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Cambridge and South Cambridgeshire Employment Land Review:
Update 2012

Not a Key Decision
1. Executive summary

1.1 In January 2012, Cambridge City Council and South Cambridgeshire
District Council commissioned an update to the Councils’ Employment
Land Review. The aims of the report were to:

e Reconsider and update the findings from the Employment Land
Review 2008, to focus on the period 2011-2031; and

e Review — in the light of evidence - existing Selective
Management of the Economy policies in the Cambridge area.

1.2 The Employment Land Review provides an evidence base for
developing policies and allocating sites in the review of the Local Plan
and is also a material consideration in the determination of planning
applications.

1.3 Development Plan Scrutiny Sub-Committee considered a summary of
the initial findings of the review in June 2012, prior to the Issues &
Options consultation on the new Local Plan.

1.4 The Employment Land Review update 2012 is attached at Appendix A
of this report.

2. Recommendations
2.1 This report is being submitted to the Development Plan Scrutiny Sub-
Committee for prior consideration and comment before decision by the

Executive Councillor for Planning and Climate Change.

2.2 The Executive Councillor is recommended:
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3.1

3.2

3.3

3.4

3.5

a) To consider the findings of the Employment Land Review 2012;

b) To endorse the Employment Land Review for use as an
evidence base for the review of the Local Plan and as a material
consideration in planning decisions (Appendix A).

Background

In 2007, an Employment Land Review was produced with South
Cambridgeshire to provide evidence for the Local Plan review. This
looked at the employment land requirements to 2026 in both districts.
It concluded that there were 139 hectares of unconstrained land
available for employment development in 2007, and that this may be
insufficient to accommodate the indicative target for net growth in jobs.

A generous supply of land existed for high technology research and
development uses in South Cambridgeshire. Within the city, losses of
employment land have occurred over the last 10 years, especially
within manufacturing land. The Review identified a short-term
undersupply of industrial land, and a medium-term undersupply of
office space in the city. Furthermore, much of the supply of
employment land it identified was not in Cambridge, but in South
Cambridgeshire, often not near the city.

In 2011, Development Plan Scrutiny Sub-Committee considered a
Study that looked at the state of the Cambridge Cluster fifty years after
its formation, June 2011. This report can be found here:
http://goo.gl/PW2b2

The Cluster Study has an agenda for action linked to three high level
recommendations:

e Design and deliver new developments with social spaces, shared
across the site;

e Improve connectivity between Cambridge railway station, the city
centre and the principal employment sites; and

e Develop a holistic strategy and masterplan for the central area.

A review of the Employment Land Review was required in order to
update it to the changed national and policy situation since 2007.
Development Plan Scrutiny Sub-Committee considered a summary of
the initial findings of the review in June 2012, prior to the Issues &
Options consultation on the new Local Plan. This report can be found
here: http://goo.qgl/v85te and the initial summary can be found here:
http://go0.gl/MIQ8D
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3.6

3.7

3.8

3.9

3.10

The latest Employment Land Review is attached at Appendix A of this
report. The conclusions have not changed since the previous report
was brought before Development Plan Scrutiny Sub-Committee in
June 2012.

The conclusions are based on a number of assumptions around
forecasts of future jobs and employment density requirements, exact
figures should be viewed circumspectly but the trends and more
general conclusions can be seen with more confidence.

There is a close functional relationship between the City of Cambridge
and surrounding South Cambridgeshire, which provides part of the
setting to Cambridge, a rural hinterland to the City and includes a
number of significant business parks that contribute to the Cambridge
economy. The tightly drawn administrative boundary around
Cambridge means that some jobs in the Cambridge Science Park are
incorrectly assigned to Cambridge rather than South Cambridgeshire.
This should be born in mind when considering the detailed figures,
and emphasise the need to consider jobs provision in the Cambridge
area in a joined up manner with South Cambridgeshire. The
Employment Land Review update attempts to do this.

The aim of the update to the Employment Land Review is to look at
demand for and supply of employment land in Cambridge and South
Cambridgeshire and make a number of recommendations based on
these findings. The update also specifically looks at the policy of
Selective Management of the Economy in the context of the demand /
supply findings as well as the findings of the Cluster Study.

The key messages coming out of the Employment Land Review
update 2012 have not changed since the report was brought before
Development Plan Scrutiny Sub-Committee in June 2012. Some of
the high level conclusions are set out below:

e Overall, jobs growth and floorspace requirements are lower for
2011-2031 than those that informed the 2008 review over the
period 2001-2021, but there will be considerable pressure for
Bla (office) space in the city (including some that needs to be
available on short-term leases). Demand for office space is
particularly focused on two areas of pressure: the city centre,
and the northern fringe around Cambridge Science Park. This
demand is deriving from firms linked to the high tech cluster —
either directly or as professional / financial service providers. In
the city centre there is no more land. Intensifying the use of
existing sites in the city centre is needed; allocating more land in
peripheral locations will not help in relation to the core growth
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dynamic (as the market for peripheral sites is quite different).
There is, therefore, a need to look systematically at the potential
for intensification of use in the city centre to create, over time,
more office space. N.b. the definition for city centre used in the
update takes in land outside the historic core, down towards
Cambridge station. The potential for development in the
northern fringe near the new Science Park Station will also be
able to help meet office and R&D demand,

e There is also a need to focus on ensuring that existing
commitments are brought forward for development, and that the
existing vacant stock is improved to encourage re-use. The
higher employment densities and lower jobs growth projections
mean that there is no immediate imperative to compensate for
the loss of the proposed employment allocations at Cambridge
East;

e However, it will be important to ensure there is sufficient land for
manufacturing in the area. Where possible, existing
manufacturing sites within and close to Cambridge should be
protected from loss to housing or retail, but equally it is important
to recognise that market factors dictate that this will not be
possible in all cases. Therefore alternative provision is
necessary, including at Northstowe but also possibly in some
locations that have not previously been seen as suitable for
manufacturing, such as Cambridge Research Park. The
increasing importance of hybrid buildings that enable flexibility of
use needs to be recognised in the way in which sites are
designated for different uses;

e There may be an expectation to factor development at Alconbury
into employment land proposals for South Cambridgeshire.
Alconbury is an important resource for the wider area and it
should provide a lot of employment space in time, and may
become attractive for some firms currently located in the
Cambridge area, or considering moving to the area.

e |t will be important to reappraise the role and potential of sites on
the edge of Cambridge. As it stands, Cambridge East is ruled
out while West Cambridge is under the University’s control and
will be developed, but gradually. To the north, there is scope for
intensification on Cambridge Science Park, and using Chesterton
Sidings and land in the Cowley Road area for high density
employment uses. If these suggestions prove impossible, or
additional provision on the northern fringe can only be made in
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the longer term, then consideration needs to be given to finding
new employment land in other sustainable locations.

3.11 In looking at Selective Management of the Economy policies, the
Employment Land Review update makes the following concluding
observations:

e One of the key assumptions on which the selective policies are
based is that employment demand from firms exceeds the supply
of land and premises in the Cambridge area, and therefore the
local authorities can afford to be selective in the types of firms,
and activities, that are accommodated here. Arguably this is no
longer the case, and the forecasts suggest the area will
experience slower growth than previously expected. Therefore it
Is important to be very careful about selectivity, to avoid it further
slowing growth;

e Economic development objectives for the area support the high
tech cluster and the growth of high value jobs. As currently
drafted, the selective management of employment policies may
be at variance with these objectives. Furthermore, the property
market is largely doing the job of keeping out low value activities
which do not need to locate in the Cambridge area: for example,
it is too expensive to locate large scale distribution or low value
manufacturing anywhere in the Cambridge and South
Cambridgeshire area. So, planning policies which seek to
prevent these kinds of activities are arguably quite pointless, and
they are potentially damaging if they have unintended other
consequences;

e There is a shortage of offices with Bla permissions in
Cambridge. Unless this is addressed through a combination of
intensification and making more land available in the more
attractive locations, it could adversely affect projected
employment growth, which is mainly in office sectors. The
evidence suggests that a combination of applying local user
restrictions and making space available beyond the immediate
environs of Cambridge is not going to solve the problem of the
demand/supply imbalance in the city;

e The size restrictions included in the selective policies — 300 sgm
for non-local office users and 1,850 sgm for manufacturing —
appear to be arbitrary. For example, it is difficult to see why a
local high tech firm, wishing to establish a manufacturing plant
locally which is bigger than 1,850 sgm, and which does not fall
foul of environmental or other policies, should be prevented as a

Report Page No: 5



matter of course from doing so by the selective management
policies.

The policy to retain the best manufacturing land in and around
Cambridge has had little effect. Various long established sites
have been lost, and this has increased the market pressure on
other manufacturing sites, and made it more difficult to prevent
further losses. One response to this would be to suggest that the
policy needs to be more firmly applied. However, the property
market view is that redeveloping industrial sites in Cambridge for
industrial use is not viable, and simply will not happen, whatever
the policy. The only exception would be an owner occupier
which wants to remain in situ and expand or modernise. It may
therefore be sensible to retain the policy but change it's wording
to afford particular protection to occupiers that want to remain on
site and are willing to invest in modernisation;

If a distinction needs to be made between what is allowable in
the immediate vicinity of Cambridge, and what is allowable
further out of Cambridge, then a logical and clear boundary is the
inner limit of the Green Belt, rather than the local authority
boundary, because the latter excludes parts of the urban area;
this would replace an administrative boundary with a functional
one which ought therefore to be more meaningful; and

There appears to be little point in the selective policy requiring
research establishments new to the area to show a “special need
to be located close to existing major establishments in related
fields (such as the universities, the teaching hospital, or private
research establishments), in order to share staff, equipment or
data, or to undertake joint collaborative working”. Given the
objective to enable Cambridge’'s role as a world leader in
research, it is difficult to see circumstances in which a new
research institute should be turned away from the Cambridge
area.

3.12 Selective Management of the Economy has been a key economic

3.13

policy tool that has helped maintain Cambridge’s international
competitiveness over the years. Nevertheless the findings of the
Employment Land Review update suggest there is the potential for a
number of changes that would improve the policy.

In June and July 2012, the Council consulted upon the Issues and
Options stage of the Local Plan Review. This incorporates the issues
raised in the Employment Land Review update 2012. It will be for the
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review of the Local Plan to make a judgement as to how to deal with
the issues raised in this document.

3.14 Whilst the main purpose of the Employment Land Review is to inform

(@)
4.1
(b)
4.2

()
4.3

(d)
4.4

(€)

4.5

the review of the Local Plan and policy development, it is also capable
of being a material consideration when coming to a decision on
planning applications. This could be to support decisions in line with
existing policy. For example, the continued loss of industrial and
storage land and the small demand for new industrial and storage
land, evidenced by the Employment Land Review update 2012, will
support the continued operation of Policy 7/3 of the existing Local
Plan.

Implications

Financial Implications
There are no direct financial implications arising from this report.
Staffing Implications (if not covered in Consultations Section)

There are no direct staffing implications arising from this report. The
review of the Local Plan is already included in existing work plans.

Equal Opportunities Implications

There are no direct equal opportunities arising from this report. An
Equalities Impact Assessment will be undertaken as part of preparing
a new development plan for Cambridge.

Environmental Implications

The report is looking at how employment needs can be
accommodated in Cambridge, and the future of associated
employment policy. Proper planning of employment growth can
ensure a more sustainable pattern of development, resulting in greatly
reduced carbon emissions for Cambridge. The Employment Land
Review update 2012 will form a key piece of evidence to inform
planning for employment growth, it therefore has the potential to high
positive impact (+H).

Procurement

The procurement of the Employment Land Review update is built into
existing budgets.
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()  Consultation and communication

4.6 Consultation and communication over any change of policy relating to
the issues raised by this report, has been and will continue to be
undertaken as part of the Local Plan Review.

(@9 Community Safety

4.7 There are no direct community safety implications arising from this
report.

5. Background papers

e Cambridge and South Cambridgeshire Employment Land Review 2008:
http://900.9l/SMHNOQ

e Cambridge Cluster at 50 Study: http://go0.gl/67Vgu

e Cambridge Local Plan — Towards 2031; Issues & Options Report June
2012: http://goo.gl/WcDKr

e Employment Land Review update 2012 — initial findings:
http://goo.gl/me8MU

6. Appendices

Appendix A: Employment Land Review update and Review of Selective
Management of Employment Policies 2012

7. Inspection of papers

To inspect the background papers or if you have a query on the report
please contact:

Author’'s Name: Stephen Miles
Author’'s Phone Number: 01223 457371
Author’s Email: stephen.miles@cambridge.gov.uk
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Appendix A: Employment Land Review Update and Review of
Selective Management of Employment Policies 2012
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Employment Land Review Update and Review of Selective Management of Employment Policies
Report to South Cambridgeshire District Council and Cambridge City Council

Summary and overview

Context and Purpose

In January 2012, South Cambridgeshire District @dwand Cambridge City Council jointly
commissioned SQW — in association with Savills €edmplete a programme of employment-
related research to inform an on-going review afpaeld planning policies. The commission
was relatively small in scale and the intention ke it should draw primarily on existing
evidence to:

. reconsider and update the findings from the Emphayniand Review (completed
for the two districts by Warwick Business Managetméimited in July 2008
(ELR2008)) to focus on the period 2011-2031

. review — in the light of evidence — existing SelztManagement of Employment
policies in the Cambridge area.

Key findings
In terms ofdemandfor employment land, the study found that:

. whilst the current exercise and ELR2008 were adieegart in their timeframes (i.e.
2011-31 and 2001-21 respectively), the more repagjections for Cambridge City
and South Cambridgeshire are more cautious thase tthat informed ELR2008: the
earlier exercise assumed substantial employmentthrover the period 2001-2011
while the newer data suggest that particularly @am@ridge City, there was actually
very little overall employment growth over this dee. For their respective 20-year
periods, ELR2008 assumed the need to accommod#180480,000 jobs (over 2001-
21) whereas new projections point to something rato85,000-40,000 jobs (for
2011-31)

. in addition, the changing sectoral composition fjgcted employment growtand
revised assumptions about employment densitietwive increased substantially)
suggest that less additional space will be needeactommodate each job that is
created

. overall, whereas ELR2008 identified a need for 660,600,000sgm of employment
space (on 106-114ha of employment land) over thimge001-21, this study has
identified potential demand for 220,000-240,000sginremployment space (on 55-
60ha of employment land) over the period 2011-31.

In terms of thesupply of employment land, the study observed that thereurrently
sufficient overall provision across Cambridge Gityd South Cambridgeshire. However the
forecasts suggest there is likely to be a shortdggla space. Demand for office space is
particularly focused on two areas of pressure:cthecentre, and the northern fringe around
Cambridge Science Park. The market signals are wekgr that increasing provision
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elsewhere will not on its own solve the problem erenhas to be done to increase supply in
those locations where firms most want to be.

The study also noted that the redevelopment of nedthufacturing and storage sites for
employment uses, whilst desirable from a planniolicp perspective, often appears to be
unviable. As a result, a good number of theses site being lost, principally to housing.
Even redevelopment of office sites is unlikely sowable unless significant intensification of
use is allowed.

In terms of theselective management of employment policieshe study noted that the
Cambridge area had seen significant growth ovelastetwo decades (particularly in South
Cambridgeshire), including in high tech sectorg] arcompared to elsewhere — resilience to
recession. At one level, then, it might be possibl claim that the policies have had their
desired effect. However it advised considerablgion in drawing this conclusion: the study
could not comment on the counterfactual — whatgitwavth profile might have looked like
had those policies not been in place.

Based on the available evidence, the study argoeedséme changes to the selective
management of employment policies. It made tHewahg important observations:

. the more cautious employment projections suggestiie underlying presumption in
existing policy that demand greatly exceeds supmy now be questionable

. in changed market conditions — and in the lightcb&nges within the high tech
cluster — the selective management of employmelntie® may no longer be wholly
aligned with economic development objectives retatio the cluster's continued
growth and provision for high value jobs

. the shortage of offices with open B1 permission€ambridge will adversely affect
projected employment growth unless it is addresgedugh a combination of
intensification and the provision of more landhe imore attractive locations

. the size restrictions included in the selectivaqgies — 300 sgm for non-local office
users and 1,850 sgm for manufacturing — appeae tarlatrary and inconsistent with
the revealed needs of key local businesses

. the policy to retain the best manufacturing landaimd around Cambridge has had
little effect, mainly because of viability issuesiowever, it is important to afford
protection to occupiers which want to remain o sihd are willing to invest in
modernisation

. if a distinction needs to be made between whaltasvable in the immediate vicinity
of Cambridge, and what is allowable further outGafmbridge, then a logical and
clear boundary may be the inner limit of the Grdgsit, rather than the local
authority boundary, because the latter excludes pathe urban area

. given the overall character of the Cambridge chistieere is little point in the
selective policy requiring research establishmeets to the area to show apecial
need to be located close to existing major establents in related fields (such as the
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universities, the teaching hospital, or private gagh establishments), in order to
share staff, equipment or data, or to undertakatjobllaborative working

Wider developments

Alongside the technical assessment of demand fdrsapply of employment land, and the
implications for selective management of emploympaticies, there are some broader
changes that must be taken into account in planappgopriate employment provision over
the next two decades:

. the importance of manufacturing provision — pattdy in the vicinity of major
research-based establishments — is growing arich@ this could become central to
the competitiveness of the high tech cluster

. homeworking — for all or part of the week — is bmoog easier, more widely
accepted and far more necessary, and it is profpucitanging the relationship
between jobs and employment provision: the refatiip between home and work is
very different now from in 2001, and over the pdrio 2031, it is likely to evolve
further

. city centre localesnd access to London are becoming key drivers of denfian
employment provision and hence:

> the area around Cambridge railway station and, pgas/ely, the area
around the planned Cambridge Science Park statiorihe northern fringe)
are crucially important, particularly where theséersect with the route of
the Cambridgeshire Guided Busway

> employers within these locations are increasinglcepting of high
employment densities and very limited parking psavi (and this in turn
links to the far greater incidence of homeworkisgat out above)

. the importance of professional and financial s&wis growing in relation to the high
tech cluster and, indeed, more generally, and ithedf has an important London
dimension

. the University of Cambridge needs to continue tosben as a key player in the

evolving spatial economy: it will be important themployment provision (and
indeed infrastructure) is planned with the growttang and timescales of the
University firmly in view, and a good understandioigthe implications of them. In
this context, West Cambridge and North West Camglere both important.

High level conclusions and recommendations

Our high level conclusions and recommendationstinglato the period 2011-31 are as
follows:

. Overall, jobs growth and floorspace requiremengslawer for 2011-2031 than those
that informed ELR2008 (over 2001-21ut there will be considerable pressure for
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Bla space in the city, and particularly in the cigntre, where there is no more land.
Hence there will be a need to intensify the usexasting sites, but to do so in an
effective way (in our view, allocating more landparipheral locations will not help
in relation to this core growth dynamic as the reafkr peripheral sites is different).

. There is a need to focus on bringing forward exgstcommitments, which if
successfully developed are probably sufficienttfar foreseeable future. The higher
employment densities and lower jobs growth propedi mean that there is no
immediate imperative to compensate for the lossthef proposed employment
allocations at Cambridge East.

. There is also a need to reduce the loss of emplolylaed to other uses, which in the
City in particular appears to be happening at arelmsing rate across all Use Classes,
otherwise additional allocations will become essént

. It will be important to ensure there is sufficidahd for manufacturing in the area.
Where possible, existing manufacturing sites witlind close to Cambridge should
be protected from loss to housing or retail, butadlg it is important to recognise that
market factors dictate that this will not be poksiin all cases. Therefore alternative
provision is necessary. The increasing importarideybrid buildings (which enable
flexibility of use) needs to be recognised in theyvin which sites are designated for
different uses.

. There may be an expectation to factor developmedi@nbury into employment
land proposals for South Cambridgeshire. Howeviee, market view at present
appears to be that (i) the Enterprise Zone des@nat not a particularly important
incentive to firms, and (i) initially at leastyifins will be reluctant to go there because
it is isolated. That view may well change over tjtnat it would be unwise for South
Cambridgeshire District Council to assume now ftihawill provide an attractive
alternative to locations within the district, padiarly in the short term.

. It will be important to reappraise the role andepial of sites on the edge of
Cambridge. As it stands, Cambridge East is rulgdmile West Cambridge is under
the University’s control and will be developed, lguadually. To the north, there is
scope for intensification on Cambridge Science Rar#t/or finding a way to use
Chesterton Sidings and/or the sewage works for Hmgisity employment uses. If
these suggestions prove impossible, or additiormligion on the northern fringe can
only be made in the longer term, then consideratieeds to be given to finding new
employment land in other sustainable locations.

Over the next period, there will — in our view — &aeed for some genuinely creative and
forward-looking planning policies which will need be implemented well — and this agenda
is really quite demanding. Two aspects are abslglutrucial. First — as argued in the
Cambridge Cluster at 5@eport and as evidenced through this study — tleeeeneed for a
long term masterplan for the wider city centre. (frem the area around Cambridge railway
station in the south to Castle Park in the nonti, imcluding Cambridge Retail Park as well
as all of the main retail centre); this needs &aldwith the next stage of the area’s
development, assuming that the CB1 venture is Iiatgglt out. Second, we would argue for
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something similar on the northern fringe, encomipgsisoth Cambridge Science Park and the
planned Cambridge Science Park station. This aitaalso need to be developed (and
gradually redeveloped) carefully, with an imperatio intensify uses in line with an evolving
21st Century economy (with changing expectatiosiradl working practices) and to do so
around the principal public transport nodes. Fdahlaweas, it is crucial that the plans consider
how the public sector can facilitate appropriatevellgpment, not just indicate what
development is appropriate (i.e. similar to theertilat Cambridgeshire Horizons played in
ensuring the development on the southern edge ohb€@dge (around Addenbrooke’s
Hospital and Clay Farm) actually happened).
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Employment Land Review Update and Review of Selective Management of Employment Policies
Report to South Cambridgeshire District Council and Cambridge City Council

1: Introduction

Context and purpose

In January 2012, South Cambridgeshire District @dwand Cambridge City Council jointly
commissioned SQW — in association with Savills €edmplete a programme of employment-
related research to inform an on-going review afpaeld planning policies. The commission
was relatively small in scale and the intention ke it should draw primarily on existing
evidence to:

. reconsider and update the findings from the Emphayniand Review (completed
for the two districts by Warwick Business Managetméimited in July 2008
(ELR2008)) to focus on the period 2011-2031

. review — in the light of evidence — existing SelztManagement of Employment
policies in the Cambridge area.

Approach

The original intention had been that a new setgfleyment forecasts — produced by Oxford
Economics using the East of England ForecastingdligeEFM) — would form a core part of
the evidence base. However both local authorgiggessed concerns with regard to some of
the model’s underlying assumptions and in addittbe, release of these data was seriously
and repeatedly delayed. Therefore, initiated leyttbo districts, a bespoke set of employment
projections was commissioned from Cambridge Ecomacse(CE) using its Local Economy
Forecasting Model (LEFM). CE updated the two pbgss which had previously been
prepared for the Cambridgeshire Development Stad®009: one of these was essentially a
baseline projection while the second adopted atem population assumptions consistent
with established local policy. These projectiorsravmade available in April 2012 and the
report that follows draws heavily on them.

In addition, this study has been informed by:

. a review of the wider Cambridge area’s commerciapprty market which was
completed by Savills

. a review of monitoring data linked to employmertesiand premises held by the
local authorities

. a series of consultations with firms/agents witht@ng knowledge of employment
provision in and around Cambridge and, in the cdske firms, first hand and recent
experience of local relocation and/or expansiorhilstzthe number of consultations
was modest, the focus was on organisations witahunderstanding of (and insight
into) the specific issues in and around Cambridge

. a review of the latest evidence deriving from Caddmshire County Council
Research Group with regard to the recent performahthe high tech cluster.
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Report structure

The structure of this report follows closely thgui#ements set out in the study’'s Terms of
Reference. Itis divided into four main chaptetscl are structured as follows:

. in Chapter 2, we consider the findings from the employment @cbpns and the
implications of them in relation to future demandr femployment space and
employment land over the period 2011-31; we atswsitler how these compare to
the findings from ELR2008 and the implications tfudiow

. in Chapter 3, we focus on supply side issues and — drawingamilS work and our
review of the local authorities’ monitoring datawe explain how the supply side
picture has changed since ELR2008, and to whatteffe

. in Chapter 4, we draw together the findings from the two précgdchapters
alongside wider evidence on the changing relatipnbktween demand and supply
for employment land in the Cambridge area, and wsail dsome high level
conclusions for the two local authorities

. finally, in Chapter 5 we draw out some more specific observations and
recommendations relating to the two local authesitcurrent Selective Management
of Employment policies.

In addition, this report is supported by four sabsive annexes:

. Annex A provides a detailed analysis of the two sets opleyment projections
generated by Cambridge Econometrics as an inpattings study and it compares
these with those produced for the earlier Cambslige Development Study (CDS)

. Annex B reviews a set of baseline projections publishedOxjord Economics in
April 2012 on the basis of EEFM and it compares these tptbjections generated
by CE in the context of this study

. Annex C presents a summary analysis of the high tech dsgalnaintained by
Cambridgeshire County Council’s Research Group

. Annex D presents, in full, the report on commercial propgrich was prepared by
Savills as an input into this study.

! Note that our analysis was completed on the ldigtse baseline projections published by OE in Aydil 2012.
A few weeks later, these baseline projections wepéaced by another set in which the numbers forlCamige
City were really rather different. Annex B — and th&erences throughout this report — refer to Hréier set of
published projections
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2: Projected demand for employment space and
employment land

Introduction

The last full Employment Land Review was compldigdCambridge City Council and South
Cambridgeshire District Council in 2008 (ELR2008As set out in the original Terms of
Reference, the current study was intended to uptate evidence base, using similar
assumptions and approaches.

The process of translating employment forecastand requirements involves a series of
logical steps, each of which relies on importarguagptions. Whilst the steps have not
changed since 2008, new evidence is availablel@&tion to some of the key assumptions;
this evidence is drawn both from local sources @ansultation and other evidence which
was gathered and reviewed in the course of thiyyytand national guidance (which itself has
been informed by empirical evidence from elsewheréhese assumptions have important
implications for the assessment of overall demand.

This chapter is essentially divided into two parts:

. Part A calculates demand for employment space and flaoespusing the new
projections and a preferred set of density/plabrassumptions: sometimes these are
taken straight from ELR2008, but more often, défgrassumptions are used, based
on more recent evidence and data

. Part B compares the outcomes from this process with teeseut in ELR2008. A
direct comparison is difficult because ELR2008 tedato 2001-21 while the current
exercise is focused on 2011-31. Therefore, tesaide level of comparison, a set of
numbers is produced for 2001-21 but based on neecdsts and the assumptions
applied in Part A. In addition, we develop a sehwmbers for 2011-31 using new
forecasts but applying the density assumptions fER2008; this helps to clarify
the impact of the assumptions.

Part A: Translating employment forecasts to land requirements,
2011-2031

Step 1: Consider projected employment by SIC secto  rs and the types of
property occupied by these sectors
Use of employment forecasts

ELR2008 relied on two sets of employment forecestich were prepared SL Experian
in 2003 and 2004. Both sets assumedhanced growthi: they were aspirational forecasts
and they sought to illustrate the spatial impli@as of the 2001 Regional Economic Strategy.
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Subsequently, the predictions from the 2003 fotea@se adopted as indicative jobs targets
in Policy E1 of the East of England Plan.

In 2012, we have been informed by two main setemployment projections: baseline
(trend) projection developed b€ambridge Econometrics (CE)on the basis of its Local
Economy Forecasting Model (LEFM) andpalicy-led projection prepared by CE through
LEFM. We have also sought to refer to a baselingieption developed by Oxford
Economics on the basis of the East of England Bstiagy Model (EEFM). All three sets of
projections were prepared in April 2012. The twetsf projections generated by CE were
essentially updates of those developed for the @dgeshire Development Study (2009). A
full review of these different sets of projectiaagrovided in Annex A.

[Note that since the completion of ELR2008, variotiser projections have been prepared.
These include those that informed the South Caméskire Economic Development
Strategy, 2010-15 (which was prepared by PACEQuip 4010). In addition, over the last
two months, CE has quantified additional high as growth scenaridsWe have not used
these high and low growth scenarios in this stuoly tivo main reasons: they were not
available at the time the work was undertaken; andany case, it is important that
employment land and floorspace requirements aresaed in relation to unconstrained
baseline forecasts. In particular, if the low griewtenario were to be used, the requirements
would not reflect forecast demand, and applyingntteuld therefore constrain economic
growth.]

From CE’'s 2012 baseline and policy-led employmembjgetions, some important
observations need to be made with regard to tHe s€@rojected employment growth and its
changing sectoral composition:

. overall, Cambridge City is projected to generate 14,740 net additionas j@mn the
CE baseline projection) between 2011 and 2031 @0D9net additional jobs (on the
CE policy-led projection); between 2001 and 20&fployment barely changed
within Cambridge City

. South Cambridgeshireis projected to generate 22,400 net additiona joim the CE
baseline projection) between 2011 and 2031 or 23nED additional jobs (on the CE
policy-led projection); the data from CE suggdstttapproaching 13,000 jobs were
created in the decade between 2001 and“?011

2 These are described in Scenario Projections éoC@mbridgeshire Local Authorities and Peterbordugh-
Report to the Cambridgeshire Local Authorities ang®erough UA, Cambridge Econometrics and SQW, July
2012

3 As referenced in Footnote 2, CE has quantifiedtimtél high and low growth scenarios for the Carmigeshire
districts. For reference, it is helpful to undargt how these alternative scenarios compare toabeline and
policy-led projections. Under the high growth smeo, Cambridge City is projected to see a growth3700

jobs between 2011 and 2031 (which is close to tieypled projection); under the low growth scepathis
figure falls to around 9,200. Overall, CambridgeyGiiood out as the least sensitive district underdifferent
scenarios

4 Over the decade 2001-2011, employment growth appedave been concentrated in South Cambridgeshire
rather than Cambridge City. It is important to nibtet some of the growth of South Cambridgeshire was
functionally within the urban footprint of Cambrid¢eg. that on the South Cambridgeshire part of Caigér
Science Park). However, over the decade, South fidgeishire also saw employment growth at a number o
business park locations (e.g. Granta Park) whielsame distance from Cambridge and other major ptpal
centres
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. acrossboth districts, the bulk of new jobs growth is expected in preiesal
services (including R&D); computing services; heand social work; and “other”
business services. Manufacturing employment isebgal to remain stable or even
rise slightly — in sharp contrast to the last decagvhich saw significant
manufacturing job loss).

Assumptions about the types of property occupied by these sectors

At the level of broad SIC codes (12 in total), EIOR8 made some assumptions about the
proportion of jobs that were accommodated in prypef different Use Classes. It was
informed by the contents of Box D.1 from the goveemt's Guidance Note on Employment
Land Reviewsbut this provided very general guidance only. Fhely referred to making
“additional assumptiorisut provided no explanation as to how these vderéved.

In 2012, we have sought to adopt a more granulproagh. Specifically, our starting point
has been the 41 sectors identified through LEFMcéaspared to the 12 used in 2008). We
then referred to detailed employment data fromBhsiness Register of Employment Survey
(BRES), structured by 4-digit SIC code, to underdtthe detailed make-up of these sectors.
In the light of this, we estimated the proportidremployment growth that was likely to need
to be accommodated within premises/sites linkedifferent Use Classes.

For each of Cambridge City and South Cambridgestheetable below shows the projected
absolute change in employment from 2011-31, byoseutith an estimate of the proportion
of employment that may be accommodated within difie B Use Class property/sites.

Table 2-71: Projected employment change, 2011-2031 (‘000); and assumptions with regard to Use
Classes

S Cambs: S Cambs: Cambridge: Cambridge: Assumptions
Baseline Policy-led Baseline Policy-led regarding: B Use
change change change change Classes
1 Agriculture etc 0.02 0.01 -0.04 -0.04 Non-B use
2 Coal 0.00 0.00 0.00 0.00 [No change]
3 Oil & Gas etc 0.00 0.00 0.00 0.00 [No change]
4 Other Mining -0.01 -0.01 -0.01 -0.01 Non-B use
5 Food, Drink & Tob. 0.15 0.15 0.03 0.03 B1c/B2 - 100%
6 Text., Cloth. & Leath  0.00 0.00 -0.01 -0.01 B1c/B2 - 100%
7 Wood & Paper -0.24 -0.24 -0.02 -0.02 Bl1c/B2 - 100%
8 Printing & Publishing  -0.01 -0.01 0.41 0.42 B1b - 50%; B2 - 50%

5 As referenced in Footnote 2, CE has quantifiedtimtél high and low growth scenarios for the Carmigeshire
districts. For reference, it is helpful to undarat how these alternative scenarios compare toabeline and
policy-led projections. Under the high growth smeo, South Cambridgeshire is projected to grow @0 jobs
over the period 2011-31; the corresponding figurder the low growth scenario is 14,000 jobs

% Employment Land Reviews: Guidance N@ifice of the Deputy Prime Minister, 2004

" Note that these data are presented here in disgafgd form in order to provide a clear stateméntio
methodology. However, we would advise stronglyirgtareporting individual numbers from this tabkeli are
modelled and at a fine level of spatial and settlisaggregation, they are subject to error. Imé&nA, we
provide information on absolute levels of employirfen the two districts on the two projections,ngi broader
(and therefore more robust) sectoral classification
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S Cambs: S Cambs: Cambridge: Cambridge: Assumptions
Baseline Policy-led Baseline Policy-led regarding: B Use
change change change change Classes

9 Manuf. Fuels 0.00 0.00 0.00 0.00 [No change]

10 Pharmaceuticals 0.06 0.06 0.04 0.04 Db - 50%: Ble/Bz -

11 Chemicals nes -0.04 -0.04 0.00 0.00 ?&;} - 50%; B1c/B2 -

12 Rubber & Plastics -0.04 -0.04 -0.01 -0.01 B1c/B2 - 100%

13 Non-Met. Min. -0.12 -0.12 -0.02 -0.02 B1c/B2 - 100%

Prods.

14 Basic Metals 0.01 0.01 0.00 0.00 [No change]

15 Metal Goods -0.05 -0.05 -0.04 -0.03 Bl1c/B2 - 100%

16 Mech. Engineering -0.15 -0.15 -0.02 -0.02 Blc/B2 - 100%

17 Electronics -0.07 -0.07 -0.14 -0.14 E&;} - 50%; B1c/B2 -

Ilniti'ﬁg: Eng. & -0.14 -0.14 -0.14 -0.13 ?&;} - 50%; B1c/B2 -

19 Motor Vehicles 0.00 0.00 0.00 0.00 [No change]

20 Oth. Transp. Equip. -0.19 -0.19 -0.01 -0.01 B1c/B2 - 100%

21 Manuf. nes 0.02 0.02 -0.01 -0.01 B1c/B2 - 100%

22 Electricity 0.00 0.00 0.00 0.00 Non-B use

23 Gas Supply 0.00 0.00 -0.08 -0.08 Non-B use

24 Water Supply 0.00 0.00 0.05 0.05 Non-B use

25 Construction 1.18 1.27 0.30 0.46 Non-B use

26 Distribution 0.56 0.59 0.53 0.61 B8 - 50%

27 Retailing 1.18 1.22 1.97 2.27 Non-B use

28 Hotels & Catering 0.64 0.68 0.25 0.44 Non-B use

29 Land Transport etc 0.08 0.09 0.14 0.21 B8 - 25%

30 Water Transport 0.00 0.00 0.00 0.00 [No change]

31 Air Transport -0.02 -0.02 0.00 0.00 [No change]

32 Communications 0.13 0.14 0.13 0.15 B1c/B2 - 25%

33 Banking & Finance 0.08 0.08 0.11 0.16 Bla - 25%

34 Insurance -0.02 -0.02 -0.01 -0.01 Bla - 100%

35 Computing Services  3.85 3.85 1.71 1.75 Bla - 50%; B1b - 50%

36 Prof. Services 9.09 9.15 2.49 2.72 Bla - 50%; B1b - 25%

37 Other Bus. Services  2.29 2.31 2.23 241 Bla - 25%

38 Public Admin. & Def.  0.03 0.07 -0.34 -0.08 Bla - 50%

SQW



Employment Land Review Update and Review of Selective Management of Employment Policies
Report to South Cambridgeshire District Council and Cambridge City Council

S Cambs: S Cambs: Cambridge: Cambridge: Assumptions
Baseline Policy-led Baseline Policy-led regarding: B Use
change change change change Classes

39 Education 0.44 0.52 1.14 2.59 Bla - 25%

40 Health & Social o

Work 2.16 2.45 2.71 4.32 Bla - 25%

41 Misc. Services 1.48 1.53 1.37 1.59 Bla - 25%

Total 22.35 23.11 14.74 19.60

Source: SQW, based on data from CE

2.11 Working through the arithmetic, the implicationg #nat:
. in South Cambridgeshire

> under thebaseline projection 22,350 additional jobs will need to be
accommodated between 2011 and 2031; of thesd)@ 153%) are assigned
to B Use Classes

> under thepolicy-based projection 23,110 additional jobs will need to be
accommodated between 2011 and 2031; of these)A5R2%) are assigned
to B Use Classes

. in Cambridge City:

> under thebaseline projection 14,740 additional jobs will need to be
accommodated between 2011 and 2031; of these) §3B96) are assigned
to B Use Classes

> under thepolicy-based projection 19,600 additional jobs will need to be
accommodated between 2011 and 2031; of these) {3896) are assigned
to B Use Classes.

2.12  Across the two districts, it is possible to estienptojected employment change by Use Class.
The results of this process are summarised below.

Table 2-2: Projected employment growth (‘000) by Use Class, 2011-31

Use Class Cambridge City — Cambridge City — South Cambs — South Cambs —
Baseline Policy-based Baseline Policy based

Office — Bla 3.8 5.0 8.1 8.2

R&D - Blb 1.6 1.6 4.1 4.1

Industrial — B1c/B2 0.0 0.0 -0.7 -0.7

Warehouse — B8 0.3 0.4 0.3 0.3

All B Use Classes 5.7 7.0 11.8 12.0

Source: SQW - based on data from CE

Step 2: Convert employment estimates to floorspace requirements

2.13 The second step in the process requires a conkefsion employment estimates to
floorspace requirements.
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In ELR2008, a series of assumptions were maderinstef employment densities, informed
largely by Boxes D5 and D7 from then-DETR’s ELR @arice Note (2004). In addition, an
adjustment (which varied by Use Class) was maddidnguish between net lettable and
gross floorspace. Subsequently, new guidance éms published with different assumptions
and definition& The table below attempts to compare the assonsptihat were used in
ELR2008 with the latest available guidance.

Table 2-3: Changing assumptions with regard to employment densities

Use Class Assumptions within ELR2008 Latest Guidance
Office — Bla/B1lb Net internal area per job (sqm): 19 Net internal area per FTE (sgm): 12
plus adjustment to derive a gross Gross external area per FTE (sgm): c. 14

floorspace figure (20%)

Industrial — B1c/B2 Net internal area per job (sgm): 38 Gross internal area per FTE (sgm): 36
plus adjustment to derive a gross Gross external area per FTE (sgm): c. 45
floorspace figure (10%)

Warehousing — B8 Net internal area per job (sqm): 78 Gross external area per FTE (sgm): c. 70

plus adjustment to derive a gross
floorspace figure (5%)

Source: ELR2008; 2010 guidance produced by Driversas Deloitte; and published employment land resie

The table is not easy to interpret as several rdiffemetrics have been used. However the
direction of travel — explained in the 2010 guidanrcis towards higher densities, with less
space provided for each worker

The latest guidance is couched in terms of Full elilBquivalent jobs whereas the
employment projections generated by CE are measingoly in terms of jobs. Therefore
the CE numbers need to be scaled back. Basedtarsaarced from BRES over three years
(which distinguishes between full time and partetiemployee jobs), the number of jobs has
been multiplied by 0.85 in Cambridge City and Oi8Bouth Cambridgeshire to generate an
approximate estimate of FTE employment.

For each of Cambridge City and South Cambridgeshiable 2-4 takes the range of
projected jobs growth (derived from the two CE patijons); after adjusting these to generate
FTE figures, it calculates a range for a net flpare forecast (by applying the employment
densities from Table 2-3).

8 Employment Densities Guid@rivers Jonas Deloitte for Offpat and HCA, 2010

% This conclusion — which derives from national guide and empirical evidence presented in ELRs firosa
the greater south east — is also supported by &addénce. The local issues are explored furthehapters 3 and
4 of this report (e.g. there is evidence of locaptyers choosing to move within Cambridge from loteehigher
density provision)

SQW ?



2.18

2.19

2.20

Employment Land Review Update and Review of Selective Management of Employment Policies
Report to South Cambridgeshire District Council and Cambridge City Council

Table 2-4: Deriving estimates of forecast net floorspace change, 2011-31

Use Class Employment Cambridge City Net Floorspace South Cambs Net Floorspace
density (sgm jobs growth Forecast (‘000 jobs growth Forecast (‘000
GEA) range (‘000): sgm GEA) range (‘000): sqm GEA)
Baseline — range Baseline — range
Policy-based Policy-based
Office — Bla 14 3.8-50 45 -59 8.1-8.2 98 — 100
R&D - Blb 14 16-16 19-20 41-4.1 50 - 50
Industrial — 45 0.0-0.0 0.7-15 -0.7--0.7 27 --27
Blc/B2
Warehouse — 70 0.3-04 18-21 0.3-03 18 -19
B8
Total 57-7.0 83-101 11.8-12.0 139 — 143

Source: SQW — based on data from CE

Overall (for the two districts), Table 2-4 suggeatirecast net floorspace requirement over
the period 2011-2031 of between 222,000 sgm (orbéseline projection) and 244,000 sgm
(on the policy-led projection). In terms of thengipal Use Classes — and again across the
two districts — this can be broken down as follows:

. Bla — an increase of 144,000-160,000 sgm

. B1lb — an increase of 69,000-70,000 sgm

Bl1c/B2 — a reduction of 25,000-26,000 sgm
. B8 — an increase of 36,000-41,000 sgm.

These figures relate to net jobs growth only. tacfice, we would expect to see some
“churn” locally (as some businesses move to neessind premise¥) Therefore the figures
in Table 2-4 should, in principle, be adjusted ugalsao create some flexibility.

Step 3: Using plot ratios, convert floorspace esti mates to an estimate of site
areas (and hence land required for B Use Classes)

Assumptions about plot densities

In working through this third translational elemeBt.R2008 made assumptions about plot
densities, drawing on Box D7 from the 2004 govemirguidance. These are summarised
below, and compared to the latest available guielanc

10 Our analysis of high tech businesses pointedutovlithin the high tech business community whicéoal
suggests a need for property with short term le@ss Annex C)
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Table 2-5: Changing assumptions with regard to plot densities

Use Class Assumptions within ELR2008 Latest Guidance

Office — Bla/B1lb City — 6,809 sgm per ha Plot density assumptions are not addressed
through the Employment Densities Guide — hence
there is no definitive recent source. A review of
published ELRs suggests a rule-of-thumb working

Out of centre — 3,282 sqm per ha

Industrial — B1c/B2 4,200 sgm per ha assumption of 4,000 sgm per ha across all Use
Classes. However most also comment that there
Warehousing — B8 5,000 sgm per ha can be substantial variability locally. Therefore the

assumptions used in ELR2008 seem reasonable
and are rolled forward here

Source: ELR2008; 2010 guidance produced by Driversas Deloitte; and published employment land resie

Testing the density assumptions

We have tested the density assumptions made in @MRagainst actual densities achieved
in two time periods — 2002-07 and 2007-11 — acogrdd Cambridgeshire County Council’s
monitoring data on completions, using both grossraet figures. The comparisons are shown
in the table below.

Table 2-6: Comparison of plot densities (sgm per ha)

Densities/Use Class Office — Bla/Blb Industrial — B1c/B2 Warehousing — B8
Assumptions within City — 6,809

ELR2008 Out of centre — 3,282 4,200 5,000
Actual Cambridge (gross), 5,420 5,852 5,614
2002-07 average

Actual South Cambs 3,120 3,660 3,182
(gross), 2002-07 average

Actual Cambridge (gross), 6,859 18,122 3,776
2007-11 average

Actual South Cambs 3,071 2,680 2,225

(gross), 2007-11 average

Source: ELR 2008: 2010 guidance produced by Driderss Deloitte; and published employment landenesj

Cambridgeshire County Council monitoring data

Table 2-6 provides a useful cross check and sugigjest the ELR density assumptions were
broadly correct. The actual densities achievedBba and Blb space are similar to those
assumed in ELR2008 for city and out of centre s{ssuming these terms are broadly
equivalent to Cambridge and South Cambridgeshical lauthority areas). The actual
densities achieved for industrial and warehouspags in South Cambridgeshire appear to be
lower than assumed by ELR2008, whereas those doisinial sites in the city are higher.

In relation to change over time, the densitiesea in South Cambridgeshire 2007-11 were
somewhat lower than those achieved 2002-06, whetezse in Cambridge were higher
during the latter part of the decade for all useept warehousing. The increasing densities
in Cambridge are consistent with rising land cests with national trends. The reductions in
South Cambridgeshire may reflect more the charatts of major developments that
occurred in each time period. Arguably, howevéne differences between the two time
periods are not sufficiently great, or consistémtdraw firm conclusions about change over
time.
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Applying the density assumptions

To apply the densities used in ELR2008 to our #pace projections, there is clearly a need
to split demand for B1 by location. In the anadylselow, we have equated projected growth
in Cambridge City with “city” (as per Table 2-7)dthat in South Cambridgeshire with “out
of centre”. In practice, some of the demand wit@mmbridge City will relate to “out of
centre” provision and hence the employment landiireqents within the district will be
somewhat higher than shown in the table.

Table 2-7: Deriving estimates of forecast land requirements, 2011-31

Use Class Plot density Land Land Land Land
assumptions requirement requirement — requirement — requirement —
— Cambridge Cambridge South South
City - City — Policy- Cambridgeshire Cambridgeshire
Baseline based — Baseline — Policy-based
Office —Bla—“city” 6,809 sqgm 6.7ha 8.7ha
per ha
R&D — B1b — “city” 6,809 sgm 2.7ha 2.9ha
per ha
Office — Bla - “out 3,282 sgm - - 30.0ha 30.6ha
of centre” per ha
R&D - B1b) — “out 3,282 sgm - - 15.2ha 15.3ha
of centre” per ha
Industrial — B1c/B2 4,200 sqgm 0.2ha 0.4ha -6.4ha -6.4ha
per ha
Warehouse — B8 5,000 sgm 3.6ha 4.3ha 3.6ha 3.8ha
per ha
Total 13.1ha 16.2ha 42.4ha 43.3ha

Source: Based on CE data

The implication from Table 2-7 is an overall reguarent for additional employment land
over the period 2011-31 of:

. between 13.1ha and 16.2ha in Cambridge City

. between 42.4ha and 43.3ha in South Cambridgeshire

Part B: Comparing the findings from the 2012 analysis with those
which informed ELR2008

This study is concerned, fundamentally, with upaathe findings from ELR2008 and hence
a comparison of the findings from the two exercigesmportant. In terms of demand,
ELR2008 focused on the period 2001-2021. The ourstudy is focusing on the period
2011-2031. Hence we now have historic data reJaiinwhat was a forecast in 2008; and
there is an overlap of a decade in relation totwee forecast periods. For that reason, it is
important to try and compare the assumptions ttexewnade at that time with regard to
future employment growth and its conversion intmmdad for employment land with both (a)
what actually happened in the early years; anav{igt is now expected to happen in the later
ones.

SQW n



Employment Land Review Update and Review of Selective Management of Employment Policies
Report to South Cambridgeshire District Council and Cambridge City Council

Comparing the employment projections

2.27 The table below summarises employment projectioors Gambridge City and South
Cambridgeshire from a range of different sourcése two Experian BSL projections which
underpinned ELR2008 are shaded in blue while the hew CE projections that have
informed this study are shaded in green.

Table 2-8: Comparison of key employment forecasts for Cambridge City and South Cambridgeshire
(combined), (‘000s)

Source and date of 2001 2011 2021 2031 Change Change Change
forecast 2001/11  2011/21 2021/31
goEogtructure Plan update 160 184.1 n/a n/a 241 na n/a

Exp BSL EG21 2003 159.2 183.9 208.6 n/a 24.7 24.7 n/a

Exp BSL EG21 2004 157.8 178.3 196.2 n/a 20.5 17.9 n/a

CE Baseline (CDS) 2009 164.6 176.4 193.0 210.4 11.8 16.6 17.4
CE policy-led (CDS) 2009 164.6 177.9 198.0 216.7 13.3 20.1 18.7
CE Baseline 2012 170.2 183.9 199.8 221.0 13.7 15.9 21.2
CE Policy-led 2012 170.2 184.0 206.2 226.7 13.8 22.2 20.5
OE Baseline (EEFM) 2012 163.7 181.0 215.8 236.6 17.3 34.8 20.8

Source: Forecast data from 2002, 2003 and 2004sateced from ELR2008; data for 2009 are sourcedhfthe
Cambridgeshire Development Study; forecast dat2@d2 are sourced from either CE (specially consinised) or OE
(through EEFM)

2.28 From Table 2-8, it is apparent that for the per2@d1-21, ELR2008 assumed employment
growth of between 38,380 and 49,390 jobs; overstm@e period (more of which is now
historic), the most recent projections from CE sgjgmployment growth of between 29,600
and 30,000 jobs — which is substantially lower. oThwrther observations are important:

. first, the major discrepancy between the projestiorforming ELR2008 and those
generated for the present study relates to thedirthe two decades (2001-11): the
scale of employment growth between 2001 and 201€l Heen lower than was
anticipated. Conversely, the different forecasis the period from 2011-21 are
broadly similar in terms of absolute jobs growth

. secondly — as shown in Table 2-9 — over the pe2ig@il-21, the figures for South
Cambridgeshire are fairly consistent (with the gios, perhaps, of the projections
from EEFM, which are much more bullish); by costrathere are enormous
discrepancies in the projections for Cambridge @ihere the jobs growth estimates
range from under 7,000 (CE baseline 2012) to wedl 80,000 (Experian BSL EG21
2003y

11 As an aside, it is also useful to compare theiffigsl from the current set of projections from LEMlith the
projections that underpinned the South Cambridgegfionomic Development Strategy, 2010-15 (preplayed
PACEC in 2010). The PACEC study noted a reductiohemumber of jobs in South Cambridgeshire — from
about 77,300 in 2008 to about 72,300 in 2010. Ghwesame period, the LEFM baseline projectiongared two
years later, in 2012) pointed to an increase ial ®tployment over this period from 77,360 to 80,f&®s. The
second set of numbers is newer; it is informed byenempirical (rather than modelled) data; and idsed on a
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Table 2-9: Jobs growth projections 2001-21 for Cambridge City and South Cambridgeshire (‘000)

Source and date of Cambridge Cambridge Cambridge South South S. Cambs
forecast City 2001 City 2021 City Cambs Cambs Growth
Growth 2001 2021
Exp BSL EG21 2003 95.6 127.4 31.8 63.7 127.4 17.6
Exp BSL EG21 2004 91.8 114.4 22.5 66.0 81.8 15.8
CE Baseline (CDS) 2009  98.5 108.9 10.4 66.1 84.1 18.0
CE policy-led (CDS) 98.5 114.0 155 66.1 84.0 17.9
2009
CE Baseline 2012 101.8 108.5 6.7 68.4 91.3 22.9
CE Policy-led 2012 101.8 115.1 13.3 68.4 91.1 22.7
g)OElzBasehne (EEFM) 95.5 117.3 21.8 68.2 98.5 30.3

Source: Forecast data from 2002, 2003 and 2004sateced from ELR2008; data for 2009 are sourcedhfthe
Cambridgeshire Development Study; forecast dat2@d2 are sourced from either CE (specially consinised) or OE
(through EEFM)

Box 2-1: Note on the employment impacts of the cur  rent recession

In the course of this study, we have reviewed a whole series of different employment projections — those listed in the
table above, but also those generated to underpin the South Cambridgeshire Economic Development Strategy. With
regard to the current recession, different projections vary substantially in terms of the employment implications.
Generally speaking, the earlier projections (i.e. those prepared in 2009 or 2010) were gloomier than the later ones.
The reason for this appears to be that employers have responded to recession by reducing hours (e.g. by moving
from full time to part time arrangements) and pay, rather than by cutting the overall number of jobs (and therefore
losing completely the skills of their workforce). Hence job numbers appear to have held up better than was originally
expected. The reduction in hours and pay will, however, have an impact on the value of economic output (GVA).
Further discussion of the overall employment impacts of recession is provided in the first three annexes.

Comparing the employment floorspace forecasts

2.29 As explained earlier, floorspace forecasts arergisdly derived by mapping projected jobs
growth onto Use Classes and then making assummlomst employment densities. Table 2-
10 shows the floorspace forecasts quoted in ELR200&1e period 2001-21 (shaded blue).
For the two districts in combination, it summarisks findings for 2011-31 (shaded green
and also presented (in more detail) in Table 2-dvap In addition, it provides two new
estimates:

. it uses the new forecasts and new assumptionsi¢ala@a floorspace forecasts for
2001-21 — exactly the same time period as coveydel iR2008 (with no shading)

. it applies the assumptions from ELR2008 to the memployment projections for
2011-31 (shaded pink)

different set of assumptions surrounding the impécecession. It is noteworthy that only in theayfrom 2009
to 2010 does the LEFM baseline projection sugdrgtabsolute employment fell in South Cambridgeshire
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Table 2-10: Comparing employment floorspace forecasts (‘000 sgm)

Source and date of forecast Assumptions about Bla/Blb Blc/B2 B8 Total
employment
densities

ELR2008: Exp BSL EG21 As per ELR2008 High density: 370 -119 44 554

2003: for 2001-21
of Low density: 139

ELR2008: Exp BSL EG21 As per ELR2008 High density: 436 -81 -31 600

2004: for 2001-21
of Low density: 164

CE Baseline 2012: for 2001-21  Based on latest Bla: 99 -259 112 -34
available guidance Bib: 14
CE Policy-led 2012: for 2001- Based on latest Bla: 116 -258 117 -10
21 available guidance Blb: 15
CE Baseline 2012: for 2011-31  As per ELR2008 Bla: 271 -28 49 421
Blb: 129
CE Policy-led 2012: for 2011- As per ELR2008 Bla: 277 -23 52 424
st Blb: 119
CE Baseline 2012: for 2011-31  Based on latest Bla: 144 -26 36 222
available guidance Bib: 69
CE Policy-led 2012: for 2011- Based on latest Bla: 160 -25 41 244
31 available guidance Bib: 170

Source: SQW — based on various sources

It is clear that the two sets of numbers 201.1-31are significantly different. In derivation,
the only differences between the two sets of numbes the assumptions made about density
(as shown in Table 2-3) and the use of total (g®eed to FTE) employment; the underlying
employment forecasts are identical. This demotestrgust how important the density
assumptions/methodologies actually are.

The differences between the two sets of number2®@1-21are even greater: whereas
ELR2008 indicated a requirement for well over 500,8gm, the “new” forecast suggests that
overall, less employment provision is needed in120@n in 2001. This dramatic difference
is explicable partly through the density assumgjdiut two other factors are also at work:

. first, our new projections generate substantialydr overall employment growth for
the period 2001-2021 than were used in ELR2008I{as/n in Table 2-9)

. second, the new projections point to a loss of wed#r 8,000 manufacturing jobs
over the period 2001-2021 whereas ELR2008 antieipat loss of about 2,000;
theoretically therefore, the retrenchment of thenuafiacturing sector “released”
significant employment space (although as the supjue analysis completed by
Savills demonstrates, much of this land is beirsg to housing).

Comparing the employment land forecasts

The assumptions used to convert demand for employspace to demand for employment
land are the same in ELR2008 and this study. Toerdehe differences in outcome with

SQW 14



Employment Land Review Update and Review of Selective Management of Employment Policies
Report to South Cambridgeshire District Council and Cambridge City Council

respect to demand for employment land are drivéy lonearlier stages in the analysis. The
table below summarises the two sets of numberseémh of 2001-21 and 2011-31. It
demonstrates again the importance of underlyingideassumptions: with regard to 2011-
31, those from ELR2008 generate a forecast of ddrfamemployment land that is close to

double that derived from the application of newssuamptions.

Table 2-11: Comparing employment land forecasts

Source and date of Assumptions about plot Bla/Blb Blc/B2 B8 Total
forecast densities
ELR2008: Exp BSL As per ELR2008; underpinning  High density: -28.4ha 8.9ha 105.7ha
EG21 2003: for 2001- employment densities also from  54.4ha
21 ELR2008 .
Low density:
42.4ha
ELR2008: Exp BSL As per ELR2008; underpinning  High density: -19.5ha -6.3ha 113.9ha
EG21 2004: for 2001- employment densities also from  64.0ha
21 ELR2008 .
Low density:
49.9ha
CE Baseline 2012: for ~ As per ELR2008; underpinning High density: 0.8ha  -61.8ha 23.0ha -5.6ha
2001-21 employment densities from new .
estimates Low density:
32.9ha
CE Policy-led 2012: As per ELR2008; underpinning  High density: 3.6ha -61.5ha 23.4ha -1.8ha
for 2001-21 employment densities from new .
estimates Low density:
32.7ha
CE Baseline 2012: for ~ As per ELR2008; underpinning  High density: -6.7ha 8.4ha 104.4ha
2011-31 employment densities also from  18.0ha
ELR2008 .
Low density:
84.6ha
CE Policy-led 2012: As per ELR2008; underpinning  High density: -5.6ha 10.4ha 101.7ha
for 2011-31 employment densities also from  22.1ha
ELR2008 .
Low density:
74.7ha
CE Baseline 2012: for  As per ELR2008; underpinning  High density: 9.4ha  -6.2ha 7.2ha 55.5ha
2011-31 employment densities from new .
estimates Low density:
45.2ha
CE Policy-led 2012: As per ELR2008; underpinning  High density: -6.0ha 8.1ha 59.5ha
for 2011-31 employment densities from new 11.5ha
estimates .
Low density:
45.9ha

Source: SQW - based on various sources
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3: Changes with regard to the supply of
employment land and premises

Introduction

In relation to the supply of land and premises, Teams of Reference for this piece of work
required us to:

. review the evidence collated in ELR2008 in the fighthe impact of the economic
downturn, and extend the evidence to address tthedpgp to 2031

. identify and consider the current vacancy ratetandl and buildings (including the
impact of public sector cuts)

. consider the impact of the loss of planned majeeimment at Cambridge East and
the potential for employment provision north of Nearket Road

. update assessments of employment sites within Gdgeband close to Cambridge
and comment on their continued use and potentideption from other uses

. identify whether there is still sufficient employmedand in all Use Classes/market
areas, and whether it is in the right location.

The evidence collected by Savills in relation testh matters is summarised below under each
of these headings; Savills’ full report (which tains considerably more detail) is provided
at Annex D.

Review the evidence collated in ELR2008 in the light of the impact
of the economic downturn, and extend the evidence to address the
period up to 2031

In relation to supply side issues, the key findirigesn ELR2008 may be summarised as
follows:

. First, ELR2008 identified three property market-subas:

> Cambridge (as an area of high demand for housing, leisuceratail uses)
where there is a need to safeguard existing emmaysites in the face of
competing higher value uses

> North and West of Cambridge where demand is highest on the periphery
and close to Cambridge and development is chaiseteby low density
schemes for knowledge intensive R&D (B1b) andceffBla) users

> South and East of Cambridgewhere demand is being met through secure
sites for bio-medical and bio-technology R&D (BLlisers.
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. Second, it identified the need for a larger margin employment land to be
established in order to ensure the availabilityao$ufficient quantity, quality and
choice of sites throughout and beyond the plaroddvith specific reference to the
ICT and computing services high technology cluatewell as essential services and
prime offices in Cambridge)

. Third, it emphasised the need for sustainable dewve¢nt — developing sites in
sustainable locations, with good public transpocess.

Over the last four years, much has changed — ast Ie the context of a significant economic
downturn. Based on Savills’ analysis — and onvéere of monitoring data provided through
Cambridgeshire County Council — our principal cos@ins relating to these three themes
from ELR2008 are summarised below.

Property market areas

Overall, Savills concluded thtte three property market areas identified in ELR2M8 are
broadly still appropriate ; its own depiction of property market areas isvah in the graphic
below.

Figure 3-1: Property market areas identified by Savills
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Source: Savills

At the present time, development, investment arcugier interest has contracted into the
most popular locations — Cambridge city centre t{gpalarly the Hills Road/Station Road
area, including CB1) and the northern fringe (acb@ambridge Science Park, Cambridge
Business Park and St John’s Innovation Centre).
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Currently, the rest of the northern and westenmgii of Cambridge is less popular. Vision
Park (Histon), for example, has a large numberagfant units (it has been badly affected by
the public sector cut backs) and some of the sfiare is now very secondary. Cambridge
West was not sufficiently attractive to retain Misoft, and the whole of the West and North
West Cambridge area will develop according to thnéversity’s timescale — which is long
term — not in response to short term market demaidisewhere, there is almost no land or
premises availability on the eastern and southéngds except on the Cambridge Biomedical
Campus at the Addenbrooke’s site (which is higiplgcsalised and restricted).

Outside Cambridge, viability issues are constrgrdevelopment: rental and capital values
of commercial product drops significantly once beydhe inner boundary of the Green
Belt. By way of an example, while city centre offirents peak at around £30 per sq ft, there
is new industrial stock available at Buckingway Bess Park (Swavesey) with deals
deliverable at around £12 per sq ft.

As a consequence — and in the wider context ofett@nomic slowdown — recent new
developments of industrial and warehouse unitsagiM®rth and Buckingway Business Park
have not been commercial successes for the origealopers. This has primarily been due
to a significant drop in values since the downtinnlate 2007, and it may be that the
development appraisals of these sites will onlg¢ktup” in very specific “boom” conditions
in the future. On a more positive note, the majaoi these units are now fully occupied by
local businesses and whilst the schemes may nat baen a financial success for the
investors, the legacy of good quality stock surthng Cambridge is a benefit for the local
area.

Outside the city, firms looking for space contentglthe surrounding towns as alternative
locations to those within South Cambridgeshire. Example, in the case of Buckingway
Business Park, office occupiers would also contatepbfferings at Hinchingbrooke Business
Park, Huntingdon, and St Ives Business Park wherdenm accommodation can be easy to
acquire.

Effect of the economic slowdown on the rate of development and take up

(i) Insights from Savills’ data

Based on Savills’ data, over the past two decaufése and R&D completions in Cambridge
have totalled in excess of 368,000 sqm (4,000,ap0t)sor an average of 18,400 sgm
(200,000 sq ft) net per annum. Over this period;anjunction with demolitions and changes
of use, office stock in Cambridge has effectivelgreased by nearly 100%.

However, there have been clear peaks and trougksis of the delivery of this space. In the
5 year period 2002-2006 (the main period from whidtR2008 would have drawn data),

there was an average of almost 31,740 sgm (345@®) per annum of new office and R&D

space developed. In contrast, between 2007 and,26atpletions have averaged
approximately 9,200 sgm (100,000 sq ft) per annum.

Since the beginning of 2007, around 50% of the spieveloped has been speculative, with
about 50% pre-let or pre-sold as purpose-builtifaas. However, because of the time lag of
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securing a site for development, obtaining planréngsent and funding, in 2012 there is
likely to be very limited speculative stock constad in the office and R&D sectors and no
new speculative development in the city or Soutm@#dgeshire in the industrial and
warehouse sectors.

(ii) Insights from local authority monitoring data

Tables 3-1 to 3-3 below summarise the monitoring dampiled by Cambridgeshire County
Council on completions for Cambridge and South Qafgleshire (together and separately).
The data are summarised for two time periods - ZXB® 2006/07, and 2007/08 to 2010/11 -
and for each B Use Class.

The data confirm the slowdown in completions ofa#ffloorspace observed by Savills. The
County Council data show that average annual groswpletions of Bla space slowed from
14,886 sgm in the first half of the decade to 48 in the second half; and for B1b space,
average annual completions declined slightly fro;439 sgm to 21,159 sgm. Overall,
therefore, the completion rate for Bla and B1lb doedb dropped, but not by as much as
recorded by Savills (this may be partly due touke of slightly different time periods). The
net figures for Bla office completions show an attlecline of nearly 3,000 sgm per year in
the second half of the decade due to loss of larmther uses. The loss amounted to 5,575
sgm a year in Cambridge City, offset by gains 663,sqm a year in South Cambridgeshire.

For other B uses (Blc, B2 and B8) there was aldectine in completions in the second half
of the decade, but it was relatively modest — taltfor these three Use Classes, the average
annual gross completions reduced from 23,310 sqra0t679 sgm. However, the gross
figures conceal considerable net losses of botth (€85.24ha) and floorspace (-45,044 sqm)
in the main manufacturing Use Classes (B1c and\BRich included net losses in both local
authority areas. For B8 there was a net gain iorfpace of 26,260 sqm, despite a net loss of
just over 3ha of land. All of the gains in B8 larahd floorspace were in South
Cambridgeshire, with losses occurring in both imBadge City.

Due to on-going economic concerns, it is diffictdt see take up over the coming period
recovering quickly to the rates achieved in théye2000s.
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Table 3-1: Cambridge & South Cambridgeshire completions 2002/03-2010/11 by Use Class:
Floorspace and Land

Bl Bla Blb Blc B2 B8 Total
Floorspace Gross sqm
. 2002/03-2006/07 2,096 77,430 112,195 27,830 45,478 43,239 305,268
. Average per year 419 14,886 22,439 5,566 9,096 8,648 61,054
. 2007/08-2010/11 12.647 17,524 84,636 15,937 35,891 32,087 207,162
. Avelyear 3,124 4,381 21,159 3,984 8,973 8,022 51,791
Floorspace Net sqm
. 2002/03-2006/07 2,096 10,707 83,376 -15,214 -2,412 12,143 90,696
. Average per year 419 2,141 16,675 -3,043 -482 2,429 18,139
. 2007/08-2010/11 11,801 -11,687 54,677 -2,359 -25,059 14,117 41,338
. Average per year 2,950 -2,922 13,669 -590 -6,265 3,529 10,335
Bl Bla Blb Blc B2 B8 Total
Land Gross ha
. 2002/03-2006/07 0.41 21.45 31.03 10.01 8.35 10.99 82.23
. Average per year 0.08 4.29 6.21 2.00 1.67 2.20 16.45
. 2007/08-2010/11 4.45 8.52 25.53 4.42 8.78 14.01 65.71
. Average per year 1.11 2.13 6.38 111 2.20 3.50 16.43
Land Net ha
. 2002/03-2006/07 0.41 1.18 16.25 -4.41 -10.82 -2.28 1.43
. Average per year 0.08 0.24 3.25 0.88 -2.16 0.46 0.29
. 2007/08-2010/11 4.34 -0.68 4.61 -0.08 -19.93 7.26 -4.47
. Average per year 1.09 -0.17 1.15 -0.02 -4.98 1.82 -1.12

Source: Cambridgeshire County Council monitoringeda
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Table 3-2: Cambridge City completions 2002/03-2010/11 by Use Class: Floorspace and Land

Bl Bla Blb Blc B2 B8 Total
Floorspace Gross sqm
. 2002/03-2006/07 0 23,376 29,578 3,488 12,839 19,088 88,369
. Average per year 0 4,675 5,916 698 2,568 3,818 17,674
. 2007/08-2010/11 152 2,933 5,915 1550 19,109 2,228 31,735
. Avelyear 38 733 1,479 388 4,777 557 7,934
Floorspace Net sqm
. 2002/03-2006/07 0 -34,769 22,106 -18,410 -15,327 -5,173 -51,573
. Average per year 0 -6,954 4,421 -3,682 -3,065 -1,035 -10,315
. 2007/08-2010/11 152 -22,300 -7,484 -7,809 12,705 -6,977 -31,865
. Average per year 38 -5,575 -1,871 -1,952 3,176 -1,744 -7,966
Bl Bla Blb Blc B2 B8 Total
Land Gross ha
. 2002/03-2006/07 0 3.37 6.40 0.77 2.02 3.40 15.95
. Average per year 0 0.67 1.28 0.15 0.40 0.68 3.19
. 2007/08-2010/11 0 0.70 0.59 0.35 0.79 0.59 3.02
. Average per year 0 0.14 0.15 0.09 0.20 0.15 0.76
Land Net ha
. 2002/03-2006/07 0 -13.11 3.10 -4.35 -7.47 -6.36 -28.20
. Average per year 0 -2.62 0.20 -0.87 -1.49 -1.27 -5.64
. 2007/08-2010/11 0 -6.38 -5.02 -1.13 -2.62 -0.93 -16.08
. Average per year 0 -1.60 -1.26 -0.28 -0.66 -0.23 -4.02
Source: Cambridgeshire County Council monitoringeda
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Table 3-3: South Cambridgeshire completions 2002/03-2010/11 by Use Class: Floorspace and Land

Bl Bla Blb Blc B2 B8 Total
Floorspace Gross sgm
e 2002/03-2006/07 2,096 51,054 82,617 24,342 32,639 24,151 216,899
. Average per year 419 10,211 16,523 4,868 6,528 4,830 43,380
e 2007/08-2010/11 12,495 14,591 86,014 15,544 16,782 29,859 175,285
. Average per year 3,124 3,648 21,504 3,886 4,196 7,465 43,821
Floorspace Net sgm
e 2002/03-2006/07 2,096 45,476 61,270 3,196 12,915 17,316 142,269
. Average per year 419 9,095 12,254 639 2,583 3,463 28,454
. 2007/08-2010/11 11,649 10,613 62,161 5,450 -37,764 21,094 73,203
. Average per year 2,912 2,653 15,540 1,363 -9,441 5,274 18,301
Bl Bla Blb Blc B2 B8 Total
Land Gross ha
e 2002/03-2006/07 0.41 18.08 24.63 9.24 6.33 7.59 66.28
. Average per year 0.08 3.62 4.93 1.85 1.27 1.52 13.26
. 2007/08-2010/11 4.45 7.82 24.94 4.07 7.99 13.42 62.69
. Average per year 1.11 1.96 6.23 1.02 2.00 3.36 15.67
Land Net ha
e 2002/03-2006/07 0.41 14.29 13.15 -0.06 -3.35 5.19 29.63
. Average per year 0.08 2.86 2.63 -0.01 -0.67 1.04 5.93
. 2007/08-2010/11 4.34 5.70 9.63 1.05 -17.31 8.19 11.61
. Average per year 1.09 1.43 241 0.26 -4.33 2.05 2.90

Source: Cambridgeshire County Council monitoringeda
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Development pipeline

(i) Insights from Savills’ data®

On the face of it, there is currently a good depelent pipeline. Table 3-4 shows Savills’
estimates of sites likely to come forward for depehent for office and R&D uses in the next
few years. It includes sites with planning perntasind where there is known (by Savills) to
be the potential for development in the short tgprimarily, funding is likely to be
available).

Table 3-4: Development pipeline

Location Grade A offices R&D space Total

Sam (sq ft) Sgm (sq ft) Sam (sq ft)
Prime city centre 25,576 (278,000) - 25,576 (278,000)
Northern fringe 2,116 (23,000) 17,112 (186,000) 19,228 (209,000)
Wider area — business 66,460 (722,400) 60,352 (656,000) 126,812 (1,378,400)
parks
Wider area — other 3,114 (33,844) 844 (9,174) 3,958 (43,081)
Addenbrooke's - 147,200 (1,600,000) 147,200 (1,600,000)
Total 97,266 (1,057,244) 225,507 (2,451,174) 322,773 (3,508,418)

Source: Savills

The Savills data in Table 3-4 cannot be compareettly with the long term availability of
sites with planning permission and allocated, whicluld be defined by the local authorities
as the ‘pipeline’. Savills’ approach is based omarket assessment of sites they believe to
have realistic potential of being developed andupad in the next few years, which in turn
is based on a mixture of hard information and judget. The Savills’ ‘pipeline’ focuses on
offices and R&D space, and excludes allocationsreviiee timing of development remains
very uncertain. In particular, it excludes strategfiocations of 20ha at Northstowe (15ha for
Bla and b, and 5ha for Blc, B2 and B8) and at Néf#ist Cambridge.

(ii) Insights from local authority monitoring data

Tables 3-5-3.7 summarise the local authority dgwelent pipeline, including sites with

planning permission and allocated in Cambridge @itg South Cambridgeshire. The R&D
figures are broadly comparable with Savills’ datdereas the office figures are higher.
However, care should be taken interpreting the GoGouncil floorspace data, since they are

12 Note that Savills’ Availability and Pipeline daage compiled by the firm’s Cambridge based Commercial
Agency and Valuation/Landlord & Tenant Professionedms. Availability’ data are sourced from surveyors,
commercial property publications, desktop/intetragted searches and verified via telephone coni@rsarith
other active participants in the market plaédpéline data are prepared to identify likely development
opportunities, future availability and competinglthimgs for existing clients likely to be availabhéthin the 3-5
year period. Savills’ definition oPipelin€ is not absolute and considers a number of fadtmisiding the current
planning position, existing and required infrastawe provisions, site ownership issues, ground itioms,
funding potential and market desirability which cmmbination, need to provide Savills with the ddafice that a
building can be delivered within a medium term. Bffice and R&D facilities, it includes in its dewgment
pipeline a site if it is confident that the buildinould be delivered in up to a 4 year timeframei¢tv would
include approximately an 18 month construction tahée). Savills’ ‘pipeline’ data do not forecésyond this
timescale and whilst Savills is clearly aware ofumber of key sites which could be included inexténded
pipeline definition’, these are regarded as lommtsites deliverable after a minimum of 5 yearfSxténded
Pipeline’ is defined in terms of sites requiringrsficant master planning, employment allocatioanuling
consents, site assembly and infrastructure works
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based on assumptions about densities of developniere figures have yet to be established
through the planning application process.

The Cambridgeshire County Council monitoring ddtavs that the strongest pipeline is for
B1b land and floorspace, although around threetgrsaof the floorspace is accounted for by
the planning permission for the Biomedical Campudddenbrookes. The pipeline for light

manufacturing (Blc) is particularly small, althougbme of the unrestricted B1 may in
practice be developed for this purpose.

In relation to the geographical distribution of fhipeline, there is slightly more land allocated
for Bla in Cambridge City than in South Cambridgeshand considerably more floorspace
in the pipeline (which is likely to reflect diffeme density assumptions). Over three-quarters
of the land already has planning permission, inogdall of the Bla land in South
Cambridgeshire, which suggests that there is axgtshort term supply. Unsurprisingly,
given the pressure on land resources and prices, tlean 8% of the pipeline land for
manufacturing and storage use (Blc, B2 and B8) Gambridge City.

Overall, the total supply of Bla and Blb land exisethe upper end of the 2011-31 forecasts
in Table 2-11. However, the balance between Bla Bib is not consistent with the
forecasts, which anticipate relatively more demtrach Bla users over the next 20 years (see
Table 2-10).

Table 3-5: Local authority development pipeline: Cambridge City and South Cambridgeshire

Pipeline category B1 Bla Blb Blc B2 B8

Land (ha)

. Planning permission at 1.83 22.27 49.61 7.50 22.70 31.60
31/03/11

. Allocations 23.43 6.89 13.52 0.14 3.97 3.85

. Total land 25.26 29.16 63.13 7.64 26.67 35.45

Floorspace (sgm)

. Planning permission at 7,600 116,457 207,120 14,328 42,880 35,814
31/03/11

¢ Allocations 76,994 40,824 59,300 920 22,473 21,448

e Total floorspace 84,594 157,281 266,420 15,248 65,353 57,262

Source: Cambridgeshire County Council monitoringeda
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Table 3-6: Local authority development pipeline: Cambridge City

Pipeline category B1 Bla Blb Blc B2 B8

Land (ha)

. Planning permission at 0 8.52 27.01 1.88 0.17 0.32
31/03/11

«  Allocations 0 6.89 5.56 0.14 1.47 1.35

. Total land 0 15.41 32.58 2.02 1.64 1.67

Floorspace (sgm)

. Planning permission at 0 65,717 167,041 1,994 456 1,471
31/03/11

. Allocations 0 40,824 33,683 920 7,825 6,800

e Total floorspace 0 106,541 200,724 2,914 8,281 8,271

Source: Cambridgeshire County Council monitoringeda

Table 3-7: Local authority development pipeline: South Cambridgeshire

Pipeline category B1 Bla Blb Blc B2 B8

Land (ha)

. Planning permission at 1.83 13.75 22.60 5.62 22.53 31.28
31/03/11

e Allocations 23.43 0 7.96 0 2.50 2.50

. Total land 25.26 13.75 30.56 5.62 25.03 33.78

Floorspace (sgm)

. Planning permission at 7,600 50,740 40,079 12,334 42,424 34,343
31/03/11

¢ Allocations 76,994 0 25,617 0 14,648 14,648

e Total floorspace 84,594 50,740 65,696 12,334 57,072 48,991

Source: Cambridgeshire County Council monitoringeda

Implications

3.24 Tables 3-8 and 3-9 compare the gross and net ctiondedata from Tables 3-1 to 3-3 with
the gross and net pipeline data from Tables 3-8-fd Great care must be taken in
interpreting these figures for several reasonduieg:

. the past rate of completions may reflect restridadply as much as the situation
regarding demand and market conditions

. land in different locations will be developed dfelient densities, and future densities
may be different from past densities
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Table 3-8: Annual average rate of completions 2002/03 -2010/11 compared with current pipeline - land

Land (ha) B1 Bla Blb Blc B2 B8

Cambridge City & South

Cambs

. Average annual 0.54 3.33 6.28 1.60 1.90 2.78
completions

. Land in pipeline 25.26 29.16 63.13 7.64 26.67 35.45

e Pipeline years 46.78 8.76 10.05 4.78 14.04 12.75

Cambridge City

. Average annual 0 0.45 0.78 0.12 0.31 0.44
completions

e Landin pipeline 0 1541 32.58 2.02 1.64 1.67

. Pipeline years - 34.24 41.77 16.83 5.29 3.80

South Cambridgeshire

. Average annual 0.54 2.88 5.51 1.48 1.59 2.33
completions

e Land in pipeline 25.26 13.75 30.56 5.62 25.03 33.78

. Pipeline years 46.78 4.77 5.55 3.80 15.74 14.50

Source: Cambridgeshire County Council monitorintedand SQW analysis

Table 3-9: Annual average rate of completions 2002/03 -2010/11 compared with current pipeline — land,

net

Land (ha) B1 Bla Blb Blc B2 B8

Cambridge City & South

Cambs

. Average annual 0.53 0.05 2.32 -0.50 -3.42 0.68
completions (net)

e Land in pipeline 25.26 29.16 63.13 7.64 26.67 35.45

. Pipeline years 47.66 583.2 27.21 - - 52.13

Cambridge City

. Average annual 0 -2.17 -0.21 -0.61 -1.12 -0.81
completions (net)

¢ Land in pipeline 0 1541 32.58 2.02 1.64 1.67

. Pipeline years - - - - - -

South Cambridgeshire

. Average annual 0.53 2.22 2.53 0.11 -2.30 1.49
completions (net)

. Land in pipeline 25.26 13.75 30.56 5.62 25.03 33.78

. Pipeline years 47.66 6.19 12.08 51.09 - 22.67

Source: Cambridgeshire County Council monitoringedand SQW analysis
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. Both the gross and net figures are affected byogeof all types of employment land
to other uses during the decade. That is, the digases are probably higher to
compensate for the loss of some existing employrsiées to other uses, and the net
figures are negative because losses exceed gadtfisuise classes in Cambridge, and
in one use class (B2) in South Cambridgeshire.rateeof loss increased over the last
decade, and this clearly cannot continue indefiniteo the future.

3.25 Table 3-8 suggests that the overall pipeline, basedross completion rates over the period
2002/03 to 2010/11, is sufficient for 11.4 yearppy, but net completion rates (excluding
the negative totals) suggest there is sufficient4fd.7 years. The reality will lie somewhere
between these two extremes. Similarly, the grapsrdéis suggest that, based on the average
annual completion rates of the last decade, a t§td8R9ha would be needed across all Use
Classes over the 20 years, 2011-31. However, ihisef is inflated by the fact that gross
completions have been partly offsetting losses.cémtrast the net figures (excluding
negatives) suggest that a total of 72ha of landl vélneeded over the next 20 years for all
Use Classes — a figure which is within the rangggesated by the employment forecasts
(Table 2-11).

3.26  More significant are the big differences betweandtiferent B Class Uses, and also between
the City and South Cambridgeshire (although we diaufue that the spatial distinctions are
only appropriate for market areas, not based onrastmative boundaries). Some key points
which should be considered alongside other datg fflge employment projections and related
estimates of land requirements) are as follows:

. First, the apparent plentiful supply of land foraBdffices in the City almost certainly
reflects the fact that past completions have besstcained by limited supply, not
market demand. Table 3-9 shows a net loss of Bithdaer the last decade, which if
continued into the future, and in the light of fbeecast increase in demand for office
premises from professional, business and finareéalices, would cause supply
shortages

. Second, the majority of B1b land in the pipelin@wh in tables 3-8 and 3-9 is at
Addenbrooke’s. The Biomedical Campus is a vitaetfsr the high tech cluster, but
it is highly constrained in terms of the type otegtable uses, and also currently in
terms of development process (there is no speceldgvelopment). However, since
the monitoring data (which form the basis of thelda) were compiled, planning
permissions have been granted for an additionah&@f land at Granta Park and
Cambridge Research Park

. Third, firms which qualify for Bl(b) space can (ando) occupy Bl(a)
accommodation, but the reverse is not true

. Fourth, according to the Savills data, the cityteand northern fringe, the two most
popular areas with firms, each account for aroutdd the total amount of space
expected to come forward for development in thetdinedium term
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. Fifth, based on gross completions, the pipelinéandl for light manufacturing uses
looks low relative to past take up, unless a highpprtion of the unconstrained B1
land is used for this purpose (which on the facét sleems unlikely due to land
values).

Quantity, quality and choice of sites

The information above on locational preferencestaedviability of development in different
locations suggests that at least for the next Hdsyessues concerning the quality and choice
of sites and premises are likely to be more immbrta firms than the overall quantity of
space. The facts are that the end user demaradriawty focused on the city centre and core
northern fringe, and relatively weak elsewheretli?dor this reason, and partly because it is
more difficult and expensive now to get fundingyelepers also currently find it unattractive
to develop elsewhere in the sub-region, other thlaen end users are prepared to buy (much
more difficult now) or take a long lease (much lesexmon now).

Sustainable development

The need for sustainable development is a consiskeaad running through ELR2008,
including the need for green travel strategieseimployment land and the intensification of
development at sites near to established publispart.

Within the city centre and particularly in walkimiistance of the station and Cambridgeshire
Guided Busway, occupiers are becoming increasiagbgpting of limited parking provision
with a “London” culture emerging where employees awen senior level staff/partners do
not expect an allocated parking space as part @f g#mployment package. By way of
example, Mills and Reeve’s current premises cora@is,000 sq ft (3,220 sgm) with a total
allocation of 175 spaces. Their new offices at Biotddouse total 52,000 sq ft (4,784 sgm)
and only have an allocation of 50 spaces all otivhvill be allocated to visitors. By way of
further example, Microsoft, whose facility is 7808q ft (7,176 sgm), also only has 50
spaces allocated.

This shift in attitude will give confidence to déepers looking to redevelop city centre sites
and intensify the density of development that timalf product will be acceptable to end
occupiers with reduced parking ratios. Outsidehefimmediate city centre, parking remains
an essential requirement for most occupiers: redycovision will often result in the space
being unacceptable to occupiers and/or nearby s@es estate roads becoming “overspill”
parking areas.

In addition, it is apparent that a “bicycle cultuiremains strong particularly with the 20-35
year old age group working within the R&D sectohisT is particularly relevant for
companies locating within the northern fringe scerparks: companies often refuse to
consider relocation outside of the city boundanryféar of losing staff.
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Identify and consider the current vacancy rates of land and
buildings (including the impact of public sector cuts)

The availability of R&D and office space has fluatied with overall availability towards the
end of 2011 decreasing, mainly because there wasenospeculative development being
completed and no significant releases of older espate availability of Grade A space
reduced throughout 2011 and now stands at its lopaat for 10 years. However, in 2012,
the amount of vacant secondary space increasedill Adhedule of current vacancies is
included in Annex D. A summary of vacancies by taaand type is shown in Table 3-10.

Table 3-10: Current floorspace availability by location

Location Grade A (Grade A Secondary (Seconda R&D (R&D Total (Total
office office office ry office Sq ft sgm) Sq ft sgm)
Sq ft sgm) Sq ft Sgm)

Prime City

Centre 14860  (1,367) 15519 (1,428) - - 30379 (2,795)

Secondary 25,022 (2,302) 118,581 (10,909) 11,484  (1,057) 155,087  (14,268)

central area

Cambridge

northern 29,466 (2,711) 66,499 (6,118) 115,867 (10,660) 211,832  (19,489)

fringe

Wider area —

business 111,294  (10,239) 44,454 (4,090) 108,068 (9,942) 263,816 (24,271)

parks

Mﬁr area-  gg 759 (5,130) 10,325 (950) 49,151  (4,522) 115235 (10,602)

Total 236,401  (21,749) 255,378 (23,495) 284,570 (26,180) 776,349 (71,424)

Source: Savills

Table 3-10 shows that there is very little avaligibin the prime city centre location around
Hills Road and Station Road. In the wider centirgla (e.g. Castle Hill, Westbrook Centre,
Clifton Road, etc.), three-quarters of the vacamce is in secondary offices. In total, the
central area accounts for less than a quartereofdtal vacant office and R&D space in the
area.

The northern fringe accounts for just over a quastetotal vacancies. Half of the northern
fringe availability is R&D space on Cambridge ScierPark and St John’s Innovation Park,
and most of the remainder is secondary office spadésion Park in Histon. The latter has
been particularly affected by closure and shrinkafiepublic sector functions (EEDA,
Cambridgeshire Horizons, etc.).

Nearly half the vacant grade A office space in @smnbridge area is located on business
parks in South Cambridgeshire, mainly at CambouBmeilarly, nearly 40% of the vacant
R&D space is on science parks in South Cambridgeshimainly Cambridge Research Park,
but also some space is vacant on Granta Park.
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Consider the impact of the loss of planned major development at
Cambridge East and the potential for employment provision north
of Newmarket Road

The area plan for Cambridge East provided for 1®,0®,000 dwellings, plus 4,000-5,000
jobs on 20-25 hectares of employment land.

As The Marshall Group now intends to continue tairethe Cambridge East site for its own
business us&for the foreseeable future, this removes the 2®@&ares from the available

supply. At this stage, due to lower levels of dttivn the commercial development sector,
this loss may not be as detrimental as it wouldeHaeen if ‘boom’ economic conditions had
been maintained since 2007. However, in the longem, there may be significant

implications from the loss of this quantity of laod the edge of Cambridge. It is not just the
scale of land that is not now available, but itsakion that is important. The evidence of
recent years is that firms want to be close to CGaigb, and therefore sites in and
immediately around Cambridge are, in general, mopuilar than those further afield.

In addition to the airport, the future of The MaliGroup’s holding north of Newmarket
Road remains uncertain. Information from Savillggests that a residential scheme is being
prepared for consideration and no further detailsemployment land proposals are
anticipated.

More positively, an outline planning applicatiorr fofirst phase of Northstowe, to comprise
1,500 homes together with associated and complamgnises, infrastructure and services,
was submitted to South Cambridgeshire District @dust the end of February 2012. The
revised Masterplan for the whole town and the dgwaent framework were also
submitted. The first phase of the scheme incl&desctares (12.3 acres) of employment land
including household recycling and foul water pungpétations.

The phased approach was triggered by the downtunational and local economic prospects
and the government spending review of October 20&lowing which the Al4 road
improvement scheme was withdrawn. This phasedoagprshould enable employment land
to be provided in line with the expected graduabwery in demand. Northstowe should in
time provide a range of employment land for BlabBB1c, B2 and B8 uses. However, the
range depends on the identity that Northstowe catabksh with developers and
employers. It is difficult to tell currently wheghit will be perceived as a Cambridge location
or in the same category as places such as BarGdithbourne and Waterbeach.

Update assessment of employment sites within Cambridge and
close to Cambridge and comment on their continued use and
potential protection from other uses

Based on the analysis completed by Savills, it assfple to make some summary
observations with regard to specific employmergssit

13 And hence the associated jobs will also be rethine
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. The land at Coldhams Lanielentified in ELR2008 asd'site that comprises a former
tip with up to 90 m of landfill which has potentfar employment development for
long terni, has recently been sold by Land Securities toekadn Design and Build
who we understand are not looking to pursue anyl@ment uses for the sife

. Another site sale also mentioned in ELR2008 wadNidigonal Extension College site
at Purbeck Roadvhich Homerton College has recently purchaseds Thmprises a
total of 3.13 acres with approximately 40,000 sq3t680 sqm) of commercial
space. There are no firm plans for the site’sveldgpment at this stage, although we
suspect, due to the nature of the purchaser, tmene be some form of student
accommaodation development anticipated in the future

. It has been recently announced that Spécers site in Sawstas to be sold which
provides a mix of industrial buildings of approxit@y 300,000 sq ft (27,600 sqm).
Potentially these could be extended along with = afismaller commercial office
and studio buildings

. Neath Farm, Church End, Cherry Hintowhich comprises a site of 2.02 acres, has
consent for 40 new residential units. Previoudtg s$ite housed a number of dated,
low eves height, high density industrial units.e$& were predominantly occupied by
low value operators including food production aratecing companies, some of
which served the local Cambridge Market. A siguwifit occupier on the estate,
Wicked Cake Company, chose to relocate outsideaaiiltidge to Haverhill where it
acquired a second hand facility of approximately0Q0 sq ft (920 sgm) as it was
unable to identify cost effective space within tity for its requirement and it had a
large three phase power requirement. [For refergdaverhill rents are around 50%
those of Cambridge and a contributing factor wasftct the senior staff from the
company lived close to the town.]

. A further example of commercial site redevelopmien2011 was the sale of former
BT Engineering Centre in Cromwell Roadhis 3 acre site to the east of the city
centre followed on from other residential redevatepts in that street and sold with
outline consent for 140 residential units.

Both the Neath Farm and Cromwell Roadsites mentioned above were occupied by
functionally obsolete and almost derelict commérbiaildings; both were economically
unviable for redevelopment in a commercial contestritly due to their location and partly
because of the condition of surrounding properties.

In this context, it is important to note that ELRB30emphasised the need to safeguard key
employment sites within the city boundaries andstagdevelopment for alternative higher
value uses, mostly likely residential. The evideabove, and from the monitoring data on
land and floorspace losses, suggests that varitesstsve not been safeguarded in this way
and have been, or are likely to be, developed éwsimg. The response, however, is not

14 Note that in 2006, the Cambridge Local Plan inspemtncluded that Phase 2 of the former Blue Ciritée s
should not be allocated for housing because obtee-riding risk arising from contaminated landheTcurrent
Issues and Options report, produced by Cambridge@ityncil states that it isihclear how much of this would
be developable; likely to be only suitable for carial uses”
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simply to apply the safeguarding policy more rigidllt is very important to consider every
site on its merits and, where possible to safegeangloyment land. However, many city
employment sites are either in fragmented ownerehipousing older buildings which are
unviable for redevelopment with a comparable (4lbew) employment product. In several
cases, the cost of clearance, and sometimes ofdiatiom and improved infrastructure, has
made it impossible to fund redevelopment unlessfir a higher value activity.

Identify whether there is still sufficient employment land in all Use
Classes/market areas, and whether it is in the right location

As discussed above, with regard to the provisioamployment landhe key issue appears

to be more the quality and location of existing praision than the overall quantity of
available land, although based on past completion rates there ajm@sar to be a shortage of
land for light manufacturing. In practice — in @mt market circumstances — increasing the
guantity of provision in virtually all locations taide the city is constrained by viability and
funding issues.

In the paragraphs that follow, we make some cometudomments by summarising the
picture by Use Class.

Offices (Bla)

. Given the economic downturn, the Cambridge offieekat has performed relatively
well over the past 12 months with evidence of glesels of transactions compared
to other UK towns and cities

. At the present time, development, investment ardigier interest has all contracted
into the most popular locations: Cambridge city teeen(particularly the Station
Road/Hills Road area) and the northern fringe ado@ambridge Business Park. A
scarcity of modern accommodation in these primatloos and evidence of strong
demand — particularly from the larger multinatiof®D and professional service
occupiers wishing to expand — means that supplb&iconstrained here

. According to Savills, take-up in 2011 amounted #832 sgm (596,000 sq ft) as
compared to the previous year of 33,580 sgm (365d8Pft). The average for the
previous 5 years was around 39,560 sqm (430,00().s8012 take-up is likely to be
lower due to the lack of Grade A space

. The overall availability fell in 2011 from 101,2G@m (1,100,000 sq ft) to 69,000
sgm (750,000 sq ft). However the majority of theavat space is second-hand, Grade
B stock located outside the city.

. There is limited supply of existing Grade A offiaecommodation in prime locations
and opportunities for local businesses to relobatee been limited. This demand is
generating pre-let activity and speculative cortdiom. However, there is a good
supply of (mainly secondary) offices and land ie Wider area.

SQW 2



Employment Land Review Update and Review of Selective Management of Employment Policies
Report to South Cambridgeshire District Council and Cambridge City Council

R&D uses (B1b)

. The Cambridge R&D sector has proved resilient dutime recession for various
reasons, including its diversity, its focus on intgional markets, and the attraction
of small Cambridge firms to foreign purchasers. &theless, in recent years some
sectors have fared better than others: for exanipke,software, new media and
greentech areas have done well, whereas the phewmtiaad sector has been less
active

. As with the Office sector, there is a dearth ofririland supply in the city except at
Addenbrooke’s which is restricted to biomedical ammgations only, but there is a
reasonable supply in the wider area

. There is a lack of stock available for and combaratof R&D and production,
particularly in the city. This has not been impattan the past due to the contraction
of manufacturing in general, and the small proportf high tech firms undertaking
manufacturing. However, with the possible revivalnmnufacturing in UK, and a
growing interest in local manufacturing by the higlth community, the situation
may well reverse in future

. Financially successful high tech firms have beele @b exercise more locational
choice than business, financial and professionalices, because they can occupy
both Bla and B1b space (e.g. Microsoft in CB1)

. There is limited supply of existing Grade A R&D aomumodation in prime (city
centre) locations and opportunities for businesseslocate have been limited; there
is however provision at the Cambridge BiomedicalmPas (albeit with use
restrictions) and at sites outside the city. Thesndnd for modern space is likely to
lead to pre-lets and consequently constructioriquaatly on the northern fringe.

Industrial and warehousing (B1c, B2 and B8)

. Whilst the Cambridge Office and R&D sectors haveedawell in the economic
downturn, the industrial sector has been slowaespond and its performance has
more closely mirrored the wider region with theatdiake-up for 2011 recorded at
approximately 250,000 sq ft (23,000 sqgm)

. Within the city, availability remains extremely lited with less than 30,000 sq ft
(2,760 sgm) of new build industrial space curremtigilable and little suggestion of
this being increased. Therefore occupiers are dfeed to consider secondary older
stock if they need to be within the A14 boundary

. The total industrial sector availability in the Camdge area is approximately
575,000 sq ft (52,900 sgm), of which over 530,06® £48,760 sqm) is second hand
space. Savills considers approximately 50% of tibtigl space to be of poor quality
and in need of re-development

. In the boom years of 2002-2007, significant newellggments were undertaken in
Papworth and at Buckingway Business Park, boossingply around the city.
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However, these speculative developments are uplikebe repeated for some years,
until the funding situation and the level of demdnwdh improve considerably

. Therefore actual development of the pipeline ofustdal stock outside the city,
which in principle totals approximately 600,000f5¢55,200 sqm), is dependent on
developers finding end users who will provide thprapriate covenant

. City centre industrial and warehouse space corgitade an attractive target for the
development of alternative uses such as residgudidicularly as this stock becomes
older and functionally obsolete.
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4: Planning employment provision for the
economy of the Cambridge area, 2011-31

Introduction and overview

Chapter 2 examined in some detail the nature aal@ ¢ anticipated employment growth in
Cambridge City and South Cambridgeshire, primaniiythe basis of two sets of employment
projections; it converted these into an estimatelehand for employment floorspace and
land by applying current (and well-evidenced) agstizns about employment densities and
plot ratios; and it compared these with the findifigom ELR2008. It observed that
ELR2008 overestimated the scale of employment drowtthe period 2001-2011 and it
concluded (as a resudioth of more cautious employment projecticarsd more demanding
assumptions about employment densities) that tlamtgm of employment floorspace/land
required over the period 2011-31 is a good bit teas that anticipated by ELR2008 for the
period 2001-21.

Chapter 3 considered the changing picture with reega the supply of employment
provision, including with regard to the developmpinteline. Its findings were complex and
nuanced. In essence though, it observed amplelysappss Cambridge City and South
Cambridgeshire across most Use Class#®er thanwith regard to the provision of office
space in prime, city-centre, locations. Howevenlgo noted that the redevelopment of
employment sites for employment uses often appealt® unviable and that as a result, a
good number of sites are being lost, principallhoosing.

On the face of it, the observations made in the ivemeding paragraphs could be seen to be
inconsistent: employment growth prospects appganger in South Cambridgeshire than
Cambridge City, but it is in Cambridge City (andrtpaularly the city centre) that the
pressures on supply are greatest. In our view, dpparent inconsistency is explicable in
terms of two factors:

. underlying demand for prime sites in the city cent high, as evidenced through
high rental levels, but there is a supply constraimd hence not all demand translates
into jobs

. a good proportion of the South Cambridgeshire eymémnt growth is in the northern

fringe and this is effectively part of the city pesty market and growth dynamic.

Nevertheless, the arguments relating to demandapply are — in both cases — complicated
and the overall assessment varies by both Use @fasgeography. From the perspective of
South Cambridgeshire District Council and Cambri@gy Council, the crucial issue is how
these two different narratives relate to each othand where, in turn, this leaves planning
policy (particularly with regard to the scale anddtion of employment provision).

In this chapter — reflecting on the arguments flmth preceding chapters but also drawing in
wider evidence and analysis — we attempt to brivgydifferent strands together through a
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guantitative summary and then a more gqualitatigewdision before drawing out some high
level conclusions and recommendations.

Quantitative stocktake

Based on the quantitative evidence, Table 4-1 baloaws together the headline findings
from both Chapters 2 and 3 with regard to the fudemand for and supply of employment
floorspace. It suggests that:

. with regard to B1c/B2 and B8, pipeline provisiorpagrs to be in excess of forecast
demand. However, based on past completion rateshandiability issues around
redeveloping existing employment sites, land fohtimanufacturing (B1c) is in short

supply

. for B1lb, Savills and Cambridgeshire County Coufitirough its monitoring data)
appear to be in broad agreement with regard tostae of available/pipeline
provision and this is in excess of overall demand

. for Bla, the picture is complex. Comparing Savilgailability/pipeline estimates
with demand points to a shortage of supply. Howdkie Cambridgeshire County
Council pipeline estimates are higher (particuld@rigpen B1 permissions/allocations
are considered alongside Bla). In practice theedgetp which there is balance,
surplus or deficit may well vary substantially bsepise location and by how sites
such as Northstowe are implemented.

Table 4-1: Different measures of current/future demand for and supply of employment floorspace (‘000
sqm)

B1 Bla Blb Blc/B2 B8 Total
Demand: CE Baseline n/a 144 69 -26 36 222
2012 - for 2011/31
Demand: CE Policy-led n/a 160 170 -25 41 244
2012 - for 2011/31
Supply: Savills — Currently  n/a 45.2 26.2 n/a n/a 71.4
available
Supply: Savills — Pipeline n/a 97.9 225.5 n/a n/a 3234
Supply: CCC monitoring 84.5 157.3 266.4 80.6 57.3 646.2

data — Pipeline

Source: SQW — Demand side data are based on CElogment projections. Supply side data are pravibg Savills or
through Cambridgeshire County Council’s monitoritata

Long term imperatives in the Cambridge area’s spatial economy

Sitting somewhere between demand and supply — aseldbparticularly on the consultations
completed in the course of this piece of work bisbaearlier research on the Cambridge
economy — there are, we think, five long term inagiges in relation to the dynamism of the
Cambridge area’s spatial economy. To a limitedemtxtthese are already reflected in
employment projections art factoin the development pipeline, but they are wortéadng
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out explicitly in order to frame and contextualtke recommendations that follow. They are
presented below in no particular order.

1: Recognise the importance — but also the challen  ges — of manufacturing
provision

In relation to the long term vibrancy of the Cardge economy, the importance of
manufacturing is growing — and this, we would arggea major change since ELR2008.
This renaissance is a national phenomenon, undergim part by government policy. But it
takes a particular form in the Cambridge area.

Over recent years, there has been a seemingly radgeodrive to export manufacturing
activity — particularly to low wage locations likehina and India. However wage levels in
previously low wage economies are rising; the cadtshipping products are escalating
rapidly; and the imperatives surrounding the rdliigtof supply are growing. Coupled with
a discernible trend towards bespoke manufactutiregrationale for repatriating production is
clear. In terms of its research base, the Caméraga is continuing to see substantial
investment — most recently at Babraham. Harnessadgexploiting this research competence
to the full will require a viable manufacturing s&c In addition, there is evidence of growth
(and growth potential) in new sectors for which ofasturing provision may be important —
for example, cleantech.

Yet as we saw in Chapter 3, manufacturing sitesrapeatedly being lost to housing,
particularly in Cambridge itself. The reason foistis that many of these sites are expensive
to develop and the land values associated with faatwring provision simply are not high
when compared to some of the alternatives. Theitharefore a clear market failure and
planning policy ought to respond. In this contexir observation surrounding the increased
incidence of hybrid (multi-purpose) buildings is@important: potentially, this could provide
the basis for an evolving approach té'2&ntury provision.

2: Recognise the far higher incidence of homeworki ng

The 2009 Labour Force Survey found that in the EdsEngland, 12% of the urban
population and 18.2% of the rural population, warkeimarily from hom&. The number of
homeworkers has increased significantly in receary, particularly among professionals. In
addition to those who work mainly from home, maityn§ now actively encourage their
employees to spend a minority of their time workirgn home, and this general trend seems
set to accelerate for three different reasons:

. working from home has become muehsier due particularly to the widespread
availability of high speed broadband

. working from home is now widelgcceptedas an integral part of “doing business”,
simply because more people from more firms/orgaioiss are doing it

. working from home is now far moreecessaryas firms attempt to reduce their
floorspace and/or as the costs (in time and moolegdmmuting grow.

5 LFS 2009 cited in Workhubs: smart workspace ferltw carbon economy. Workhubs Network 2010
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4.12 This increase in the incidence of homeworking — #edprofound changes that are coming
with it — was confirmed through our consultations.essence, many Cambridge-based firms
are “doing business differently” and their requissnts in terms of land and premises
provision are changing.

4.13 One consequence is far higher employment densaesicularly with regard to office space.
When calculating land requirements in ELR2008, werage floorspace per job in offices of
19sgm was used, based on the 2B6%loyment Land Reviews Guidance Nsseied by the-
then ODPM. In the 2010 Offpat/CLEmMployment Densities GuidBoorspace to job ratios
were 12sgm per job in standard offices, 10sqm @eiir) business park and serviced offices,
and 8sgm per job in call centres. Therefore, fandard offices, average employment
densities appear to have increased by 50% in sissyand this trend seems set to continue.

3: Acknowledge the increasingly social character o f work and the crucial
importance of access to London, and the significanc e of both vis-a-vis the city
centre

4.14 In parallel with the growth of home-working (andpart as both a cause and consequence of
it), it is apparent that the premium attached tcita centre location is growing — partly to
facilitate social interaction within the wider n@ili and partly because of the imperative for
good access to London; this observation too wafiroeed through our consultations. Over
recent years, the London economy has been far maovgant than any other; London has
grown throughout the recession; and with major $tvents — like cross rail and the
Olympics — the continuing growth of London in terofsits influence seems certain. Many
firms in Cambridge crave good London connectivify-erder to attract both staff and clients
— and many are willing to pay a premium for it. elimplications are clear — particularly vis-
a-vis the use of (and access to) areas around @hgebrailway station and the planned
Cambridge Science Park railway station.

4.15 As noted in Chapter 3, in the Station Road/HillaBa@rea (i.e. close to the railway station
and the route of the Cambridgeshire Guided Buswagupiers are increasingly accepting of
the need for intensification (evidenced, for examphrough very limited parking provision
for both Mills and Reeve and Microsoft). The adedgity of intensification is crucial to
enable more of the demand for city centre spabe tmet.

4.16 Equally, intensification of development on the hern fringe — the other popular area which
should benefit from the planned Cambridge Sciereek Pailway station — should also be
possible through redevelopment at higher densii®s. example, Phase 1 of Cambridge
Science Park is one- and two-storey in extensivergts, and is likely to be redeveloped over
the period to 2031. Even without increasing thetgdat, densities could therefore be
increased by 50-100% without any damage to thetgulthe environmerif.

4.17 On the northern fringes there will also be scoperfew development at relatively high
density around the new station and guided buswigydhange. Given the pressure on space
in these locations, which are the most sustainabl@ell as the most popular office locations

18 We have insufficient information from which to der quantified estimates of the impact on availabit but
the general principle ought to be that higher d@ssivould increase the available floorspace
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in the area, it is absolutely imperative to makentost of the limited land resources available
there.

4: Recognise the role played by professional and f  inancial service providers in
driving growth

A fourth imperative relates to the importance obfpssional and financial services — in
relation to the high tech cluster and, indeed, ngmeerally. Evidence suggests that within
the Cambridge area, the venture capital sectorfoagxample, retrenched and it is actually
weaker now than a decade ago. In part this isagngd in terms of the availability of capital
more generally, but it also reflects the growingpariance of London in the high tech sphere.
Although very difficult to evidence, our consultegtuded to potential latent demand from
London-based professional and financial servicendirfor sites and premises in the
Cambridge area (and some commented that this d@selfibe supportive of further growth in
high tech sectors). The implication is that sonpprapriate provision could be made,
recognising again the importance of the city centileeu.

5: Acknowledge that the University of Cambridge wi Il continue to shape the
Cambridge economy profoundly, through long term inv estment

Finally, we would point to the significance of tbiaiversity of Cambridge with regard to the
evolving spatial economy. In many future-facingalgees, the role of the University is
treated simply as an assumption and then largelgragl. However we think this is a
mistake: over the period 2011-31, the Universitl}f nave a major influence on the spatial
economy — directly and indirectly. West Cambridg# develop and this will emerge as a
real hub in its own right for a global Universityhase economic reach is growing. Equally,
North West Cambridge is planned to provide aroud@® sgm for higher education uses
(Use Class D1) and 40,000 sgmsofi generisresearch institutes and commercial research
uses (Use Class B1(b)). It will be important tbtter employment provision (and indeed
infrastructure) is planned with the growth plangl dimescales of the University firmly in
view, and a good understanding of the implicatiansing from them.

High level conclusions and recommendations

Working through the implications of the argumeng$ sut above — in the context of the
analyses presented in Chapter 2 and 3 — we can asswome high level conclusions and
recommendations relating to the period 2011-31:

. Overall, jobs growth and floorspace requiremengslawer for 2011-2031 than those
that informed ELR2008 over the period 2001-Bit there will be considerable
pressure for Bla space in the city (including stima¢ needs to be available on short-
term leases), and particularly in the city centvbere there is no more land. This
demand is deriving from firms linked to the higlehiecluster — either directly or as
professional/financial service providers. The omby around this is to intensify the
use of existing sites; in our view, allocating m&ed in peripheral locations will not
help in relation to this core growth dynamic (as tharket for peripheral sites is quite
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different). There is, therefore, a need to looktaystically at the potential for
intensification of use in the city centre in ortdeicreate, over time, more office space

. There is also a need to focus on ensuring thatiegi€commitments are brought
forward for development, and that the existing vécdock is improved to encourage
re-use. The higher employment densities and Ijoles growth projections mean
that there is no immediate imperative to compeng&atehe loss of the proposed
employment allocations at Cambridge East

. However, it will be important to ensure there iffisient land for manufacturing in
the area. Where possible, existing manufacturites svithin and close to Cambridge
should be protected from loss to housing or retait, equally it is important to
recognise that market factors dictate that thid wilt be possible in all cases.
Therefore alternative provision is necessary, idiclg at Northstowe but also
possibly in some locations which previously havea heen seen as suitable for
manufacturing, such as Cambridge Research Park.ifidieasing importance of
hybrid buildings which enable flexibility of use eds to be recognised in the way in
which sites are designated for different uses.

. There may be an expectation to factor developmeAi@nbury into employment
land proposals for South Cambridgeshire. Alconbsirgn important resource for the
wider area and it should provide a lot of employtregrace in time, and may become
attractive to some firms currently located in thanmridge area, or considering
moving into the area. However, the market viewrasent appears to be that (i) the
EZ designation is not a particularly important intbee to firms, and (ii) initially at
least, firms will be reluctant to go there becaitds isolated. That view may well
change over time, but it would be unwise for Sdd#ambridgeshire District Council
to assume now that it will provide an attractiveemlative to locations within the
district, particularly in the short term. Even hretlonger term it is likely to become
attractive only relative to the periphery of So@ambridgeshire, not the area close to
the city. Alconbury is not therefore a substititemore local provision

. It will be important to reappraise the role andeial of sites on the edge of
Cambridge. As it stands, Cambridge East is rulgdmile West Cambridge is under
the University’s control and will be developed, lgwadually. To the north, there is
scope for intensification on Cambridge Science Rar#/or finding a way to use
Chesterton Sidings and/or land in the Cowley Raad &r high density employment
uses. If these suggestions prove impossible, ditiadal provision on the northern
fringe can only be made in the longer term, themsmteration needs to be given to
finding new employment land in other sustainabtatmns.
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5: Review of selective management of
employment policies

Introduction

This final chapter reviews the existing selectivanaggement of employment policies in the
Cambridge City Local Plan (adopted in 2006) and $loeith Cambridgeshire Core Strategy
(adopted in 2007) in the light of the precedingcdssion about the demand for, and supply
of, employment land and premises. It also takes &ucount other sources of information,
including interviews with a variety of firms/stal@ters undertaken for this studyand
concerns expressed in th@ambridge Cluster at 50study and theCambridgeshire
Development Studypoth of which resulted from consultations at tinge those studies were
undertaken (2009 and 2011 respectively). The chaptecludes by identifying the potential
benefits and problems which could result from clggthe selective management of
employment policies.

What do the existing policies say?

The selective management of employment policiesCambridge City (2006 Local Plan
policy 7/2) and South Cambridgeshire (2007 Coreaat8y Development Control Policy
ET/1) are almost identical, and restrict permiteaployment uses to the following:

a. All office uses occupying less than 300 sq m, affides of over 300 sgq m (Use Class
Bla) if the occupier provides an essential local sub-regional service or
administrative facility with the majority of its Biness based in the Cambridge sub
region. For Cambridge City only, additionally andeptionally, regional services are
also allowed “where there is a proven need forggooral function”. According to the
Cambridgeshire and Peterborough Structure Plan 2B0Bcy P9/8), this excludes
“national headquarters, call centres, or similar”.

b. High technology and related industries and servigése Class Blb), primarily
concerned with research and development, which shewecial need to be located
close to the universities or other establishedaresefacilities or associated services
in the Cambridge Area. The definition of ‘high teckogy and R&D’ includes
investigation, design and development, up to aludtieg production for testing, but
not mass production.

C. Educational uses and sui generis research estaigligh (Use Class D1) that can
show a special need to be located close to existiagr establishments in related
fields (such as the universities, the teaching halspor private research
establishments). Proposals for new research estafdints, or the expansion of those
existing, therefore must demonstrate a specifidrteebe located near the existing
establishments in the Cambridge area.

Y This included firms/agents with a strong knowledfiemployment provision in and around Cambridge, émd
the case of the firms, first hand and recent egpeg of local relocation and/or expansion
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d. Other small-scale manufacturing and storage (Usssek Blc, B2 and B8) which
contribute to a greater range of local employmeampootunities, particularly those
contributing to the development of local skillsm&ll-scale’ is defined as up to 1,850
sg m of space occupied by any one user on a sitgelscale expansion of such firms
will not be permitted.

According to the South Cambridgeshire Core Strateyy the Cambridge City Local Plan,
the main purposes of these restrictions are to:

. manage carefully development pressures by favoulinge uses which need to be
near Cambridge

. support existing businesses by applying positivécigs towards the appropriate
expansion of existing firms

. recognise innovation and enable Cambridge’s roleaaworld leader in higher
education, research and knowledge-based industries.

What problems have been identified

Over the last two decades, the Cambridge area toasngquickly, including in high tech
sectors, and — compared to elsewhere — it has gre@sdient to recession. At one level, then,
it might be possible to claim simply that the p@ghave had their desired effect. However it
is important to recognise that we cannot commertheri‘counterfactual” — what the growth
profile might have looked like had those policiest bbeen in place: we simply have no
evidence on which to conclude that growth would endneen either stronger or weaker
without the selective management of employmentcigdi What is however clear is that
over recent years, the nature of the high techtadsas changed including — as noted in the
Cambridge Cluster at 56tudy — the far greater functional importance ofidlon connectivity
and the networked business models.

Within this context — and drawing both on consudiatevidence and our own reflections
(from earlier work and the current study) — it igspible to identify some concerns with
regard to the existing policies. These are outlinelow:

. They discriminate against a range of office uses whichoald contribute high

quality, high value jobs to the Cambridge economyThis includes, for example,
HQ functions or professional services which may twin move to Cambridge
because it is an attractive business locationgratian because they have existing
local linkages. The recent employment projectiamrsdambridge show a lower level
of growth in future than previously expected, matarly over the next 10 years.
Much of the forecast growth is in office uses. Mdtoffice uses can or should be
accommodated in Cambridge, but the current policagd further restrict growth,
over and above the effects of the economic downturn

. They havded to a situation in which there is a shortage dB1a offices, relative to
demand Half of the currently available business spaceCambridge and South
Cambridgeshire, and two thirds of the supply pipelisee Table 3-4), is restricted to
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R&D and related uses (i.e. the planning permissiod/or control of the site is for
Blb uses). It is very important to meet the neefddigh tech firms, but many
businesses in the high tech cluster do not qu&tifyBlb space — including, for
example, specialist financial, business and prajaeasservices.

This situation is exacerbated by the fact that Hegh firms which qualify for B1b
space can also choose to locate in other B usesluding Bla offices. Examples
include Microsoft moving to CB1 and Redgate Techgas on Cambridge Business
Park. This is further restricting the availabilitf office space for non-high tech
offices uses, because standard office firms dajualify for B1b space.

. Manufacturing is enjoying something of a reviva] for reasons explained in
Chapter 4, and more good quality manufacturing spa@xpected to be required in
future than previously forecast. However, manufaatuspace is in short supply in
Greater Cambridge. In and around Cambridge theverig little available and there
has been a steady loss of old manufacturing sdebigher value uses, mainly
housing, despite policies to prevent this happenlitge solution could in part be to
apply these policies more rigorously, but the tgal that much of the loss is a
reflection of market economics, which the planngygtem is largely powerless to
counter (except by stopping any redevelopmenteddtrsites). Further afield in South
Cambridgeshire, there is more manufacturing spgadethere is no new space in the
short term pipeline (as defined by Savills) andf blaé existing space is of poor
quality

. Property agents claim that the selective policies acse confusion among
developers and end users, even if they do not actlyaapply, and so may be
deterring investment. It has not been possible to identify specific eghas, but in
the current climate, anything that deters busim@gsstment is, arguably, a problem
unless it is serving an essential and more impbparpose.

How could these problems be addressed?

These issues have a variety of causes, only onghifh is the selective management of
employment policies in Cambridge and South Camlestige. Market factors are particularly

important in relation to the supply of manufactgrispace, and also cause a mismatch
between the spatial focus of demand and the disitito of supply.

However, the selective management of employmentipslare restricting both demand and
supply, and should therefore be reviewed, evehey tare subsequently retained in whole or
in part. Table 5-1 examines the advantages anddwistéages of retaining or
removing/reducing the policy restrictions which aaven rise to the above concerns.
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Policy restriction

Advantages

Disadvantages

The local user conditions
applying to users occupying
over 300 sgm

The restrictions on
manufacturing and storage
in units over 1,850 sgm,

and

Restrictions on R&D and
other high tech activities
which include “mass
production”

Restrictions on research
establishments which
cannot demonstrate a
specific need to be located
near existing research
centres/institutes,
universities or similar
organisations

There is a limited amount of office
space in Cambridge. Major firms can
afford the prime locations, and may
force out essential local services,
including those which support the high
tech cluster

Large scale manufacturing takes up
valuable employment land,
employment densities are usually low,
and there can be adverse
environmental impacts

The Cambridge labour market is
relatively small, therefore research
establishments which have no local
connections could simply cause more
competition for scarce specialist
resources, force up prices, and
disadvantage established facilities,
including the university

Most of the employment growth forecast for
the next 20 years is in office uses. If many
of these are restricted, then where will the
employment growth come from? Large,
non-local office uses can provide high
quality, high value jobs. If there is to be
discrimination, it should be against large
scale, low value uses, but these are
unlikely to come to Cambridge anyway
because it is too expensive.

Manufacturing is enjoying a revival,
including national policy support. High tech
firms in particular should be encouraged to
establish high value manufacturing
activities locally. They can provide valuable
jobs and economic diversification. Land
and property prices will prevent low value
large scale manufacturing locally, and other
planning policies can prevent adverse
environmental impacts.

Mass production is not a helpful term in
relation to planning policy. The implications
of mass production of pharmaceuticals are
completely different from the mass
production of steel.

EA key objective of existing planning policy
is to support Cambridge’s role as a world
leader in higher education, research and
knowledge based industries. It is not the
role of planning policy to restrict labour
market competition.

Source: SQW

Possible implications for high tech firms arising from any relaxation
of selective management of employment policies

An important further perspective on selective mamagnt of employment policies concerns
whether any relaxation could potentially have nivgaeffects on high tech firms.

view, high tech firms are not overly concerned wgilanning policyper se —just the
consequences of it. In this context, we make twerarching observations:

. potentially negative effects could arise if higlehtdirms are seeking non-specialist

office provision (because there could be more cditipe for Bla space)

. restrictive planning policies are concerned witk tise of available land, not the
guantity of provision; hence, if sufficient larglallocated for B1b uses, relaxing the

selective management of employment policies shioala no effect.

Conclusions

In relation to the selective management of emplaywmpolicies, some concluding

observations can be made:
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. One of the key assumptions on which the selectigkcips are based is that
employment demand from firms exceeds the supplyanfl and premises in the
Cambridge area, and therefore the local authoritées afford to be selective in the
types of firms, and activities, that are accommeddtere. Arguably this is no longer
the case, and the forecasts suggest the area xpérience slower growth than
previously expected. Therefore it is important éovery careful about selectivity, to
avoid it further slowing growth.

. Economic development objectives for the area supperhigh tech cluster and the
growth of high value jobs. As currently draftede tiselective management of
employment policies may be at variance with thebgatives. Furthermore, the
property market is largely doing the job of keeping low value activities which do
not need to locate in the Cambridge area: for e¥anipis too expensive to locate
large scale distribution or low value manufacturamywhere in the Cambridge/South
Cambridgeshire area. So, planning policies whiokks® prevent these kinds of
activities are arguably quite pointless, and theypotentially damaging if they have
unintended other consequences

. There is a shortage of offices with Bla permission&€ambridge. Unless this is
addressed through a combination of intensificasind making more land available in
the more attractive locations, it could adversdfga projected employment growth,
which is mainly in office sectors. The evidence gagjs that a combination of
applying local user restrictions and making spacailable beyond the immediate
environs of Cambridge is not going to solve thebpgm of the demand/supply
imbalance in the city

. The size restrictions included in the selectivagied — 300 sgm for non-local office
users and 1,850 sgm for manufacturing — appeae tarbitrary. For example, it is
difficult to see why a local high tech firm, wiskgino establish a manufacturing plant
locally which is bigger than 1,850 sgqm, and whiciesinot fall foul of environmental
or other policies, should be prevented as a maft@ourse from doing so by the
selective management policies. For example, acogtdi the policy it is unclear why
Domino was granted permission for a substantiaresion to its Bar Hill premises;
equally, if Marshalls was not a local firm and westhto move into Cambridge now,
the policy suggests it would not be allowed to do s

. The policy to retain the best manufacturing landamd around Cambridge has had
little effect. Various long established sites h&e®n lost, and this has increased the
market pressure on other manufacturing sites, aadenit more difficult to prevent
further losses. One response to this would be ggest that the policy needs to be
more firmly applied. However, the property markdew is that redeveloping
industrial sites in Cambridge for industrial usenist viable, and simply will not
happen, whatever the policy. The only exceptionld/dne an owner occupier which
wants to remairin situ and expand or modernise (Marshalls is probablybbst
example of retaining a site in current use bec@#usants to continue its business
situ, despite planning policies — and no doubt develaperest — in redevelopment
for housing). It may therefore be sensible to rethe policy but change its wording
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to afford particular protection to occupiers whiglant to remain on site and are
willing to invest in modernisation

. If a distinction needs to be made between whallosvable in the immediate vicinity
of Cambridge, and what is allowable further outGafmbridge, then a logical and
clear boundary is the inner limit of the Green Bedither than the local authority
boundary, because the latter excludes parts ofithen area; this would replace an
administrative boundary with a functional one whighght therefore to be more
meaningful

. There appears to be little point in the selectivelicy requiring research
establishments new to the area to show a “spee&d o be located close to existing
major establishments in related fields (such aautiieersities, the teaching hospital,
or private research establishments), in order tvesktaff, equipment or data, or to
undertake joint collaborative working”. Given théjective to enable Cambridge’s
role as a world leader in research, it is diffidoltsee circumstances in which a new
research institute should be turned away from thml@idge area.
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Annex A: Employment prospects for Cambridge
City and South Cambridgeshire 2011 to 2031
Cambridge Econometrics (LEFM)

An analysis of Cambridge Econometrics’ employment projections
by industry and district*®

This annex provides an overview of employment miopes prepared by Cambridge
Econometrics (CE) in April 2012 for Cambridge Cégpd South Cambridgeshire, covering
the period 2011 to 2031. It provides a breakdownnigin industry sector. Two sets of
projections are analysed. The first set is esdgntatrend, or ‘baseline’. The second set
incorporates anticipated new dwelling constructfoflowing the policies of the current
Cambridge City Local Plan, South Cambridgeshiredldgevelopment Framework and the
East of England Plan 20t6(Regional Spatial Strategy, RSS). In the subsdqagalysis
these projections are described as ‘policy-led’.

Both sets of projections are based on Cambridgedtnetrics’ Regional Economic Prospects
outlook and reflect historic shares of job growyhdistrict and industry sector. The ‘baseline’
takes into account the 2008-based sub-nationallatu projections produced by the Office
for National Statistics (ONS), which envisage tighkly high rates of growth in the region and
in Cambridgeshire. It is important to note that ON8ry recent 2010-based sub-national
population projections have not been incorpordtébhese show a very much lower 2010
base population and subsequent rate of growth mb@idge City and are currently the
subject of challenge by Cambridgeshire County Citsraemographers.

The ‘policy-led’ projections take account of pogida growth associated with the housing
trajectories planned by the District Councils foe tperiod 2011 to 2031, as modelled by
Cambridgeshire County Council’s demographic tea@@RG). However, due to limitations
of the economic forecasting model it has been argso ‘bolt on’ the CCCRG forecast
change in population by age group 2011 to 203heécE 2010 base population profile. This
is relatively straight forward for South Cambridiies, but in the case of Cambridge City it is
important to note that the CE population estimate2010 exceeds that of CCCRG by over
6,000. Consequently the ‘policy-led’ projections &l years of the forecast period show a
similar discrepancy when compared with the CCCRfupagion forecasts.

The first section provides a broad overview of firejections and the second looks at
employment in specific industry sectors. The thsettion provides a comparison with the

18 published April 2012

19 The overall rate of development assumed is cormidi® be relatively optimistic. It should alsorimed that
there is uncertainty about the location of develepnwithin South Cambridgeshire, particularly thistilauted to
‘Cambridge East’ in the RSS, as this site is no loagailable. The population projections assume dhat
equivalent amount of housing will be provided elseve in the district.

2 The scale of change is significant for Cambridgg.Qihe ONS 2008-based projection indicated a pajoumlaf
122,000 in 2011 increasing by 15,000 to 137,000 ; the ONS 2010-based projection (published and¥
2012) indicates a population of 105,000 in 201taasing by 1,000 net to 106,000 in 2031. Cambridgesh
County Council understands that the differences th baseline population and future growth relatthto
treatment of international migrants and visitors.
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projections prepared for the Cambridgeshire Devekat Study (CDS) in spring 2009. An
annex summarises the population growth assumelebgrbjections.

Part 1: Broad overview

Table A-1 provides an overview of employment tofalecast for 2011, 2021 and 2031 for
both Cambridge City and South Cambridgeshire, comg@ahe ‘baseline’ and ‘policy-led’
scenarios. The forecast ‘baseline’ employment lierformer East of England region is also
included.

Table A-1 : Employment projections, Cambridge City & South Cambridgeshire 2001 to 2031, ‘000

District/area 2001 2011 2021 2031 2011/21 (% 2021/31 (%
p.a.) p.a.)

Cambridge City (baseline) 101.8 102.7 108.5 117.5 5.7 (0.6%) 9.0 (0.8%)

Cambridge City (policy- 101.8 102.7 115.1 122.3 12.4 (1.2%) 7.2 (0.6%)

led)

South Cambridgeshire 68.4 81.2 91.3 103.5 10.1 (1.2%) 12.2 (1.3%)

(baseline)

South Cambridgeshire 68.4 81.3 91.1 104.4 9.8 (1.2%) 13.3 (1.5%)

(policy-led)

East of England 2,685.0 2,849.7 3,081.8 3,391.4 232.1(0.8%)  309.6 (1.0%)

CCI/SC as % region 6.3% 6.5% 6.5% 6.5% 6.8% 6.8%

(baseline)

CCI/SC as % region 6.3% 6.5% 6.7% 6.7% 9.6% 6.6%

(policy-led)

Source: Cambridge Econometrics. Note: All figureunded independently.

The table shows that over the period 2011 to 202tiidge City is projected to grow by
5,700 jobs (equivalent to 0.6% per annum) accordinghe ‘baseline’ projection but by a
significantly higher 12,400 jobs (1.2% per annumhew higher population growth is
assumed, as under the ‘policy-led’ scenario. Howegeer the period 2021/31, when the
‘policy-led’ outlook assumes that new dwelling coostion will slow down significantly
within the City’s boundaries, higher job growthsas under the ‘baseline’ projection, (9,000
as compared with 7,200 jobs, or 0.8% per annunorpared with 0.6%).

In the case of South Cambridgeshire the ‘baselara ‘policy-led’ projections envisage

similar levels and rates of employment growth ofeth 2011/21 and 2021/31 periods,
around 10,000 jobs as between 2011/21 and 12,008,800 jobs between 2021 and 2031.
Both projections record 1.2% growth per annum fog period 2011/21. The policy-led

projection equates to 1.5% growth per annum forpéeod 2021/31, whilst the ‘baseline’

equates to 1.3% growth per annum.

As compared with the former East of England regisna whole, the baseline indicates
marginally higher job growth in the combined Cardige City/South Cambridgeshire area
over the forecast period, accounting for 6.8% &f thtal increase in employment 2011/31.
The ‘policy-led’ forecast indicates a higher 9.6%are of growth in the period 2011/21,
falling back to a 6.6% share as new house-buildatgs decrease in Cambridge City after
2021.
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Figure A-1 shows projected employment in 2011, 288d 2031 for both the ‘baseline’ and
‘policy-led’ scenarios for Cambridge City and So@ambridgeshire.

Figure A-1 : Employment in 2011 and projected change in jobs by 2021and 2031, Cambridge City &
South Cambridgeshire, baseline and policy-led projections, ‘000
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Source: Cambridge Econometrics

Part 2 - Industry sector analysis

This section examines the baseline and policy-legleyment forecasts broken down by
industry sectof®. Each district is discussed in turn.

Overview for Cambridge City

Table A-2 provides an overview of projected empleptnchange 2011 to 2021 and from
2021 to 2031 in Cambridge City, broken down by miaitustry sectors for the ‘baseline’
projection. Table A-3 provides a similar analyfis the ‘policy-led’ scenario. Figure A-2

provides a breakdown of change over the whole ge2@ll to 2031 by industry sector,
comparing the two forecasts.

Table A-2 : Main industry sectors Cambridge City: 2001 to 2031 projected employment, ‘000, (%)
Baseline

Industry sector 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)

Agriculture 0.1 0.1 0.1 0.1 -0.0 (-2.0%) -0.0 (-1.8%)
Mining, quarrying etc 0.1 0.0 0.0 0.0 -0.0 (-10%) 0.0 (0.0%)
Manufacturing 6.6 4.1 4.0 4.2 -0.1 (-0.3%) 0.2 (0.5%)
Utilities 0.1 0.2 0.2 0.2 -0.0 (-1.1%) -0.0 (-0.4%)

2 The analysis is based on the Standard Industris@ication (SIC) 2003 rather than the more re&6t2007.
This means that publishing and equipment repa@slaissified as manufacturing rather than services.
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Industry sector 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)
Construction 3.0 2.9 3.1 3.2 0.2 (0.6%) 0.1 (0.4%)
Distribution & motor trade 3.8 2.4 2.6 3.0 0.2 (0.9%) 0.3 (1.2%)
Retailing 8.5 9.4 10.1 11.4 0.7 (0.7%) 1.3 (1.3%)
Hotels & catering 6.1 8.6 9.0 9.0 0.2 (0.2%) 0.0 (0.0%)
Land transport 15 1.9 1.9 2.0 0.0 (0.2%) 0.1 (0.6%)
Water & air transport 0.0 0.0 0.0 0.0 0.0 (0.0%) 0.0 (0.0%)
Communications 2.1 1.8 1.9 1.9 0.1 (0.4%) 0.1 (0.3%)
Finance & insurance 3.0 1.6 1.6 1.7 0.0 (0.1%) 0.1 (0.6%)
Computing services 5.6 4.3 5.1 6.0 0.8 (1.8%) 0.9 (1.8%)
Professional services 13.1 14.6 15.7 17.0 1.2 (0.8|%) 1.3 (0.9%)
(inc. R&D)

Other business services 5.6 6.5 8.0 8.7 1.5 (2.3%) 0.7 (0.9%)
Public administration & 4.7 3.3 2.8 2.9 -0.4 (-1.4%) 0.1 (0.4%)
defence

Education 23.0 22.0 221 23.1 0.1 (0.1%) 1.0 (0.5%)
Health & social work 11.0 14.6 15.7 17.4 1.0 (0.7%) 1.7 (1.1%)
Miscellaneous services 4.0 4.1 4.5 5.5 0.4 (1%) 1.0 (2.1%)
(inc. leisure)

Total 101.8 102.7 108.5 117.5 5.7 (0.5%) 9.0 (0.8%)

Source: Cambridge Econometrics. Note: All figurasnded independently.

Table A-3 : Main industry sectors Cambridge City: 2001 to 2031 projected employment, ‘000, (%) Policy-

led

Industry sector 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)

Agriculture 0.1 0.1 0.1 0.1 -0.0 (-2,0%) -0.0 (-1.9%)
Mining, quarrying etc 0.1 0.0 0.0 0.0 -0.0 (-10%) 0.0 (0.0%)
Manufacturing 6.6 41 4.0 4.2 -0.1 (-0.2%) 0.2 (0.5%)
Utilities 0.1 0.2 0.2 0.2 -0.0 (-1.0%) -0.0 (-0.5%)
Construction 3.0 2.9 3.3 34 0.4 (1.3%) 0.1 (0.2%)
Distribution & motor trade 3.8 2.4 2.8 3.0 0.3 (1.4%) 0.3 (1.0%)
Retailing 8.5 9.4 10.6 11.7 1.1 (1.2%) 1.1 (1.1%)
Hotels & catering 6.1 8.8 9.3 9.2 0.6 (0.6%) -0.1 (-0.1%)
Land transport 15 1.9 2.0 2.1 0.1 (0.7%) 0.1 (0.4%)
Water & air transport 0.0 0.0 0.0 0.0 0.0 (0.0%) 0.0 (0.0%)
Communications 2.1 1.8 1.9 2.0 0.1 (0.6%) 0.0 (0.2%)
Finance & insurance 3.0 1.6 1.7 1.8 0.1 (0.6%) 0.1 (0.4%)
SQW Al
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Industry sector 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)
Computing services 5.6 4.3 5.1 6.1 0.8 (1.9%) 0.9 (1.8%)
Professional services (inc. 13.1 145 16.0 17.3 1.5 (1.0|%) 1.3 (0.8%)
R&D)

Other business services 5.6 6.5 8.2 8.9 1.7 (2.7%) 0.7 (0.8%)
Public administration & 4.7 3.3 3.2 3.2 -0.1 (-0.2%) -0.0 (-0.1%)
defence

Education 23.0 22.0 24.2 24.6 2.2 (1.0%) 0.4 (0.2%)
Health & social work 11.0 14.6 17.5 19.0 2.9 (2.0%) 1.4 (0.8%)
Miscellaneous services 4.0 4.1 4.8 5.7 0.7 (1.8%) 0.9 (1.8%)
(inc. leisure)

Total 101.8 102.7 115.1 122.3 12.4 (1.2%) 7.2 (0.6%)

Source: Cambridge Econometrics. Note: All figur@asnded independently.

Figure A-2 : Projected change in employment by main industry sector, Cambridge City, 201 to 2031,
‘000 B — Baseline; P — Policy-led
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Sectors losing employment

The baseline projection indicates that only oneustiy sector, public administration, is
expected to experience a significant net loss gfleyment over the forecast period 2011 to
2031 in Cambridge City (around 400 jobs). Howeirethe policy-led forecast job losses in
public administration are expected to be only mgdedlecting a link between population
size and government jobs. Very modest losses agedst for employment in agriculture and
minerals, reflecting low levels of jobs attributedthese sectors in Cambridge — historically
primarily comprising administrative jobs. It is yamportant to note a major difference from

SQW
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the forecasts prepared for the CDS (discussed taildmter). This is the fact that
manufacturing employment (as a whole) is now exqktd increase slightly overall between
2011 and 2031, whereas in previous forecasts itewpscted to continue its recent decline. A
detailed analysis by individual industry sector gegjs that a small increase in publishing
jobs is forecast to outweigh continuing lossesnigigeering employment.

Growth sectors

Table A-2 shows the industry sectors projectedréavgoy more than 500 jobs between 2011
and 2031 under the ‘baseline’ scenario in Cambr{Cigye

. Health & social work: 2,700

. Professional services: 2,500 Note: includes legatcountancy, technical
consultancies, R&D

. Other business services: 2,200 Note: includes gmmat agencies, security,
cleaning

. Retailing: 2,000

. Computing services: 1,700

. Miscellaneous services: 1,400 Note: includes leispersonal services etc.

. Education: 1,100

. Distribution & motor trade: 500

Turning to the policy-led employment projectione tiollowing sectors each record growth of
500 jobs or more between 2011 and 2031, (see PaB)e

. Health & social work: 4,300

. Professional services: 2,800 Note: includes legatcountancy, technical
consultancies, R&D

. Education: 2,600

. Other business services: 2,400 Note: includes gmm@at agencies, security,
cleaning

. Retailing: 2,200

. Computing services: 1,700

. Miscellaneous services: 1,600 Note: includes leispersonal services etc.

. Distribution & motor trade: 600

. Construction: 500
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A.15 The additional population growth incorporated ire thpolicy-led’ projection generates
significantly higher job growth in health & sociabrk and education sectors. However, the
impact of higher population living in the City isone@ modest in terms of supporting
additional jobs in other sectors such as retailing.

A.16 It should be noted that no allowance has been nma@éher forecast for the relocation of
Papworth Hospital to the Addenbrooke's site or akerall implementation of the ‘2020
Vision'. Nor has any allowance been made for addél Cambridge University employment
planned for the North West Cambridge site whictaddtes the boundary with South
Cambridgeshire.

Overview for South Cambridgeshire

A.17 Table A-4 provides a summary of projected ‘basélgmaployment by industry sector for
2011, 2021 and 2031; Table A-5 provides a compleéangrbreakdown of the ‘policy-led’
forecast of jobs. Figure A-3 compares employmerange forecast by industry sector for
both the ‘baseline’ and ‘policy-led’ projections.

Table A-4 : Main industry sectors: South Cambridgeshire: 2001 to 2031 projected employment, ‘000,
(%) Baseline

Industry sector 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)
Agriculture 1.0 1.1 1.1 11 0.0 (0.1%) 0.0 (0.1%)
Mining, quarrying etc 0.0 0.1 0.0 0.0 -0.0 (-1.7%) -0.0 (-1.5%)
Manufacturing 15.0 9.5 9.1 8.7 -0.5 (-0.5%) -0.4 (-0.4%)
Utilities 0.3 0.0 0.0 0.0 0.0 (0.0%) 0.0 (0.0%)
Construction 4.1 6.0 6.8 7.2 0.8 (1.4%) 0.4 (0.5%)
Distribution & motor trade 5.0 9.5 9.8 10.1 0.2 (0.2%) 0.3 (0.3%)
Retailing 2.6 3.8 43 5.0 0.5 (1.4%) 0.7 (1.5%)
Hotels & catering 2.6 5.3 5.8 6.0 0.5 (0.9%) 0.1 (0.2%)
Land transport 1.3 1.2 1.2 1.3 0.0 (0.1%) 0.1 (0.6%)
Water & air transport 0.2 0.1 0.1 0.1 -0.0 (-2.2%) 0.0 (0.0%)
Communications 14 0.6 0.7 0.7 0.1 (1.1%) 0.1 (0.9%)
Finance & insurance 0.5 11 11 1.2 0.0 (0.1%) 0.1 (0.4%)
Computing services 6.0 6.2 7.6 10.1 1.3 (2.1%) 2.5 (3.3%)
Professional services (inc. 11.3 15.8 19.9 24.9 4.0 (2.5%) 5.1 (2.6%)
R&D)

Other business services 25 3.3 4.8 5.6 1.5 (4.4%) 0.8 (1.7%)
Public administration & 11 2.0 2.0 2.1 -0.1 (-0.3%) 0.1 (0.4%)
defence

Education 3.3 4.8 4.9 5.2 0.1 (0.2%) 0.3 (0.7%)
Health & social work 7.5 7.5 8.5 9.7 1.0 (1.4%) 1.1 (1.3%)
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Industry sector 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)
Miscellaneous services 2.8 3.2 3.8 4.7 0.6 (1.8%) 0.9 (2.4%)
(inc. leisure)

Total 68.4 81.2 91.3 103.5 10.2 (1.2%) 12.2 (1.3%)

Source: Cambridge Econometrics. Note: All figur@asnded independently.

Table A-5 : Main industry sectors South Cambridgeshire: 2001 to 2031 projected employment, ‘000, (%)
Policy-led

Industry sector 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)
Agriculture 1.0 1.1 1.1 11 0.0 (0.0%) 0.0 (0.1%)
Mining, quarrying etc 0.0 0.1 0.0 0.0 -0.0 (-1.7%) -0.0 (-1.5%)
Manufacturing 15.0 9.5 9.1 8.7 -0.5 (-0.5%) -0.4 (-0.4%)
Utilities 0.3 0.0 0.0 0.0 0.0 (0.0%) 0.0 (0.0%)
Construction 4.1 6.0 6.8 7.3 0.8 (1.3%) 0.5 (0.7%)
Distribution & motor trade 5.0 9.5 9.8 10.1 0.2 (0.2%) 0.4 (0.4%)
Retailing 2.6 3.8 43 5.0 0.5 (1.3%) 0.7 (1.7%)
Hotels & catering 2.6 5.3 5.8 6.0 0.5 (0.9%) 0.2 (0.4%)
Land transport 1.3 1.2 1.2 1.3 0.0 (0.1%) 0.1 (0.7%)
Water & air transport 0.2 0.1 0.1 0.1 -0.0 (-2.2%) 0.0 (0.0%)
Communications 14 0.6 0.7 0.8 0.1 (1.1%) 0.1 (1.0%)
Finance & insurance 0.5 11 11 1.2 0.0 (0.0%) 0.1 (0.5%)
Computing services 6.0 6.2 7.6 10.1 1.3 (2.1%) 2.5 (3.3%)
Professional services (inc. 11.3 15.8 19.8 25.0 4.0 (2.5|%) 5.2 (2.6%)
R&D)

Other business services 2.5 3.3 4.7 5.6 1.5 (4.4%) 0.9 (1.8%)
Public administration & 11 2.0 2.0 2.1 -0.1 (-0.4%) 0.2 (0.8%)
defence

Education 3.3 4.8 4.9 5.3 0.1 (0.1%) 0.5 (0.9%)
Health & social work 7.5 7.5 8.5 10.0 0.9 (1.3%) 1.5 (1.8%)
Miscellaneous services 2.8 3.2 3.7 4.7 0.5 (1.7%) 1.0 (2.7%)
(inc. leisure)

Total 68.4 81.3 91.1 104.4 9.8 (1.2%) 13.3 (1.5%)

Source: Cambridge Econometrics. Note: All figurasnded independently.
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Figure A-3 : Projected change in employment by main industry sector, South Cambridgeshire, 201 to
2031, ‘000 B - Baseline; P — Policy-led
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Sectors losing employment

Only one sector, manufacturing, is forecast to kigaificant numbers of jobs over the period
2011 to 2031. Both the ‘baseline’ and ‘policy-lemjpctions show a loss of around 800 jobs
over the twenty year period, around 0.5% per anridoavever, this reduction is significantly
less than forecast by CE in 2009; then the ‘polédy- projection of manufacturing jobs
anticipated a loss of 3,400 jobs between 2011 @81 reducing from 12,100 down to
8,600). It should be noted that Tables 4 and 5catdi that manufacturing employment
reduced very significantly between 2001 and 2011.

Neither forecast incorporates the impact of closhmgarmy base at Waterbeach, planned for
2013, nor the anticipated closure of the army’sming base at Bassingbourn. These closures
will not only impact directly in terms of reduceéfdnce employment but will have spin-off
implications for supporting activities.

Growth sectors

The growth sectors identified by the ‘baseline’ afmblicy-led scenarios in South
Cambridgeshire are similar in terms of the emplayn@owth anticipated and are listed as
follows. Sectors forecast to grow by at least il jbetween 2011 and 2031 include:

. Professional services: 9,100 baseline; 9,200 pdddy Note: includes legal,
accountancy, technical consultancies, R&D

. Computing services: 3,800 in both baseline anccpadéd scenarios

. Other business services: 2,300 baseline and 2,4f)igyfed. Note: includes
employment agencies, security, cleaning
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. Health & social work: 2,100 baseline and 2,400qpled

. Miscellaneous services: 1,500 in both baseline paolicy-led scenarios. Note:
includes leisure, personal services etc.

. Retailing: 1,200 in both baseline and policy-ledrsrios
. Construction: 1,200 baseline and 1,300 policy-led

. Hotels & catering: 600 baseline and 700 policy-led

. Distribution & motor trade: 500 baseline and 600qysled
. Education: 400 baseline and 600 policy-led

As with Cambridge City, no allowance has been nfadée relocation of Papworth Hospital

to the Addenbrooke’s site in Cambridge in 2015. Mas any allowance been made for
additional Cambridge University employment in Nowhest Cambridge (a site straddling the
boundary with Cambridge City).

Land use implications of employment change & growth

Table A-6 provides a summary of the potential lasd-implications of the employment
forecasts for Cambridge City; Table A-7 providesc@mplementary analysis for South

Cambridgeshire.

Table A-6 : Change in projected employment in Cambridge City 2011 to 2031, selected industry sectors
and implications for land use

Selected industry sectors

Baseline forecast

Potential land -use
implications

Policy -led forecast

Agriculture
Quarrying

Manufacturing

Construction

Distribution

Retailing

Hotels & catering

Land transport
Communications
Finance & insurance

Computing services

Very small loss
Very small loss

Net gain of around
100 jobs

Gain of 300 jobs

Gain of 500 jobs

Gain of 2,000 jobs

Gain of 300 jobs

Gain of 100 jobs
Gain of 100 jobs
Gain of 100 jobs

Gain of 1,700 jobs

Very small loss Mainly office-based in City

Very small loss Office based

Net gain of around 100  Losses in engineering and a
jobs gain in publishing. Unlikely that

job losses will release land for
employment uses

Gain of 500 jobs

Gain of 600 jobs

Gain of 2,300 jobs

Gain of 500 jobs

Gain of 200 jobs
Gain of 100 jobs
Gain of 200 jobs

Gain of 1,800 jobs

Most jobs likely to be on
construction sites

Requires land
Significant empty retail space
available but may need

reconfiguring

Significant planning permissions
for new hotels in City

Most jobs peripatetic
Office and home based
Mainly office based

Mainly office based

SQW
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Selected industry sectors

Baseline forecast

Policy -led forecast

Potential land -use
implications

Professional services

Other business services

Public administration &
defence

Education

Health & social work

Miscellaneous services

Gain of 2,500 jobs

Gain of 2,200 jobs

Loss of 300 jobs

Gain of 1,100 jobs

Gain of 2,700 jobs

Gain of 1,400 jobs

Gain of 2,700 jobs

Gain of 2,400 jobs

Loss of 100 jobs

Gain of 2,600 jobs

Gain of 4,300 jobs

Gain of 1,600 jobs

Office and laboratory space
required

Some office based jobs but
many based at clients’ premises
(e.g. employment agency,
security and cleaning jobs)

Office based.

Excludes additional job growth
at Cambridge University (West
and North West Cambridge)

Domiciliary care involves
peripatetic jobs; also institution
based; excludes relocation of
Papworth Hospital.

Some use of retail premises as
well as bespoke leisure facilities
and offices

Source: Cambridge Econometrics and SQW

Table A-7 Change in projected employment in South Cambridgeshire 2011 to 2031, selected industry
sectors and implications for land use

Industry sectors

Policy job change
2011/31

Baseline job change
2011/31

Land use implications

Agriculture
Mining & quarrying

Manufacturing

Utilities
Construction
Distribution

Retailing

Hotels & catering

Land transport
Water & air transport
Communications
Finance & insurance
Computing services
Professional services

Other business services

Very small gain
Very small loss

Net gain of around 100
jobs

Very small loss
Gain of 460 jobs
Gain of 600 jobs

Gain of 2,300 jobs

Gain of 450 jobs

Gain of 200 jobs
nil

Gain of 150 jobs
Gain of 150 jobs
Gain of 1,750 jobs
Gain of 2,700 jobs

Gain of 2,400 jobs

very small gain
very small loss

net gain of around 100
jobs

very small loss
Gain of 300 jobs
Gain of 500 jobs

Gain of 2,000 jobs

Gain of 250 jobs

Gain of 140 jobs
nil

Gain of 130 jobs
Gain of 110 jobs
Gain of 1,700 jobs
Gain of 2,500 jobs

Gain of 2,230 jobs

No land use requirement
office based

add employment agency
workers

office based
Mainly on site
Require sites

Significant empty retail space
available

New hotels with planning
permission

No land use requirement
No land use requirement
office based

office based

office and home based
office based

agency, security and cleaning
workers will be on customers'
premises

SQW
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Industry sectors Policy job change Baseline job change Land use implications
2011/31 2011/31

Public administration & loss of 100 jobs loss of 340 jobs office based

defence

Education Gain of 2,600 jobs Gain of 1,140 jobs schools, colleges and
university

Health & social work Gain of 4,300 jobs Gain of 2,700 jobs wide range of sites, including
home. Adjust for Papworth
relocation

Miscellaneous services Gain of 1,600 jobs Gain of 1,400 jobs entertainment sites and high

Total

street locations

Gain of 19,600 jobs Gain of 14,750 jobs

Source: Cambridge Econometrics and SQW

Summary — main issues arising

The ‘trend’ projections of employment for Cambridhige present a number of key issues
and can be summarised as follows:

Cambridge Econometrics expects job growth in Cadgeri City and South
Cambridgeshire to increase at a very similar ratthé region as a whole under the
‘baseline’ projection. ‘Policy-led’ growth is highesspecially in the period 2011/21.

It is important to appreciate that the ‘policy-ledcenario relates solely to
assumptions regarding population growth linked kanped dwelling construction.

For example, no allowances have been made for rlactoch as the move of
Papworth Hospital from South Cambridgeshire to Qaoigle City nor the closure of

two army bases in South Cambridgeshire. At thigesteo modelling has been carried
out to assess the possible impact of the new AlggnkEnterprise Zone on

employment prospects in South Cambridgeshire o€Cttye

The economies of Cambridge City and South Cambsitige are closely bound with
a number of key employment sites straddling the iadinative boundary. It is
important to appreciate that employment moves yrbetween the districts and there
is some scope to use land allocations as a paadyfér relocating jobs.

Four main industry sectors are projected to accfaurthe bulk of new job growth in

the combined Cambridge City and South Cambridgesiniea: professional services
(including R&D), computing services, health & sdcigork and ‘other business

services’, (including employment agencies, contraetckaging, security and

cleaning). Each sector is expected to supportest [€,500 additional jobs between
2011 and 2031 under the baseline projection afehat 4,800 jobs under the policy-
led scenario.

In the combined area there are four sectors withenmaodest projected growth of
between 1,500 and 3,500 jobs under the baselireedst. These include retailing,
miscellaneous services, construction and educationaddition, distribution is
expected to increase by around 1,200 jobs.
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. Manufacturing jobs are projected to decline by atb800 jobs between 2011 and
2031. This is a very much lower job loss than fastdy Cambridge Econometrics in
early 2009.1t appears that significant job lossagehbeen incurred in the period 2001
to 2011. Changes in the organisation of labour me#imat some jobs in
manufacturing may be carried out by people workiog employers classified as
‘other business services’, such as employment aggnc

Part 3: Comparison with Cambridgeshire Development Study
employment forecasts (2009)

This section compares the April 2012 employmengdasts with those produced by CE for
the Cambridgeshire Development Study (CDS) in e20§9. Two forecasts were produced
for the CDS; a baseline trend projection and a cydkd scenario, based on the
Cambridgeshire district house-building rates inooaged in the 2006 East of England Plan
dwelling target&. However it should be noted that both the basedine policy-led CDS
forecasts in 2009 incorporated the following asstiong:

. The move of Papworth Hospital from South Cambritigesto Cambridge City was
incorporated
. An allowance for additional Cambridge Universitybgo on the North West

Cambridge site was made

. Agricultural employment estimates and forecasts ewamended to incorporate
DEFRA farm survey data. This had the consequenceairitaining job levels, rather
than modelling a decline in employment.

A comparison of the Cambridge City forecasts fodR2@ 2031 is given in Table A-8 and
Figure A-4 and South Cambridgeshire is coveredabld A-9 and Figure A-5.

Table A-8 : Comparison of Baseline & Policy-led employment projections, 2009 and 2012 Cambridge
City 2001 to 2031, ‘000

Model run 2001 2011 2021 2031 2011/21 2021/31
annual annual
average average

Baseline 2009 98.5 99.3 108.9 117.1 1.0 0.8

Baseline 2012 101.8 102.7 108.5 117.5 0.6 0.9

Policy-led 2009 98.5 101.0 114.0 121.1 1.3 0.7

Policy-led 2012 101.8 102.7 115.1 122.3 1.2 0.7

Source: Cambridge Econometrics. Note: All figureunded independently.

2 The East of England Plan house building targetereml the period up to 2021; thereafter the CDSrasdithat
house-building rates would continue at similar alrevels to 2031. However, in the case of the Cadgbrarea
South Cambridgeshire provided additional housing Enmake up for a shortfall in the City itself.
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Figure A-4 : Projected change in employment 2011/31 , various scenarios Cambridge City, ‘000
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A.26 As discussed above, both 2009 CDS scenarios wesente extent policy-driven in that they
incorporated a number of assumptions about thecagtm of employment from South
Cambridgeshire to Cambridge City in the 2011/21qgker

Table A-9 : Comparison of Baseline & Policy-led employment projections, 2009 and 2012 South
Cambridgeshire 2001 to 2031, ‘000

Model run 2001 2011 2021 2031 2011/21 2021/31
annual annual
average average

Baseline 2009 66.1 77.1 84.1 93.3 0.7 0.9

Baseline 2012 68.4 81.2 91.4 103.6 1.0 1.2

Policy-led 2009 66.1 76.9 84.0 95.6 0.7 0.9

Policy-led 2012 68.4 81.3 91.1 104.4 1.0 1.3

Source: Cambridge Econometrics. Note: All figureunded independently.
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Figure A-5 : Projected change in employment 2011 to 2031, various scenarios, South Cambridgeshire,
‘000
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As discussed above, both 2009 CDS scenarios asstimae@location of employment from
South Cambridgeshire to Cambridge City and thisawts for some of the difference in
output as compared with the 2012 model runs.

However, looking at the two districts together B9 ‘baseline’ model indicated job growth
of 34,000 between 2011 and 2031 as compared with0B7as output from the 2012
‘baseline’ run. The 2009 ‘policy-led’ forecast ftire combined area indicated an additional
38,700 jobs between 2011 and 2031. The 2012 ptdityun indicates job growth of 42,700
over the same period.

The 2009 model runs were carried out just as tleesson was starting and anticipated
significant job losses and associated increasednplogyment over the period through to
2011. However, it became clear through 2009 thatyneemployers were managing to spread
the impact of the recession through actions sualedscing hours and holding down wages.
In practice unemployment did not rise as high as w#ially forecast.

This has had an impact on the current 2012 modhel. iilthough the recession has continued
for a longer period than many observers contenglate2009, the impact on jobs has not
been as severe as initially assessed.

Population projections

This section summarises the underlying assumpbtarnzopulation growth incorporated in the
district employment projections. Table A-10 andufggA-6 provide an overview.
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Table A-10 : Projected population in Cambridge City & South Cambridgeshire districts, 2011 to 2031
various scenarios, ‘000

District/model 2001 2011 2021 2031 2011/2021 (% 2021/2031 (%
p.a.) p.a.)

Cambridge City

CE baseline 2012 110.0 127.7 133.9 142.9 6.2 (0.5%) 9.0 (0.7%)
CE policy-led 2012 110.0 1275 1545 157.6 27.0 (2.1%) 3.1 (0.2%)
CCCRG 2011 110.0 121.3 147.4 151.0 26.1 (2.2%) 3.6 (0.2%)
South

Cambridgeshire

CE baseline 2012 130.7 148.2 166.0 181.2 17.8 (1.2%) 15.2 (0.9%)
CE policy-led 2012 130.7 149.5 164.7 188.6 15.2 (1.0%) 23.9 (1.5%)
CCCRG 2011 130.6 146.0 164.3 188.4 18.3 (1.3%) 24.1 (1.5%)
East of England 5,400.5 5,849.3 6,345.2 6,831.8 495.9 (0.8%) 486.6 (0.8%)
CC/SC share of region 4.5% 4.7% 4.7% 4.9% 4.8% 5.0%
CE baseline

Source: Cambridge Econometrics

Overall ‘baseline’ population growth in CambridgétyCin the period 2011 to 2021 is
expected to amount to 6,200; the policy-led growitorporated in CE’s 2012 model run
amounts to 27,000. However, as available housimgl s built out, population growth
between 2021 and 2031 drops steeply. It amount3, 160 in the policy-led scenario as
compared with a higher 9,000 under the ‘baselissumptions.

The ‘baseline’ population growth in South Cambrisljee between 2011 and 2021 is
projected to be 17,800, slightly higher than thécgeded projected growth of 15,200. (It is

understood that the variance between the CE pldtyforecast and the CCCRG forecast
relates to a different age profile at 2010). Oves period 2021/31 the ‘baseline’ growth
amounts to 15,200, significantly lower than theg@poled increase of around 24,000.

For the combined area ‘baseline’ population groammounts to 24,000 between 2011 and
2021 and 24,200 between 2021 and 2031, (equivlelel®% per annum 2011/21 and 0.8%
per annum between 2021/31.) The ‘policy-led’ growshsignificantly higher over the
2011/21 period, amounting to 42,200, equivalenfi.& per annum. This compares with
anticipated regional population growth of 0.8% penum. However, for the period 2021/31
the expected population growth falls to 27,000leting the steep cut back in new house
building in Cambridge City. The overall rate of gth is expected to be in line with the
regional average, 0.8% per annum.
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Figure A-6 : Population increase Cambridge City (CC) and South Cambridgeshire (SC), 2011 to 2031,
CE Baseline & Policy-led projections (2012)
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A.35 It should be noted that the CE model does not paate specific assumptions about
dwelling numbers and hence new construction. Toetktent that the ‘baseline’ modelling
builds on ONS population projections the model Wwél complementary to CLG’s household
projections. However, there is no direct one-to-ime
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Annex B: ‘Baseline’ employment prospects for
Cambridge City and South Cambridgeshire 2011
to 2031: Oxford Economics (EEFM)

An analysis of Oxford Economics’ East of England Forecasting
Model (EEFM) 2012 baseline employment projections

Introduction

This annex provides an overview of employment mtop@s for Cambridge City and South
Cambridgeshire districts for the period 2011 to Zd&oken down by main industry sector.
The projections have been produced by Oxford EcicerfOE) and published alongside
those of other districts constituting Local Econoraartnerships (LEPS) in April 2012, using
the methodology developed for the East of Englame€asting Model (EEFM). They take
some account of the 2008-based sub-national papulatojections produced by the Office
for National Statistics (ONS), but the migratiors@sptions have been made by OE. The
latest ‘actual’ jobs data included relate to ZdEhd therefore the dataset for 2011 is actually
a forecast.

It is important to note that the projections reflacstoric shares of growth by district and
industry sector applied to national and regionabei® of employment prospects. They are
not ‘policy-led’ and consequently do not take actoof either the adopted East of England
Plan nor the more up-to-date housing trajectoeslistrict council areas in Cambridgeshire.
The 2006 Plan envisaged a ‘step change’ in theeqpatif development in Cambridgeshire
county, with greater emphasis on Cambridge City &odith Cambridgeshire and lower
shares and rates of growth in East Cambridgeskhizaland and Huntingdonshire than in
recent years.

The first section provides a broad overview andstheond looks at specific industry sectors.
The third section provides a comparison with Caddwi Econometrics’ (CE) baseline
employment forecasts, also published in April 20A8. annex summarises the population
growth assumed by both OE and CE trend projections.

Part 1: Broad overview

The baseline forecast assumes that growth in GVihenEast of England will average 2.7%
per annum 2011 to 2021 and average a lower 2.3%ampenm between 2021 and 2031,
averaging 2.5% over the twenty year pefiod

2 Note that our analysis was completed on the lisfse baseline projections published by OE in il
2012. A few weeks later, these baseline projestiare replaced by another set in which the nunfoers
Cambridge City were really rather different. Annex Bnd the references throughout this report — tefére
earlier set of published projections

24 Employee jobs data from ONS’ Business Register Eympémt Survey (BRES) for September 2010

% This compares with the EEFM GVA regional growttegain the autumn 2010 baseline of 2.8% p.a. 2a11/2
and 2.1% p.a. 2021/31. The 2001 to 2011 GVA grgn¢h in EEFM 2012 has been revised down to 1.5% fro
2.2% in EEFM autumn 2010.

SQW 51



B.5

B.6

Employment Land Review Update and Review of Selective Management of Employment Policies
Report to South Cambridgeshire District Council and Cambridge City Council

Table B-1 indicates a forecast increase of 30,666 jn Cambridge City and 25,200 in South
Cambridgeshire between 2011 and 2031. In the p@@dd to 2021 this is equivalent to an
average annual growth rate in both districts ofd falling to 1.0% annual growth between
2021 and 203%. In contrast, annual average growth in the Bagingland as a whole is

forecast to be lower: 1.1% between 2011 and 202l &A% between 2021 and 2031.
Consequently the combined Cambridge City/South Camlgbshire area accounts for an
increasing share of the region’s jobs over the dase period. The two districts together
accounted for 6.1% of the region’s employment i©D20by 2031 they are expected to
account for 7.2%.

Table B-1 : Employment projections, Cambridge City & South Cambridgeshire districts 2001 to 2031,
‘000

District/area 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)
Cambridge City 95.5 97.9 117.3 128.4 19.4 (2.0%) 11.1 (0.9%)
South Cambridgeshire 68.2 83.1 98.5 108.2 15.5 (1.9%) 9.7 (1.0%)
Cambridge & South 163.7 181.0 215.8 236.6 34.8 (1.9%) 20.8 (1.0%)
Cambs

East of England 2,662.7 2,844.4  3,150.5  3,290.2 306.1 (1.1%) 139.8 (0.4%)
CC/SC as % region 6.1% 6.4% 6.8% 7.2% 11.4% 14.9%

Source: OE EEFM 2012. Note: All figures roundedeipendently.

Figure B-1 shows the estimated and forecast emmayrgrowth by the decades between
2001 to 2031 for both districts.

Figure B-1 : Employment in 2001 and projected change in jobs 2011 to 2031, Cambridge City & South
Cambridgeshire, ‘000
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Source: Oxford Econometrics EEFM 2012 baseline

% Simple annual average % growth rate
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Part 2: Industry sector analysis

The industry sectors in the EEFM 2012 are basetherStandard Industrial Classification
2007 (SIC 2007) and are not consequently direaiymgarable with SIC 2003, as used by
Cambridge Econometrics (CE). In order to assistpganison with the CE job forecasts the
OE industry sectors have been aggregated to broagg providing as close a match as
possible. However, a number of important differensigould be noted:

. In SIC 2003 ‘publishing’ is a manufacturing actyvitn SIC 2007 it is a service, often
combined with broadcasting — which is a ‘miscel@umgeservice’ in SIC 2003

. Waste and remediation activities are identifiedasafely in SIC 2007 whereas in SIC
2003 they are again treated as a ‘miscellaneouiskactivity

. In SIC 2007 telecommunications are separated offi fpostal services; the latter are
classified as land transport, along with warehagisin

Overview for Cambridge City

Table B-2 provides an overview of projected emplegpinchange forecast for the periods
2011 to 2021 and 2021 to 2031 by main industryaseict Cambridge City. Figure B-2
provides a breakdown of change by decade. The ®%&apeum’ figures are a simple year on
year change.

Table B-2 : Main industry sectors 2007 to 2031, projected employment in Cambridge City, ‘000, (%)

Industry sector (SIC 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)
2007)

Agriculture 0.1 0.1 0.1 0.1 0.0 (-1.0%) 0.0 (-1.7%)
Mining, quarrying etc 0.0 0.0 0.0 0.0 0.0 (-2.5%) 0.0 (-3.0%)
Manufacturing 6.4 2.9 24 1.9 -0.5 (-1.8%) -0.5 (-2.1%)
Utilities 0.2 0.3 0.3 0.2 0.0 (-1.4%) 0.0 (-1.4%)
Construction 2.6 2.2 3.0 3.4 0.8 (3.5%) 0.4 (1.5%)
Distribution 3.6 25 3.0 3.0 0.5 (1.9%) 0.1 (0.3%)
Retailing 8.3 9.4 11.4 11.9 2.0 (2.1%) 0.5 (0.5%)
Hotels & catering 5.7 5.5 6.7 7.0 1.2 (2.1%) 0.3 (0.4%)
Land transport 2.2 2.0 2.4 2.6 0.4 (2.1%) 0.1 (0.6%)
Water & air transport 0.0 0.0 0.0 0.0 0.0 (0.7%) 0.0 (1.2%)
Telecommunications 1.0 0.8 0.9 0.9 0.1 (0.8%) 0.0 (0.0%)
Publishing & broadcasting 2.6 2.2 2.3 2.3 0.1 (0.7%) 0.0 (-0.1%)
Financial services 2.8 1.3 11 0.9 -0.2 (-1.5%) -0.2 (-2.2%)
Computing services 3.3 3.9 5.3 6.4 1.5 (3.8%) 1.1 (2.1%)
Professional services 11.7 13.8 19.6 22.4 5.8 (4.2%) 2.8 (1.4%)
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Industry sector (SIC 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)
2007)

Other business services 5.1 6.4 9.2 10.4 2.9 (4.5%) 1.2 (1.3%)
Public administration & 3.9 2.7 25 2.7 -0.1 (-0.5%) 0.1 (0.5%)
defence

Education 22.0 23.4 26.0 29.2 2.6 (1.1%) 3.2 (1.2%)
Health & social care 10.1 14.3 15.9 17.6 1.7 (1.2%) 1.7 (1.1%)
Miscellaneous services 3.8 4.3 5.2 5.5 0.9 (2.0%) 0.4 (0.7%)
(personal, waste, leisure

etc)

Total 95.5 97.9 117.3 128.4 19.4 (2.0%) 11.1 (0.9%)

Source: Oxford Economics EEFM 2012. Note: Alliffis rounded independently.

Figure B-2 : Projected change in employment by main industry sector, Cambridge City, 2001 to 2031,
‘000
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In the table the ‘professional services’ sectodudes R&D and property alongside ‘other
professional services,” such as accountancy ara kgrvices. The figure identifies these
three categories separately.

The projections indicate that the manufacturingtaealone is forecast to experience a
significant loss of employment over the period 262031, amounting to 1,000 jobs. It is,

however, important to note a significant cavedgtigg to the organisation and employment

of labour. There is evidence to indicate that maatufring employers have increased their use
of agency staff, especially for seasonal and sieont- production. However, employment

agency and ‘gangmaster’ labour is classified ase€iotbusiness services’ employment

irrespective of the actual work carried out. Prdaduacking is also classified as a business
service regardless of what is being packed. Therathctor forecast to lose more than 250
jobs is financial services, with an anticipatedslo§400 over the twenty year period.
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The broad sectors expected to expand significd2{00 jobs or more over the period to

2011/2031) include professional services, educatiher’ business services, health & social

care, computer services and retailing. Other seétwecast to increase by 1,000 or more jobs
include hotels & catering, construction, miscellaun® services and property. The primary

growth sectors are:

. Other professional services: 7,000
. Education: 5,800

. Other business services: 4,100

. Health & social care: 3,400

. Computing services: 2,600

. Retailing: 2,500

South Cambridgeshire

Table B-3 and Figure B-3 provide a complementaiyais of the EEFM 2012 forecasts for
South Cambridgeshire.

Table B-3 : Main industry sectors 2001 to 2031, projected employment South Cambridgeshire, ‘000,
(%)

Industry sector (SIC 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)
2007)

Agriculture 011 1.8 1.6 1.3 0.2 (-1.1%) 0.3 (-1.7%)
Mining, quarrying etc 0.0 0.1 0.0 0.0 -0.0 (-2.5%) -0.0 (-3.0%)
Manufacturing 14.3 9.9 7.8 6.0 -2.1 (-2.1%) -1.8 (-2.3%)
Utilities 0.0 0.0 0.0 0.0 0.0 (-1.4%) 0.0 (-1.4%)
Construction 4.1 5.7 7.3 8.4 1.7 (2.9%) 1.1 (1.5%)
Distribution 4.9 10.3 12.2 12.8 1.9 (1.8%) 0.6 (0.5%)
Retailing 25 3.9 4.6 4.9 0.8 (2.0%) 0.3 (0.7%)
Hotels & catering 25 3.4 4.1 4.4 0.7 (2.0%) 0.3 (0.6%)
Land transport 1.6 1.4 1.7 1.8 0.2 (1.6%) 0.1 (0.6%)
Water & air transport 0.0 0.1 0.1 0.1 0.0 (0.7%) 0.0 (1.1%)
Telecommunications 1.2 0.1 0.1 0.1 0.0 (0.8%) 0.0 (0.0%)
Publishing & broadcasting 1.2 0.8 0.8 0.8 0.0 (0.6%) 0.0 (-0.1%)
Financial services 0.5 1.0 1.2 1.3 0.1 (1.4%) 0.1 (0.9%)
Computing services 4.2 4.0 4.7 5.3 0.7 (1.9%) 0.5 (1.1%)
Professional services 11.4 16.9 26.6 33.1 9.7 (5.7%) 6.5 (2.5%)
Other business services 2.4 4.1 5.7 6.5 1.6 (4.0%) 0.7 (1.3%)
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Industry sector (SIC 2001 2011 2021 2031 2011/21 (% p.a.) 2021/31 (% p.a.)
2007)

Public administration & 2.3 3.2 3.2 3.3 -0.1 (-0.3%) 0.1 (0.3%)
defence

Education 3.3 5.3 5.4 5.7 0.1 (0.2%) 0.4 (0.7%)
Health & social care 7.2 6.8 6.5 7.3 -0.3 (-0.4%) 0.8 (1.3%)
Miscellaneous services 34 4.3 4.9 5.1 0.5 (1.2%) 0.2 (0.5%)
(personal, waste, leisure

etc)

Total 68.2 83.1 98.5 108.2 15.5 (1.9%) 9.7 (1.0%)

Source: Oxford Economics EEFM 2012. Note: Allifes rounded independently.

Figure B-3 : Projected change in employment by main industry sector, South Cambridgeshire, 2001 to
2031, ‘000
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Two sectors are forecast to lose significant nusileérjobs over the period 2011 to 2031:
manufacturing, with a reduction of almost 4,000sj@nd agriculture, with a loss of around
500 jobs. However, as discussed under ‘Cambridgg &bove, it should be noted that in
recent years increasing numbers of people workinpese industries are contracted through
employment agencies or ‘gangmasters’. As thesectdieenployers are classified as a
‘business service’ it can be difficult to monitoitlva degree of accuracy the actual workforce
in some industries.

The main growth sectors (with an additional 2,0@bsj or more forecast) in South
Cambridgeshire are projected to be professionabicees, (16,200 jobs collectively in

property, R&D and other professional services),stattion, distribution and other business
services. Industry sectors forecast to grow byeastl 1,000 jobs in the twenty year period
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include computing services, retailing and hotelgaering. Specific employment increases
for the main growth sectors 2011 to 2031 are:

. Research & development: 9,300

. Other professional services: 6,200
. Construction: 2,800

. Distribution: 2,500

. Other business services: 2,400

Comparison with Cambridge Econometrics Baseline For ecasts, 2012

The following figures provide an overview of thdfdiences between CE and OE baseline
employment forecasts by main industry sector. ldeprto provide as close a match as
possible CE’s ‘communications’ is matched againstsOtelecommunications’, although the
latter excludes postal services, which are covelsd land transport jobs. CE's
‘manufacturing’ includes publishing whereas in B& forecasts this sector is included in
‘miscellaneous services'.

Figure B-4 : Projected employment by main industry sector, Cambridge City, 2001 & 2031, ‘000, CE &
OE baselines 2012
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Figure B-5 : Projected change in employment by main industry sector, Cambridge City, 201 1/ 2031,
‘000 CE & OE baselines 2012
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The OE baseline forecast indicates significantlghbr growth 2011/31 in professional
services, education and other business services.Oh forecast also anticipates relatively
higher job growth in hOtels & catering, construnti@and computer services. The only sectors
where the CE baseline forecast indicates relativielgher employment growth are
miscellaneous services, telecommunications, firdiservices and manufacturing.

Figure B-6 : Projected employment by main industry sector, South Cambridgeshire, 2001 to 2031, ‘000,

CE & OE baselines 2012

ECE2001 ®mCE2031 ®OE2001 MEOE2031

Source: Oxford Economics EEFM 2012 and CambridgenBmetrics 2012 baseline

SQW

B-8




B.17

B.18

B.19

B.20

Employment Land Review Update and Review of Selective Management of Employment Policies
Report to South Cambridgeshire District Council and Cambridge City Council

Figure B-7 : Projected change in employment by main industry sector, South Cambridgeshire, 2011 to
2031, ‘000, CE & OE baselines 2012
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Source: Oxford Economics EEFM 2012 and CambridgenBmetrics 2012 baseline

Figure B-7 shows that the OE baseline forecastigates relatively higher job growth in
South Cambridgeshire in professional services, tooction, distribution and hotels &
catering. However there are a number of sectorgevtiee CE baseline forecast indicates
higher job growth 2011/31. These include healths@ial care, miscellaneous services,
computer services and retailing. The CE baselineipates fewer manufacturing job losses
than OE.

A summary of the CE and OE forecasts is shown ioleld for Cambridge City. This also
includes the ‘headline’ figures from CE’s ‘policgd’ forecast, reflecting the impact on
employment of the current planned house buildirggamme.

Table B-4 : Comparison of employment forecasts CE & OE, 2012, Cambridge City, ‘000

Model run 2012 2001 2011 2021 2031 2001/11 2011/21 2021/31

CE 2012 CCCRG policy-led 101.8 1027 1151  122.3 0.9 12.4 7.2
CE 2012 baseline 101.8 1027 1085  117.5 0.9 5.7 9.0
EEFM 2012 baseline 95.5 97.9 1173 1284 2.4 19.4 111

Source: Oxford Economics and Cambridge Econome20d

The table shows clearly that OE’s baseline foreaastipates significantly higher job growth
in Cambridge City than does either CE’s baselingolicy-led’ forecast for the period 2011
to 2031 overall. OE’s anticipated higher employmgrawth is particularly marked for the
period 2011 to 2021.

The complementary forecast for South Cambridgeskirghown in Table 5. Again, CE’s
‘policy-led’ forecast incorporates the current hogdrajectory planned for the district.
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Table B-5 : Comparison of employment forecasts CE & OE, 2012, South Cambridgeshire, ‘000

Model run 2012 2000 2011 2021 2031 2001/11 2011/21 2021/31

CE 2012 CCCRG policy-led 68.4 81.3 91.1  104.4 12.9 9.8 13.3
CE 2012 baseline 68.4 81.2 913  103.5 12.8 10.1 12.2
EEFM 2012 baseline 68.2 83.1 985  108.2 14.9 15.5 9.7

Source: Oxford Economics and Cambridge Econome20d

OE forecasts significantly higher job growth in 8o€ambridgeshire for the period 2011/21
than CE. However, the OE baseline forecast job tirasvlower in aggregate for the second
decade 2021/31, with both the CE forecasts ougsiripit.

In the combined Cambridge area the OE baselinedste an additional 34,900 jobs 2011/21
as compared with the CE baseline of 15,800 jobs taedCE ‘policy-led’ scenario with
22,200. For the 2021/31 decade the OE baselinedteti an additional 20,800 jobs, which is
similar to both the CE baseline of 21,200 and tHe f@dlicy-led scenario with 20,500
additional jobs.

Population forecasts compared

The following tables and figures compare the uryilegl population growth incorporated in
the CE and OE baseline forecasts, as well as tleygbased’ CE forecast. All forecasts
were published in April 2012. It should be notedttthere is considerable uncertainty over
the Cambridge City population in 2011. Cambridgesi@ounty Council’'s Research Group
(CCCRG) produces independent estimates and for 2&id total population figure amounts
to 121,300 — i.e. well below the OE and CE levélse Office for National Statistics (ONS)
has recently published 2010-based sub-nationallgtipu projections which revise the 2011
figure for the City down to 106,000. It is underdahat international migration figures have
been revised downwards significafiflyn Cambridge. The CCCRG has challenged the new
ONS figures — but it may not be possible to deteenthe ‘true’ resident population until the
2011 Census results are published in late 2012.

Table B-6 : Comparison of Population forecasts CE & OE, 2012, Cambridge City

Model run 2012 2000 2011 2021 2031 2001/11 2011/21 2021/31

CE 2012 CCCRG policy-led 110,000 127,500 154,500 157,600 17,500 27,000 3,100
CE 2012 baseline 110,000 127,700 133,900 142,900 17,700 6,200 9,000
EEFM 2012 baseline 109,900 129,000 151,500 164,800 19,100 22,500 13,300

Source: Oxford Economics and Cambridge Econome20d®

For Cambridge City, the OE baseline forecast grdieis population growth of 35,800
between 2011 and 2031. This is very much highen tha CE baseline which forecasts a
population increase of 15,200. It is also higheantithe CE policy-led forecast of an
additional 30,100 population.

27 Official population estimates only include non Wktionals if they live in an area for 12 monthsmare. It is
possible that a significant number of non-UK nagilsrmay be working in an area — yet not be couaseglart of
the resident population.
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Figure B-8 : Projected population increase Cambridge City, 2011 to 2031, CE & OE forecasts 2012

30,000

25,000

20,000

15,000

m2011/21

10,000 m2021/31

5,000

CE 2012 CCCRG  CE 2012 baseline EEFM 2012
policy-led baseline

Source: Cambridge Econometrics and Oxford Economics

Table B-7 : Comparison of Population forecasts CE & OE, 2012, South Cambridgeshire

Model run 2012 2000 2011 2021 2031 2001/11 2011/21 2021/31

CE 2012 CCCRG policy-led 130,700 149,500 164,700 188,600 18,800 15200 23,900
CE 2012 baseline 130,700 148,200 166,000 181,200 17,500 17,800 15,200
EEFM 2012 baseline 130,500 149,400 174,100 193,400 18,900 24,700 19,300

Source: Oxford Economics and Cambridge Econome20d

For South Cambridgeshire, the OE baseline indicatgmilation growth of 44,000 between
2011 and 2031, higher than the CE baseline forexdaet additional 33,000 people. The CE
‘policy-led’ forecast records population growth3#,100.

The relatively high population growth incorporatedthe OE forecasts is linked in part to
modelled assumptions relating to average housetioédas well as new dwelling numbers. A
high average household size will generate a lapg@ulation and stimulate additional job
growth in industries dependent on population si&efiment. It is not, however, possible to
compare the house-building figures incorporatedhin OE baseline forecasts with the CE
projections as the ‘LEFM’ does not include housasga variabfé.

28 |LEFM — Local Economy Forecasting Model
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Figure B-9 : Projected population increase South Cambridgeshire, 2011 to 2031, CE & OE forecasts
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Finally, it is useful to compare the combined Cadde area forecasts with those produced
for the East of England as a whole. This comparisomestricted to the two baseline
projections. The 2001 population is estimated t® 460,500 in both OE and CE projections.
OE forecasts an increase of just under 1 milliooppes between 2011 and 2031 to 6,885,300.
CE forecasts the population increasing by 982,5%0®,831,800 in 2031. CE anticipates
slightly lower population growth than OE in thesfidecade 2011 to 2021, but higher growth
between 2021 and 2031. This reflects the very wiffeprofiles of job growth over the twenty

year outlook.

Figure B-10 : Projected population increase East of England, 2001 to 2031, CE & OE baseline forecasts
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Annex C: Analysis of the ‘hi tech business
community’ in Cambridge City & South
Cambridgeshire, 2008 & 2010

Introduction

This annex presents a summary of the ‘hi-tech lessicommunity’ in Cambridge City and
South Cambridgeshire in both 2008 and as updated@a&0. It differs somewhat from
previous analyses:

. Employment in university departments has been eweclu This is because it has
proved very difficult to obtain data on a consisteasis in recent years; it is possible
that postgraduate students have inadvertently ine&rded in total numbers.

. In 2010, additional resources were directed attifyémg hi-tech businesses operating
in Cambridgeshire as compared with 2008. This teduin the identification of a
number of employers who had been operating for nioae two years. This has
resulted in a higher estimate of jobs and busirseiss2008 as compared with the last
report.

However, in common with previous reports, the &th community’ is defined very broadly.

It encompasses a number of businesses which aeatiedly providing specialist support

activities, helping to sustain and support thossiri@sses which are ‘core’ hi-tech. Such
businesses include a growing number of legal prestspecialising in Intellectual Property.
They also include specialist recruitment ageneidmlesalers and some retailers.

Employment

Table C-1 : Employment in hi-tech community 2010, Cambridge Area
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Cambridge Cambridge

Hi-tech sector City South Cambs Area

Chemicals 30 2,180 2,200
Specialist mechanical engineering 200 150 350
Computers & office machinery 110 1,240 1,350
Electronics engineering 580 1,630 2,210
Aero engineering 10 1,540 1,560
Instrument engineering 470 920 1,390
Electronic publishing 70 30 100
All other manufacturing 10 110 120
Specialist wholesaling 80 370 450
Specialist retailing 110 150 260
Telecommunications 180 670 850
Technical services & consultancy 670 1,620 2,290
Computer services 3,140 2,920 6,060
Education & training 20 10 30
Research & Development 5,190 6,470 11,660
Other services 530 610 1,140
Total 11,400 20,600 32,000
Manufacturing 1,480 7,790 9,270
Services 9,930 12,810 22,740

Source: Cambs CC RG
The table above indicatabat hi-tech employment amounted to over 32,000 irthe

Cambridge area in 2010 Of this, around 1,400 jobs were located in Cambridge Citand
20,600 were based in South Cambridgeshir€lt is important to note that these figures
exclude all university-linked employment; aroun@0 people worked in ‘hi-tech’ university
departments, such as the Cambridge University SabfoBlinical Medicine, the Cavendish
Laboratory, the Department of Applied Mathematied &heoretical Physics etc.).

Exploring these data further, we can make the otlg observations:

. Research & development was the biggest sector piagmment terms, providing over
11,600 jobs. Of these around 5,200 were locate@ambridge City and just under
6,500 were based in South Cambridgeshire.

. Computer services were the second biggest sectbrover 6,000 jobs in total. Of
these around 3,150 were in Cambridge City busiseasel 2,900 were in South
Cambridgeshire companies.

. Technical services and consultancy employers pealjdst under 2,300 jobs in total;
most were located in South Cambridgeshire (oved),&s compared with 670 jobs
in Cambridge City.

. Two manufacturing sectors both accounted for just @,200 hi-tech jobs, chemicals
(including pharmaceutical manufacture) and eleitsongineering. Whilst almost
all chemical manufacturing jobs were in South Cadgashire, Cambridge City
continued to provide a significant number of elewics jobs — 580 as compared with
around 1,600 in South Cambridgeshire. Aero engingewas dominated by
Marshalls Aerospace. Technically located in SoQ#mbridgeshire, this business
literally straddles the administrative boundaryhatite City.

. Instrument engineering and computers & office maehi manufacture both
accounted for around 1,400 jobs. Most of the offisachinery employment was
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located in South Cambridgeshire (1,240 jobs). Tistriiment engineering jobs were
split 470 in Cambridge City and over 900 in Soutim®ridgeshire.

. A wide variety of businesses collectively provideen1,100 jobs in ‘other services’.
Jobs in these hi-tech support activities were giitost equally between Cambridge
City and South Cambridgeshire in 2010, (530 in @ty and around 600 in South
Cambridgeshire).

. No other single sector contributed 1,000 or morebin jobs in the Cambridge Area
in 2010. Telecommunications businesses accounte@50 jobs in total, with the
bulk located in South Cambridgeshire (670 as coegpawith 180 in the City).
Specialist wholesalers provided 450 jobs in the lhioed area, with most
employment in South Cambridgeshire (370 of the Iltot8pecialist mechanical
engineering employers, many manufacturing protayeprecision components for
other local hi-tech businesses, accounted for @oB®0 jobs. Cambridge City
contributed 200 of these.

. The remaining four hi-tech sectors each contrib@&@ijobs or less in 2010.

The corresponding data set for 2008 are record@alote C-2. It is important to note that this
table is not directly comparable with the 2008 gsial previously published. This is because a
significant number of hi-tech businesses were atathas potentially ‘new’ for the 2010
survey and reported that they had been operatior2408.

Table C-2 : Hi-tech ‘community’ employment 2008, Cambridge Area

Cambridge Cambridge

Hi-tech sector City South Cambs Area

Chemicals 10 2,570 2,580
Specialist mechanical engineering 190 150 340
Computers & office machinery 130 1,070 1,190
Electronics engineering 710 1,750 2,460
Aero engineering 10 1,640 1,650
Instrument engineering 520 1,070 1,590
Electronic publishing 60 20 80
All other manufacturing 140 100 230
Specialist wholesaling 170 440 610
Specialistretailing 130 150 280
Telecommunications 180 640 820
Technical services & consultancy 610 1,650 2,250
Computer services 3,260 3,000 6,260
Education & training 20 20 40
Research & Development 4,560 6,730 11,290
Other services 600 490 1,090
Total 11,300 21,470 32,770
Manufacturing 1,770 8,360 10,130
Services 9,530 13,110 22,640

Source: Cambs CCRGd

Table C-2 indicates thdti-tech employment in 2008 amounted to around 32,05jobs in
the Cambridge area as a wholeOf thesel 1,300 were located in Cambridge Citynd just
under 21,500 were based in South CambridgeshiréAn analysis of the changes between
2008 and 2010 is given in Table C-3.
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Table C-3 : Change in hi-tech employment by sector, 2008 to 2010, Cambridge area

Cambridge Cambridge

Hi-tech sector City South Cambs Area
Chemicals 10 -390 -380
Specialist mechanical engineering 10 (6] 0
Computers & office machinery -20 180 160
Electronics engineering -130 -120 -250
Aero engineering (0] -90 -90
Instrument engineering -50 -160 -200
Electronic publishing 10 (6] 20
All other manufacturing -120 10 -110
Specialist wholesaling -90 -70 -160
Specialist retailing -20 (0} -20
Telecommunications (0) 30 30
Technical services & consultancy 70 -20 40
Computer services -120 -80 -210
Education & training 0 -10 -10
Research & Development 640 -260 370
Other services -70 120 50
Total 110 -870 -770
Manufacturing -290 -570 -860
Services 400 -300 100
Source: Cambs CCRG Note: all figures rounded inddpatly
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Overall (outside of the university sector), hi-techcommunity’ employment is estimated
to have fallen by just over 750 jobs between 200&& 201Q Around 100 jobs were gained
in Cambridge City overall and almost 870 were inssouth Cambridgeshire.

Hi-tech manufacturing employment declined by over BO jobs, whereas jobs in services
increased by around 100:

. The only manufacturing sector to increase employregmificantly was ‘computers
and office machinery’, recording an additional 56Bs overall. (This increase was
restricted to South Cambridgeshire businesses). Maaufacture of chemicals
experienced a loss of almost 400 jobs, all in SoQ#mbridgeshire. Electronic
engineering businesses recorded significant jokela both Cambridge City (down
by around 130 jobs) and in South Cambridgeshirew(dby around 120 jobs). The
significant reduction in ‘other manufacturing’ jolsimarily affected Cambridge
City; it is primarily explained by a company reltiog from Cambridge to South
Cambridgeshire and down-sizing significantly.

. A number of hi-tech service sector businessesraisorded job losses between 2008
and 2010. Computer services employment reducedtin®ambridge (by around 120
jobs) and in South Cambridgeshire (by around 88)joBpecialist wholesaling jobs
also declined in both districts, down by 90 job<Ciambridge City and 70 in South
Cambridgeshire. Research & development was ttmeapyi growth area amongst hi-
tech services, with Cambridge City gaining arourtD gobs. In contrast South
Cambridgeshire experienced a loss of over 260 R&Ds.j [However a detailed
analysis at the level of individual employers shailvat a major R&D company
relocated from Cambridge Science Park (South Calgéshire) to the nearby
Cambridge Business Park (Cambridge City). As alrdsundreds of jobs were
moved across the administrative boundary!] Theeotervices’ sector increased by
just over 50 jobs and technical services & consglgacontributed an extra 40 jobs. A
number of new businesses specialising in IntelictBroperty issues were
established in the period.

The analysis at an individual company level indésathat even in a two year period there
have been many changes in employment. In additmret have been new start-ups,
businesses closing or moving outside Cambridgesricealso employers relocating within
Cambridgeshire and particularly between Cambridigye &d South Cambridgeshire.

The detailed analysis indicates that:

. Some 19 companies moved from Cambridge City (i8200 South Cambridgeshire
(by 2010). In 2008 their Cambridge City employméstalled 669; by 2010 their
employment (now in South Cambridgeshire) totallgd.5

. The movement from South Cambridgeshire to Cambri@iy involved seven
companies. In 2008, in South Cambridgeshire theipleyment totalled 881. By
2010, now in Cambridge City, the same 7 companigd@yed 683.
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In the following tables and figures the breakdovimietech employment in 2010 is depicted
in percentage terms.

Table C-4 : Percentage breakdown of hi-tech community employment in Cambridge City & South
Cambridgeshire 2010 (excluding university employment)

Hi-tech sector % Cambridge % South Cambs % CA

Chemicals 0.2% 10.6% 6.9%
Specialist mechanical engineering 0.1% 0.7% 0.5%
Computers & office machinery 2.6% 6.0% 4.8%
Electronics engineering 5.1% 7.9% 6.9%
Aero engineering 0.1% 7.5% 4.9%
Instrument engineering 4.2% 4.4% 4.3%
Electronic publishing 0.6% 0.1% 0.3%
All other manufacturing 0.1% 0.5% 0.4%
Specialist wholesaling 0.7% 1.8% 1.4%
Specialist retailing 1.0% 0.7% 0.8%
Telecommunications 1.6% 3.3% 2.7%
Technical senices & consultancy 5.9% 7.9% 7.2%
Computer senices 27.5% 14.2% 18.9%
Education & training 0.2% 0.1% 0.1%
Research & Development 45.5% 31.4% 36.4%
Other senices 4.6% 2.9% 3.5%
Total 100.0% 100.0% 100.0%
Manufacturing 13.0% 37.8% 29.0%
Senices 87.0% 62.2% 71.0%
TOTAL 11,400 20,600 32,000

Source: Cambs CCRG

Figure C-1 : Percentage breakdown of employment in the Hi-tech community, Cambridge City, South
Cambridgeshire and Cambridge Area (CA), 2010, (main sectors)
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In 2010, R&D accounted for over 45% of hi-tech jab€Lambridge City as compared with a
31% share in South Cambridgeshire. Computer servimmntributed a 25% share of
Cambridge City’s hi-tech employment and a 14% sluir8outh Cambridgeshire’s hi-tech
jobs. Chemicals and pharmaceutical manufacture umted for almost 11% of South
Cambridgeshire’s hi-tech jobs. Other sectors cbating 5% or more of hi-tech jobs included
technical services & consultancy (6% in Cambridgidy Gind around 8% in South
Cambridgeshire), electronics engineering (5% in K@ige and 8% in South
Cambridgeshire), aero engineering (7.5% in Soutmi€&lgeshire) and computers & office
machinery manufacture (6% in South CambridgeshDeggrall hi-tech manufacturing jobs
contributed almost 38% of South Cambridgeshire hi-ech community employment
whereas in Cambridge City the share was 13%(If employment in hi-tech education was
also included, the Cambridge City profile would bmgnificantly more biased towards
services).

Businesses

This section examines the numbers of employersusinesses involved in the ‘hi-tech
community’ in the Cambridge Area in both 2008 afd@ Table C-5 and Figure C-2 provide
an overview of the situation in 2010.

Table C-5 Employers in the Hi-tech Community, Cambridge Area 2010

Business units 2010 Cambridge South Cambs Cambridge Area
Chemicals 3 17 20
Specialist mechanical engineering 2 9 11
Computers & office machinery 6 15 21
Electronics engineering 19 53 72
Aero engineering 1 6 7
Instrument engineering 16 42 58
Electronic publishing 7 4 11
All other manufacturing 1 7 8
Specialist wholesaling 13 21 34
Specialist retailing 12 6 18
Telecommunications 8 12 20
Technical senices & consultancy 48 62 110
Computer senices 165 143 308
Education & training 3 3 6
Research & Dewvelopment 86 118 204
Other senvices 36 27 63
Total 426 545 971
Manufacturing i 55" 153 208
Senices i 371" 392 763

Source: Cambs CCRG

Again excluding higher education, the table indisathat971 employers were identified in

2010 in the Cambridge Areasplit 426 in Cambridge City and 545 in South Ceddeshire.

Computer services accounted for 308 employers ([(D6®&ambridge and 143 in South
Cambridgeshire); R&D employers accounted for 204irmsses in total (86 in Cambridge
City and 118 in South Cambridgeshire). Other ssotth more than 50 employers included
technical services & consultancy (110, split 48 @ambridge and 62 in South
Cambridgeshire), electronics engineering (72 congsarwith 19 in Cambridge and 53 in
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South Cambridgeshire), other services (63 busisaadetal, split 36 in Cambridge and 27 in
South Cambridgeshire) and instrument engineeririth (88 employers in total, split 16 firms
in Cambridge and 42 located in South Cambridgeshire

Figure C-2 : Employers in the hi-tech community, Cambridge Area, 2010
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C.15 The profile of businesses in 2008 is recorded enftiiowing table.

Table C-6 : Employers in the Hi-tech Community, 2008 Cambridge Area
Cambridge South Cambs Cambridge Area

Business units 2008

Chemicals 2 18 20
Specialist mechanical engineering 1 9 10
Computers & office machinery 5 17 22
Electronics engineering 21 53 74
Aero engineering 1 6 7
Instrument engineering 21 44 65
Electronic publishing 8 4 12
All other manufacturing 2 7 9
Specialist wholesaling 20 26 46
Specialist retailing 17 11 28
Telecommunications 9 17 26
Technical senices & consultancy 43 61 104
Computer senices 189 153 342
Education & training 5 5 10
Research & Dewvelopment 86 124 210
Other senices 36 29 65
Total 466 584 1050
Manufacturing 61" 158 219
Seniices 405" 426 831
Source: Cambs CCRG
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C.16 The table shows a considerably larger number ofl@raps in 2008 as compared with 2010.
It is likely — as in previous years — that a numbkvery small, new businesses which have
started between 2008 and 2010 have been missednéequence the 2010 profile probably
slightly underestimates numbers of hi-tech empleyer

C.17 The following table shows the change in numberki@é&ch businesses over the period 2008
to 2010.

Table C-7 : Change in numbers of employers, net, hi-tech community, 2008 to 2010, Cambridge Area
Business units change 2008 to 2010 Cambridge City $outhCambs Cambridge Area

Chemicals 1 -1 0
Specialist mechanical engineering 1 0 1
Computers & office machinery 1 -2 -1
Electronics engineering -2 0 -2
Aero engineering 0 0 0
Instrument engineering -5 -2 -7
Electronic publishing -1 0 -1
All other manufacturing -1 0 -1
Specialist wholesaling -7 -5 -12
Specialist retailing -5 -5 -10
Telecommunications -1 -5 -6
Technical senices & consultancy 5 1 6
Computer senvices -24 -10 -34
Education & training -2 -2 -4
Research & Development 0 -6 -6
Other senvices 0 -2 -2
Total -40 -39 -79
Manufacturing -6 -5 -11
Senices -34 -34 -68

Source: Cambs CCRG

C.18 The table indicates a net loss of 79 hi-tech eng®petween 2008 and 2010, around 8% of
the 2008 stock of hi-tech businesses, (1,050). B@ambridge City and South
Cambridgeshire recorded net losses of around 40Jogens. The sectors experiencing the
biggest net loss of firms include computer serviggsvn 34 in the Cambridge Area overall,
with Cambridge City losing 24 employers, net) adl we specialist wholesaling (down by 12
companies overall) and specialist retailing (dowyn 10 businesses overall). In total
manufacturing experienced a net loss of 11 emptoymrd services a net loss of 68
employers.

C.19 A detailed analysis shows that 74 firms operatm@outh Cambridgeshire in 2008 were no
longer functioning anywhere in Cambridgeshire bg@Gimilarly 54 companies operating in
Cambridge City in 2008 were recorded as ‘gone’ B§@ Very little is known about what
happened to most of these 128 businesses. Theefimste information that 12 businesses
relocated from South Cambridgeshire to other ané#éise country; the records note a similar
relocation of 5 businesses from Cambridge Citytteeoparts of Great Britain. The numbers
of ‘new’ businesses identified as operating in @@nbridge Area by 2010 were significantly
lower than the numbers recorded as ‘gone’.
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Summary

The period 2008 to 2010 is one where recessionsgspres were beginning to have an
impact on employment in general. The analysis gfleyment in this annex indicates that hi-
tech businesses were not immuaenet loss of 760 jobss equivalent to 2.3% of the 2008
employment estimate. The net loss of 860 manufexctyobs is equivalent to 8.5% of all hi-
tech manufacturing employment in 2008 (just overOQ0). In contrast hi-tech service
employment fell by 100, or 0.4% of the 2008 estara{t22,600 jobs.

The profile of hi-tech employment in the Cambridgeea has continued to change in a
similar manner to that recorded in recent yearsne@aly speaking, manufacturing
employment has declined whereas services have éagan terms of numbers of jolBy
2010, hi-tech services accounted for 71% of all lkech jobs in the Cambridge Area, up
from 69% in 2008. In Cambridge City the percentage share of hi-jebk accounted for by
services increased from 84.3% to 87%; in South Cilybshire the services’ share increased
from 61% to 62%.

Computers & office machinery have performed rekdtivwell as hi-tech manufacturing
businesses. Employment increased overall — an@1f further expansion was announced by
Domino Printing Sciences, one of the biggest emgi®yn the sector. In contrast, significant
job losses were recorded in chemicals, electraamcsinstrument engineering as well as in a
range of ‘other manufacturing’ companies.

Amongst hi-tech services, R&D employment increaegdrall and there was a small net
increase in jobs in technical services & consulfaanad in a range of ‘other services’, such as
IP.

In contrast to the relatively small net reductionhi-tech employment (2.3%), the detailed
survey of businesses identifiedsignificant reduction in the overall number of hitech
businesses— down by 8% in the Cambridge Area as a whole. &btual number of
businesses operating in the Cambridge Area in 2008 were recorded as ‘gone’ by 2010
amounted to 128 in total. Together with new busessstarting up, companies moving in
from outside the Cambridge Area and local relocatithere is evidence of considerable
numbers of company movements within the hi-teclin@ss community.

The implications of this analysis for the Employrnkeand Review include:

. Evidence of some businesses reducing employment with implications for
possible relocations. Although manufacturing busses are particularly affected
there have also been net losses in other seatohsas computer services, specialist
wholesaling and specialist retailing

. Evidence of some businesses expanding employmentind seeking expansion in
situ or through relocation. Within manufacturinggngouter machinery & office
equipment businesses have continued to expand. aRbse& development,
telecommunications and technical services & coasglf businesses have also
expanded employment overall
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. A high turnover of many small businesseswith implications for demand for short-
term leases on property

. A continuedincrease in employment in many hi-tech service sexs

C.26 There are considerable numbers of relocations mitGambridgeshire and particularly
between Cambridge City and South Cambridgeshiréerims of businesses there appear to
have been relatively more companies relocating fr@ambridge City to South
Cambridgeshire than vice versa. This may refldetixe property values in the two areas.
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Annex D: Cambridge Commercial Property

Market Commentary & Trend Forecast regarding
B1l, B2 & B8 Use Classes

D.1  Areport from Savills is provided on the followipgges.
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CAMBRIDGE COMMERCIAL PROPERTY MARKET
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B1l, B2 & B8 USE CLASSES

IN RELATION TO
EMPLOYMENT LAND REVIEW

ON BEHALF OF

SQW

Date: May 2012

Agent: Savills Commercial Limited
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132 — 134 Hills Road
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INTRODUCTION & BACKGROUND

Savills have been commissioned by the SQW to prepare a review of the Cambridge
commercial property market involving each of the key employment uses within the B1, B2

and B8 Use Classes as defined within the Town & Country Planning Act 1990.

In preparing our observations, we have sought to adopt a holistic approach blending market
conditions, development viability and sector specific factors to ensure the commentary is
properly balanced. The purpose of this report is therefore to gain a further understanding of
employment sector activity, particularly since the middle of 2008 and utilising market
sentiment to forecast trends in development over the medium and longer term up to 2031.
This can only be achieved by first undertaking a review of each of the commercial sub-

markets in Cambridge.

It is our understanding that SQW have requested Savills prepare this report in line with a
wider Employment Land study commissioned by Cambridge City and South Cambridgeshire
Councils. It is also our understanding that Savills report is required to provide an up to date
commercial commentary to complement the statistical analysis being undertaken by SQW.

The report should not be relied upon for any other purposes, but may be viewed by others.

This report has been prepared by Phillip Ridoutt BSc MRICS Associate Director with input
from Rob Sadler BSc MRICS Director and Head of Cambridge Commercial Agency Team
along with further assistance from Will Neale BSc MRICS Associate Office and Research &

Development Specialist.

As one of the leading commercial property advisors in Cambridge we have transacted in
excess of 300,000 sq ft of commercial office space in the city centre and Science Park office
sectors alone in 2011 and have an understanding of the key current occupier requirements
active in 2012 Cambridge and the surrounding area is a complex mix of various sub-
markets which Savills fully understand along with the subtle nuances of the market. Our
historic database management and knowledge of the of the market will enable us to forecast
anticipated demand trends and assist with the compiling of any scenario modelling

required.

Scope of Work & Approach

We summarise below the content requested, methodology for our work, outline of tasks

undertaken and key inputs for each stage of the engagement. The activities undertaken for

the commentary have included the following:-
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Identify and consider current information of vacancy rates of sites and buildings
(including the impact of public sector cuts). This had led to an assessment of across the

area of different types of property and land.

A review of the current situation regarding key sites and the implications, focusing
mainly on sites in and close to the Cambridge urban area, where supply is most
constrained. We will consider particularly the implications of the loss of Cambridge East,
and how to deal with sites which are constrained by the hiatus on the Al4

improvements.

In order to address the above tasks, we have primarily relied upon Savills in-house
databases which record all key transactions, site availability and pipeline development in
the city whilst also maintaining a close eye on potential further development and re-

development plots.

In addition an extensive website based review of external databases including Estates
Gazette Interactive, Promis and Property Week internet searches to identify commercial

properties and employment sites being actively marketed at the present time.

1.2 Background Documents & Information Assembly

A review of previously prepared relevant documents has been undertaken including:-

SQW

= Cambridge City and South Cambridgeshire Employment Land Review — July
2008.

= A review of employment land application and implementation spreadsheets

provided.

= Undertake a review of leading independent data providers and competitors’

research to cross reference our own data.

= Inception meeting with economic development department and representatives

of Cambridge City and South Cambridgeshire Councils.

= A review of relevant planning and policy documents to support the forecast of

future supply.

= A review of recent commercial property press articles over the past three years

to identify transactions and trends in the market.
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Further requirements of the study were to provide example summary case studies relating to

key development sites and their utilisation.

ECONOMIC OVERVIEW & THE DEVELOPMENT MARKET

National Overview

2012 will be the year that rental growth begins to return outside London according to Savills

March 2012 National Commercial Research.

It is becoming increasingly difficult to find anything further to say about prime investment

yields, as they have now been broadly stable across all sectors for most of the last 12 months.

Investor demand for prime opportunities remains robust and heavily driven by the desire for
income security. However, with all the leading macro-economic indicators now pointing to a
recovery this year, we do believe that this all-consuming focus on safety should start to

diminish.

With the majority of active investors focusing solely on prime, and viewing everything else as

tertiary, has the traditional multi-tier stratification of the market been forgotten.

Savills have recently worked with Legal & General and Oxford Economics to examine the
recovery prospects of every single one of the 406 local authority districts (LAD) in the UK.
Some of the results were very predictable, with 19 out of the 20 best recovery prospects being

in London or the South East.

It is the big regional cities that come out as well-placed to recover strongly, in many cases
well-ahead of the regions that they sit in. Strong local private sectors and high rates of
business formation will be just as important to economic and property market recoveries, as a

limited dependence on public sector employment.

Cambridge Commercial Market

Whilst the wider regional land market remains relatively stagnant, employment sites both
within the city boundary and on the outskirts remain in high demand and drops in values since
the 2007 peak have not been as pronounced as in other areas. Occupier interest from each
of the key commercial sectors including Office, R&D, Industrial and Storage and Distribution
uses all remain strong and a fundamental lack of well located deliverable opportunities means
that often requirements go unsatisfied in all but the very prime locations. Deliverability remains

a key hurdle to successful development and this remains largely hindered by the lack of
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availability of development funding for all but the very best projects backed by strong multi-

national occupiers.

Market sentiment suggests that over the medium and long term, with a population over
125,000 and rising, the Cambridge sub-region is expected to see substantial economic and
population growth which although temporarily placed on hold in light of delayed infrastructure
improvements we still expect future growth including large new developments at Cambourne

and Phase 1 at Northstowe.

Investor demand for prime locations such as Cambridge remains robust and heavily driven by
the desire for income security and a ‘safe haven’. Cambridge as a historic established
location therefore remains attractive to both national and international investors. This is
complemented by a strong base of local private investors and high rates of business formation

which will ensure swift economic and property market recoveries.

THE CAMBRIDGE OFFICE MARKET (Bla)

b

Botanic House, Hills Road

Office Overview

» Given the economic downturn, the Cambridge office market has performed relatively well
over the past 12 months with good levels of transactional evidence as compared to other

UK towns and cities.
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Take up in 2011 amounted to 596,000 sq ft as compared to the previous year of 365,000 sq
ft. The average for the previous 5 years is around 430,000 sq ft. We expect 2012 take-up

to be limited given the lack of Grade A space.

The overall availability fell in 2011 from 1,100,000 sq ft to 750,000 sq ft. However the

majority of the vacant space is second-hand, Grade B stock located outside the city.

There is limited supply of existing Grade A office accommodation in prime locations and
opportunities for local businesses to relocate have been limited. We expect this demand

for modern space to drive pre-let activity and consequently speculative construction.

There is a dearth of prime land supply in Cambridge restricting supply levels; however

secondary land in the wider area is in good supply.

Prime headline rental levels have been maintained in Grade A buildings, prime Business &

Science Parks for city centre and northern fringe locations.

Due to the lack of Grade A accommodation and reasonable demand, this has created
healthy competition amongst prime office locations and is therefore driving rents in an

upwards direction.

Office rents in the City Centre stand at £28.50 per sq ft for existing stock and this is
expected to rise in excess of £30.50 per sq ft in 2012 with proposed new office
developments. The highest office rents out of town are achieving £26.50 per sq ft and are

expected to remain at this level for 2012.

A typical rent free incentive for city centre property on a 10 year term is circa 12- 15 months

or circa 12-24 months for out of town.

Cambridge benefits from an extremely dynamic office occupier market ranging from

international household names to small entrepreneurial start-ups.

Subsectors, Locations & Availability

Whilst most cities and towns across the region are comparable in terms of factors affecting
supply and demand and the tone of rents, it is important to understand the dynamics of the
Cambridge market in isolation when considering speculative development. The Cambridge
office market can be categorised into three key sub-market locations. Sub-sector one would

comprise properties located in close proximity to the Cambridge mainline station in the
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immediate city centre. Sub-sector two comprises the established Cambridge Science and
Research Parks within the A11 and Al4 and city boundaries. Sub-sector three comprises
the ring of out of town Business Parks which are favoured by occupiers choosing to avoid

the congestion of the city. A map showing the principal market areas is provided below.

Cambridge Commercial Zones
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The office/R&D availability in Cambridge has fallen in comparison to last year when it was
1.1 million sq ft to where it currently lies at circa 750,000 million sq ft. This reduction in
stock shows the resilience of the Cambridge office market is apparent with companies such
as appearing to be weathering these difficult conditions. There remains a longstanding
absence of new development in Cambridge and there is currently 2.1 million sq ft of
consented office space in the pipeline or deliverable within 3 — 5 years. Recent new
developments include Botanic House, the Pace Development scheme on Hills Road which
is nearing completion. The building will provide approximately 52,000 sq ft over 7 storeys
and was pre-let to Mills & Reeve in November 2011 on a 15 year term at £29.00 per sq ft

with 12 months rent free.

Works are well underway on the construction of Twenty One Station Road which has been
pre-let to Microsoft at £30.40 per sq ft. Practical completion is expected later this year. The
actual rent is £29.50 per sq ft plus £2,000 per parking space. There are a total of 54 parking
spaces. Twenty One Station Road will provide 77,814 over 7 floors of Grade A
accommodation. It is anticipated that this long awaited development in the Central Business
District will cause a shift in the occupiers with Microsoft acting as an anchor tenant, laying

the foundations for the next wave of activity, kick-starting the CB1 mixed use development.
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At the end of 2011 take up amounted to 596,000 sq ft, compared to the previous year’s
figures of 365,000 sq ft. The average for the previous 5 years is around 430,000 sq ft and it

is expected that 2012 take-up will be limited given the lack of Grade A accommodation.

Lack of good quality stock in the city centre is forcing occupiers to look at wider locations
such as the northern fringe Business Parks which is enabling Landlord’s to be more resilient

with their quoting terms.

The wider out of town locations remain quiet and are therefore able to offer the tenant more
favourable lease terms. These wider out of town locations are currently achieving rents
between £18.00 - £26.00 per sq ft.

Small serviced office schemes remain popular in Cambridge and whilst a number of
schemes are being contemplated for the city centre, the main offerings are currently located
out of town and are focussed upon the pure office sector with established national operators

such as Regus offering space at Vision Park and Cambourne.
Recent Office Transactions

. In February 2011, Birketts Solicitors took 7,077 sq ft within Thirty Station Road, on a 10
year lease with a break option at the end of the 5" year at a rent of £28.00 per sq ft.
The tenant benefited from 3 months rent free. The building has recently been

extensively refurbished to include the common parts.

. In March 2011, Gardiner Theobald took 1,675 sq ft at Twenty Station Road on a new 10
year terms with a break option at the end of the 5" year. The rent is £28.50 per sq ft

and the tenant benefited from 3 months rent free.

. In March 2011, Reddie and Grose took 4,000 sq ft within Clarendon House on a 10
year lease to include a tenant break option at the end of the 5 year. The rent is £26.00

per sq ft. The tenant benefited from 6 months rent free.

. In August 2011 Booking.Com took 32,434 sq ft at Westbrook, Milton Road on a 10 year
term to include a break at the end of the 6™ year. The rent is £21.00 per sq ft and the

tenant benefitted from 18 months rent free.

. In February 2012 Alert Me took 7,492 sq ft within Twenty Station Road on a new lease

term to expire on the 11™ March 2021. The lease included a tenant break in year 1.
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The lease included a tenant break in years 3 and 6 and a landlord option to break in

year 5. The rent is £27.00 per sq ft and the tenant benefitted from 3 months rent free.

. In July 2011 Ernst & Young took 12,738 sq ft within One Cambridge Business Park on
a 10 year term. The rent is £23.50 per sq ft and the tenant benefitted from 15 months
rent free.

. In December 2011 Maxim Integrated Products took 3,569 sq ft within Pioneer House,
Vision Park on a new 5 year term to include a break clause in year 3. The rent is £18.00

per sq ft and the tenant benefitted from 6 months rent free.

A key driver for development of employment land is the appetite of property investors.
Overall the current investment market generally is governed by security of income and is
therefore particularly concerned with tenant covenant and the length of unexpired lease
terms. It is clear that lack of credit is still an issue and this remains a limit in the secondary
market. In the current market, investors are less likely to acquire vacant premises, due to

the additional costs of holding such properties as a result of empty rates liabilities.

The Cambridge office investment market is traditionally strong, but there has been volatility
in recent years. The prime office investment yield has recently been established at 6% net
with the forward funding of the Microsoft Building at CB1 (referred to above) by Orchard

Street Investments last year.

As an overview, from late 2007 property values fell dramatically although there were few
transactions to support sentiment. Looking back there was not the volume of distressed
sales that were anticipated but market activity improved in the spring of 2009 with the effect
of stabilising values. In spring 2009 Savills investment department put prime provincial
offices equivalent yields at 7%. Since that time yields hardened across all sectors with prime
yields peaking in May 2010 at 5.75% for provincial offices, due to a fairly strong demand for
prime investments but lack of product available. These fell back slightly to 6% in June 2010

where they have remained relatively static to stand at 6%.
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THE CAMBRIDGE RESEARCH & DEVELOPMENT SECTOR (B1 b)

The Jeffreys Building, St John’s Innovation Park

Research & Development Overview

The Cambridge Electronic and Software R&D sectors have continued strong growth. The

Pharmaceutical sector has been less active.

The is a lack of stock available for lower value production R&D space, particularly in the

city centre.

It is difficult to differentiate take up from the office sector due to the cross over of users.

There is limited supply of existing Grade A R&D accommodation in prime locations and
opportunities for businesses to relocate have been limited. We expect this demand for
modern space to drive pre-let activity and consequently speculative construction

particularly on the northern fringe.

As with the Office sector, there is a dearth of prime land supply in Cambridge restricting

supply levels; however secondary land in the wider area is in good supply.

SQW D-12



4.2

Employment Land Review Update and Review of Selective Management of Employment Policies
Report to South Cambridgeshire District Council and Cambridge City Council

Prime headline rental levels have been maintained in Grade A buildings, prime Business &

Science Parks for city centre and northern fringe locations.

R&D prime rents for office style buildings on the science park are at £26.50 per sq ft for
new developments. Science Village rents with fitted lab accommodation are available at
quoting rents of £32 per sq ft.

R&D operations in the software sector often utilise office buildings sometimes sharing

space with conventional professional services.

Cambridge R&D sector has a large percentage of small entrepreneurial start-up operations

often with venture capital funding for specific single projects.

Cambridge has a diverse R&D sector extending to Biotechnology, Pharmaceuticals,

Electronic and Software Engineering and Information Technology.

Sub sectors, Locations & Availability

Since the early 1970’'s the Cambridge economy has been reliant on the Research and
Development sector and hi-tech industries. Following the establishment of Cambridge
Science Park there has been a proliferation of Research and Science Park development

which has facilitated the expansion of these industries within the Cambridge area.

Cambridge’'s R&D sector now includes a wide range of companies working in
Biotechnology, Pharmaceuticals, Electronic and Software Engineering and Information
Technology. As they have done since the inception, the majority of companies who choose
to locate in Cambridge are often attracted by the status of the University and agglomeration
of complementary business’s which assist with research and provide a highly skilled local

workforce.

Cambridge’s identity as an leading centre within Europe means a wide range of occupiers
most of which are small companies conceived in the city employing just a few people often
have expanded their roots as research projects stemming from the University and are now
established in terms of larger companies. This sector is particularly fluid with highly skilled

labour moving between companies and rapid expansion as products are developed.

Each of the key Science Parks often offer their own version of an incubation or enterprise

centre whereby small scale new ventures can be launched. Examples of this include St
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John’s Innovation Centre which has a large proportion of electronics laboratory facilities and
provides approximately 85,000 sq ft of space for 60 companies specifically designed for
young companies requiring flexibility and costs certainty. Other examples of this initiative
include the Babraham Institute, The Science Village at Chesterford Research Park and a
Science Park Innovation Centre”. At the present time these incubator centres remain very

well occupied and are likely to remain strong for the foreseeable future.

There are two key sub-sectors within the Research & Development category with differing

property requirements, they are broadly as follows:-

o Electronics and Software Development. This has been a key growth area particularly in the
last 15 years and continues to see aggressive expansion in these times of wider economic
turmoil. The majority of this R&D is focused upon the northern city centre and Cambridge
Science Park. Due to the nature of this work, it is often the case that there is very little
distinction in building type between Grade A office accommodation and this R&D sector.
Put simply, a large percentage of this R&D work is carried out in pure office space. Any
laboratory fit-outs often are small scale and without any significant plant which therefore
means that office buildings are easily converted. Often referred to as being the centre of the
‘Silicon Fen’, the reputation of the city and its university attracts a high proportion of ICT

companies ensuring Cambridge is at the forefront of technological advances.

o Bio-Technology and Pharmaceutical. This sub-sector is generally located to the southern
fringe of the city and is often referred to as “South Cambridge Biotechnology Cluster”, which
is favoured by research based companies based at Granta Park, Babraham Park and Great
Chesterford. This concentration will be strengthened with the development of the Medipark

at Addenbrookes Hospital, designed to be a centre of excellence for medical research.

The Cambridge Cleantech sector continues to expand, although it is more diverse in terms of its
property use than the other sectors and is spread across the whole city in pockets rather than

being established in one particular location.

In addition to the influence of the University, Addenbrookes Hospital also attracts a number of
high profile medical occupiers including Cancer Research UK, The Wellcome Trust Sanger
Institute and Babraham Institute all situated amongst the southern fringe. In addition, there are
a number of agricultural research companies located on the outskirts of the city including The

National Institute of Agricultural Botany, and Beyer Crop Science.

The largest scheme currently under construction is the 203,500 sq ft purpose-built building for

the Medical Research Council at the Addenbrookes site by the hospital. The building will be
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used for the laboratory of Molecular Biology when completed at the end of 2012. This
development forms part of the largest Biomedical Research Campus on a full 70 acre site next
to Addenbrookes Hospital. Planning consent for development of the Campus was granted three
years ago. Cambridge University Hospitals and its partners — Countryside Properties, Liberty
Property Trust, the Medical Research Council and the University of Cambridge — can now begin

the next stage of the site’s expansion.

The Cambridge Biomedical Campus has consent for 2.3 million sq ft and will include the
relocation of Papworth Hospital and will enhance Cambridge’s reputation as an international
centre for patient care, biomedical research and education. The developers are unlikely to
consider any speculative buildings until at least the Papworth move completes and even then,

smallest viable building would be around 60,000 sq ft.

As we continue to observe new enterprises within bio-technology, hi-tech engineering,
pharmaceutical and general consultancy practice there is uncertainty in the market as to the
anticipated levels of investment and whether the UK will still attract large research initiatives.
Many firms particularly in the pharmaceutical and bio-technology sector have very specific
space requirements and therefore would prefer to occupy purpose-built space which can only
be delivered in out of town locations as it is often not practical for developers to construct
speculatively in the city centre. Developers will also not be in a position to build lab space
speculatively because of the expense involved and therefore any speculative development that

is undertaken tends to be for traditional office uses only.

Since 2008, the key completion in the R&D sector of new stock was 108,000 sq ft R&D

development facility for NAPP Pharmaceuticals at Cambridge Science Park

The quality of accommodation on the Cambridge Science Park is diverse in that a number of
the buildings constructed in the early 1970’s right up to the mid 1980’s are now dated and
lacking in profile and offer very low development density. For this reason we expect to see
intensification of these sites and reutilisation of this employment land. Trinity Hall are the
owners of a 21.6 acre site adjoining the Cambridge Science Park and in 1998 entered into an
agreement with Trinity College for the development of the site as an extension to the Science
Park. The site was subsequently developed with five buildings which were sold to Trinity

College on ground leases but three plots remain totalling 5.58 acres.

In addition to vacant plots, there are a few redevelopment options on the Park. Whilst many of
the small start up companies located on the Park do not require large amounts of sophisticated
laboratory space, there is still a market for the smaller single storey hybrid office and laboratory

units, however these are often considered key targets for re-development and these uses are
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being drawn to more out of town locations which may include Vision Park and potentially

Cambridge Research Park.

Whilst Cambridge Science Park itself has imposed use restrictions limiting to R&D, the
definition becomes increasingly clouded particularly in the context of software development and

when compared to pure office uses often the line is blurred.

Opposite the Science Park on The Crown Estate owned Cambridge Business Park where no
user restriction exists there is a more diverse mix of occupiers where R&D companies such as

Redgate Software mix with the likes of professional service providers Grant Thornton.

Demand for accommodation within the northern fringe and Cambridge Science Park will remain
as a result of the prestige attached to it as a location. Therefore, while potential occupiers in
the market are more limited than a few years ago, we are positive that the location will compete
well over the next five to ten years and longer terms to 2031. . It is more likely to appeal to
international occupiers and if the current tenants vacate it is likely new occupiers will be of

significant standing. Key transactions include:-

e In July 2011 Jagex took 45,000 sq ft within 2020 Cambridge Science Park on a 15 year
lease to include a break clause in year 13. The rent is £22.50 per sq ft and the tenant

benefitted from 33 months rent free.

* In December 2011 Fahy Ghurteen Labs took 7,924 sq ft within Building 7300 at Cambridge
Research Park on a new 6 year lease to include a tenant break option in the third year. The

rent is £17.00 per sq ft and the tenant benefitted from 4 months rent free.

e In December 2011, Carl Zeiss took 15,633 sq ft within 509 Coldhams Lane on a term to
expire on the 25" March 2019 to include a break option. The rent is £18.00 per sq ft rising to
£21.35in year 5.

* In 2011, Redgate Software expanded considerably on the Cambridge Business Park by
taking a remaining 16,500 sq ft at Newnham House.

 In 2010 at the Peterhouse Technology Park ARM (Advanced RISC Machines) took an
additional 30,000 sq ft on assignment and continued to monitor their ongoing growth and we

understand they are also looking to further expand over the coming 2 — 3 years

* In 2011, Medimmune took an additional 22,000 sq ft at Granta Park. No further details were
disclosed.
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e In October 2010 Building 101, Cambridge Science Park - Letting of 11,500 sq ft to Citrix
(existing tenant), for a new 10 year lease with a rent at £26.50 however tenant incentives

have not been confirmed.

* In 2011, Tennyson House, Cambridge Business Park - Jeyes Group Ltd took 11,332 sq ft at
Tennyson House, Cambridge Business Park on a new 10 year lease at a rent of £21.50 per

sq ft. A rent free period of 12 months was secured by the tenant.

* lconix, London Road, Pampisford - This small development of office and R & D space is
situated a short distance from Junction 10 of the M11. Unit 1 comprises modern, well
specified offices dating from 2007, where 4,860 sq ft of ground floor office space was sublet
to EEF in December 2009 on an 8 year lease for an initial rent of £87,480 per annum
equating to £18.00 per sq ft. By contrast, Unit 2 is a dated 1960s laboratory building
adjacent in which Areas 1 and 2 were let to Xention for three years in January 2011 at a

stepped rent to average £10.60 per sq ft.

* In May 2011, Qualcomm (UK) Ltd took 7,812 sq ft space in 334 — 335 Milton Road on an 11
year lease with a tenant option to break at year five, at a rent of £22.50 per sq ft. This

property comprises a modern two storey office building.

* In March 2011, at Sovereign House, Vision Park which comprises a three storey office
building totalling 36,786 sq ft. The second floor, totalling 12,120 sq ft, was let to GW
Pharma for 10 years with tenant options to break in years five, seven and eight and nine
month rent free at a rent totalling £218,160, equating to £18 per sq ft. Pioneer House is
situated to the rear of the estate and approximately 10 years old. In June 2010, Suite 4,
totalling 2,697 sq ft was let to General Dynamics for five years with three months rent free at

a rent equating to £18 per sq ft.

» At the lower value end of the scale, Newmarket Road, Technopark provides buildings for
light industrial and R & D use, thereby being of a higher specification than traditional
industrial premises. Unit 3 let to Cytocell for R & D use in July 2011 for five years, with a
rent review and option to break at the end of year five. The initial rent was £45,000 per
annum although the landlord made an initial contribution towards air conditioning of
£15,000. This equates to an effective rent over the first five years of £42,000 per annum or
£9.54 per sq ft. This appears high in pure industrial terms, but reflects the R & D nature of

the premises.
Investment sales in the R&D sector have been scarce over recent years and establishing the

appropriate yields to apply is difficult due to the variation in product type. We have had regard

to recent investment transactions in the area for office space but also identified the following:
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» 509 Coldhams Lane - This vacant office and laboratory property of 15,565 sq ft was sold in
August 2011 to Wrenbridge. The property has potential for extension to around 23,000 sq ft
and was purchased for £3,000,000, this equates to a capital value of £193 per sq ft.

e 140 Cambridge Science Park, Milton Road, -_This property comprises a 1980s office
building that was refurbished in 2006 to a good modern standard. Itis let to Jagex Ltd on an
FRI lease until 2024 (13 years unexpired) at a rent of £525,000 per annum, subject to five
yearly rent reviews and tenant’s options to break in 2014 and 2019, subject to substantial

penalties. It sold in September 2011 for £6,350,000, reflecting a net initial yield of 7.8%.

e 194, 196 and 198 Cambridge Science Park, Milton Road, - In August 2010 Legal & General
paid £35 million for the peppercorn rent long leasehold interest at Units 194,196 and 198,
prime office buildings of 108,800 sq ft with 357 car spaces, let to Napp Pharmaceutical
Holdings Ltd at £22.50 per sq ft with almost 10 years unexpired reflecting a net initial yield of
6.6%.
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5.0 THE CAMBRIDGE INDUSTRIAL & DISTRIBUTION SECTOR (Blc, B2 and BS8)

Trafalgar Way, Bar Hill

5.1 Industrial & Distribution Summary Overview

SQW

Whilst the Cambridge Office and R&D sectors have faired well in the economic
downturn, the Industrial sector has been slower to respond and more closely
mirrored the wider region with the total take-up for 2011 recorded at approximately
250,000 sq ft.

Within the city centre, availability remains extremely limited with less than 30,000 sq
ft of new build industrial space currently available and little suggestion of this being
increased. Therefore occupiers are often forced to consider secondary older stock if

they need to be within the A14 boundary.

The total industrial sector availability within Cambridge sits at approximately 575,000
sq ft with over 530,000 of this being second hand space. Savills consider
approximately 50% of this total space to be of poor quality and in need of re-

development.

In the boom years of 2002-2007 significant new developments were undertaken in

Papworth and Buckingway boosting supply around the city centre.
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. There is a good development pipeline of industrial stock outside of the city centre
totalling approximately 600,000 sq ft, however for reasons mentioned below it is

unlikely that any of this will be developed on a speculative basis.

. City centre industrial and warehouse space continues to be an attractive target for
the development of alternative uses such as residential particularly as this stock

becomes older and functionally obsolete.

Sub sectors, Locations & Availability

The central Cambridge Industrial and Distribution sector is predominantly tied to servicing
the R&D sector, Offices and Colleges. This sector comprises occupier mixes broadly in line
with that of most regional towns including trade suppliers, distributors, light manufacturers
and general industrials user albeit most on a small scale. This is an essential component of

the Cambridge economy, if not the most glamorous in profile terms.

Considered in a wider context, the Cambridge market is small compared to the regional key
large scale distribution hubs of Peterborough and increasingly Bedford. Medium size
requirements (from 15-50,000 sq ft) often extend along the A1, A10 and A14 corridors. The
peripheral towns and villages around Cambridge which include Huntingdon, St Ives, Ely,
Newmarket, Haverhill and St Neots provide a significant amount of accommodation
occupied by small businesses (sub 10,000 sq ft) which service the Cambridge market.
There is however and ongoing preference from most occupiers to stay within close proximity

to the city centre if at all possible to secure their clients.

Around the city centre, there are also clear geographical sub-markets between those who
choose to locate south of the city and those who choose to locate to the north. These
distinct markets are caused by the practical obstacle created by physically trying to cross

the city in commercial vehicles.

Cambridge has a number of large non office based employers, the most significant being
Marshall of Cambridge Aerospace. In addition, the hi-tech printing industry maintains a
strong profile in Cambridge and whilst conventional printing companies in the wider region
often struggle, Cambridge success stories and large operators including Domino and
Cambridge University Press ensure that the city’s reputation remains strong in the printing
industry. Savills currently have a number of requirements ranging from 20 -50,000 sq ft from
these types of operators and Domino have recently successfully obtained consent for
expansion of their existing Bar Hill site where 10 acres will be developed with an expectation

to create 400 jobs over the next 10 years.
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The number of large scale occupiers within the industrial and distribution sector are limited
when compared to the wider region and this is primarily due to the shortage of large
buildings in the city and immediate surrounding area. A number of allocated sites are
restricted by the 1,850 sq m occupier threshold for Blc, B2 and B8 users which prevents
large scale warehouse/distribution occupiers locating in Cambridge. There are however
examples of where temporary flexibility regarding the lifting of this restriction for a 3 year
period has assisted marketing albeit no clear examples where the removal has facilitated a

new building.

If we focus attention on the more conventional warehouse and distribution sectors,
Cambridge struggles to compete with the likes of Northampton, Huntingdon and St Neots
where land values are significantly lower and therefore rents more attractive. The majority of
more ‘footloose’ distribution occupiers therefore often discount Cambridge as a location on
price grounds, however we have noted a number of these occupier businesses specifically

serve the Cambridge markets and need to be in close proximity to the city.

To date, the majority of requirements appear to have originated from occupiers within
Cambridge and a 10 mile radius. Enquiries range from 15,000 — 50,000 sq ft and most of

these currently noted on our marketing schedules remain unsatisfied.

There is a clear underlying demand for good quality modern industrial/warehouse buildings
within this size range and whilst at the beginning of 2011 there were a number of new
buildings available for immediate occupation as we move into 2012, all of these buildings
have been either let or sold and there are no new buildings currently under construction to

take up this demand.

City centre industrial and warehouse space continues to be an attractive target for the
development of alternative uses particularly private residential. As this stock becomes older
and functionally obsolete, often the poorer older quality industrial stock suffers with poor
loading provisions and the design of the building often has low floor to ceiling heights and
poor insulation levels. It is generally economically unviable to consider significant
refurbishment of the buildings as to improve to a modern standard this would often require
the roof to be stripped from the building (the majority of which are fibre cement/asbestos
construction, therefore costly to dispose of) and re-clad. To then try to repair/upgrade the
floor, services, office accommodation and to improve the external appearance of the
building perhaps by adding a modern profile clad often means the cost of refurbishment is

comparable to demolition and re-development.

Site owners and commercial development companies are unable in the present climate to

justify re-development of these sites for the following reasons:
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0 Value of existing stock. Even though they may be in a poor state of repair and
functionally obsolete, the availability of freehold industrial stock within the city centre
remains limited which means that values of existing stock and therefore the
expectations of existing owners makes re-development unviable because of a price

needed to purchase the existing facility.

0 Business Rates Liabilities. This is a national issue. Prior to 2008, developers could
construct new build facilities and not be liable to pay business rates when they were
vacant. Speculative development in the current climate is not viable in part due to the
burden of full business rates liability and the risk of a developer having to incur this

whilst new stock is vacant.

o0 Depressed rental values and lack of availability of bank funding to small and medium
sized businesses to purchase commercial property means that markets for both tenure
remain muted. Whilst most occupiers preference is to have a modern new facility, in
most businesses in the region cannot justify the commitment required to facilitate a new

build development.

The impact of Energy Performance Certificates (EPC’s) and how they may affect the
potential let ability of industrial properties in the future rents to be guaranteed. Older stock
clearly does not fair as well in respect of the EPC grading system; however at this time we
are yet to see any direct correlation between rents achieved and EPC grading. This may
however alter quickly if the Government introduces any tax incentives or penalties tied to
EPC assessment which may well create an additional new variable to the re-development

viability of existing city centre older stock.

Outside of the city centre a number of schemes have been completed within the last 5-7
years most notably into the west of Cambridge in Papworth and to the north along the A14
at Buckingway, Swavesey providing new accommodation in relatively close proximity to the

city centre.

Cambridge has a total industrial stock of around 5,000,000 sq ft, which is relatively small

compared to Peterborough, the region’s main industrial centre.
Top industrial rents in Cambridge city centre stand at around £8 - £9 per sq ft with up to £11

per sq ft being achieved for trade counter units. The value drops considerably outside of the

city centre to around £5.50 - £6.00 per sq ft for prime stock in line with wider regional rents.
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It is generally considered that that the industrial sector is the least volatile of the three main
commercial property sectors, however it consistently underperforms in the Cambridge

market and struggles to attract support and investment.

The trade park and manufacturing sector has been significantly affected by the recession
and this has had a negative impact on demand for industrial property most notably
secondary property unsurprisingly, transaction levels during the recession are minimal with

landlords accepting lower rents than previously in order to limit empty rates liabilities.
We have had regard to rental evidence of industrial property in the local area as follows:

* In 2011 activity at Dencora Business Centre which provides a scheme of industrial units.
The most recent rental evidence on site is on Units B an H which provide 2,174 sq ft and
1,161 sq ft of industrial accommodation respectively and we understand are under offer

at £10 per sq ft each.

* In May 2011 a terrace of light industrial units at 7-10 Nuffield Close total 10,388 sq ft
was let for £70,119 per annum, reflecting £6.75 per sq ft.

e At Kings Court new modern units are located to on the far side of Cambridge Science
Park. They provide industrial accommodation ranging in size from 4,878 sq ft to 10,093
sq ft and have been on the market for a number of years now. Fuijifilm Sericol Global took
5,216 sq ft in Unit 5 on 5 year lease in early 2011 at £46,944 pa equating to £9 per sq ft
gross internal with 4 months rent free. Applied Medical Technology took 4,878 sq ft in
Unit 4 on a 5 year lease at £43,902 pa equating to £9 per sq ft gross internal with 3

months rent free in late 2010.

 In 2011 Unit B The Paddocks, Cherry Hinton which is situated in a small industrial
estate to the south of the city centre and totals 3,538 sq ft let to JMF Logistics Ltd for
five years at £19,919 per annum, equating to £5.63 per sq ft.

e In September 2010 Unit A, Ditton Walk which is a small industrial unit is situated on a
small industrial estate off Newmarket Road. It comprises a steel portal frame
warehouse of 12,972 sq ft with ancillary office accommodation and yard area. It was let
in September 2010 to AlV Valves Europe for five years at £58,374 per annum, reflecting
£4.50 per sq ft, having been on the market quoting £6.50 per sq ft.

The industrial current investment market as per the Office and R&D sectors generally is

governed by security of income and is therefore particularly concerned with tenant covenant

and the length of unexpired lease terms. It is clear that lack of credit is still an issue and this
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remains a limit in the secondary market. In January 2011 Savills investment department put

prime industrial investment yields at 6.25%, and our latest research suggests that in January
2012 these stand at 6.0%.

SQW

Kings Court, Kirkwood Road, mentioned above provides industrial accommodation
ranging in size from 4,878 sq ft to 10,093 sq ft. Cambridge Land Investment bought 999
year lease on 5,046 sq ft for £620,658 equating to £123 per sq ft in mid 2010.

Sawston Trade Park is situated about 7 miles south of Cambridge and has good access
to the A505 and M11. This multi-let industrial estate includes a mix of industrial and
trade counter units let to tenants such as PlastiKote, Adcock Refrigeration and
Cambridgeshire Bathrooms. The trade park was purchased by Howard Group in
January 2011 for £5,400,000, reflecting a net initial yield of 8%.

Titan House, Space 10 Papworth Business Park, Cambourne which provides a brand
new industrial unit on a business park with good transport links totals 38,016 sq ft and is
situated outside Cambridge. It was let to Ultra Electronics for 20 years, from July 2011,
with tenant’s option a break at year 10 and five yearly rent reviews at a rent of £237,600

per annum. It sold to a private investor for £2,800,000 reflecting a net initial yield of 8%.

Units 5-6 Buckingway Business Park, Swavesey are situated on a modern business
park at junction 28 of the Al14 to the west of Cambridge. This property comprises an
industrial unit of 12,280 sq ft, let to St Gobain Building Distribution Limited t/a Grahams
until 2023 (12 years unexpired) at a rent of £95,000 per annum. It sold in May 2011 for
£1,130,000, reflecting a net initial yield of 7.9%.
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THE EMERGENCE OF HYBRID BUILDINGS

CGl, Hybrid Building at Cambridge Research Park

Defining Hybrid Buildings

A key emergence in the region over the past 2 — 3 years has been of the ‘hybrid’ research
and development buildings. Examples of these can be found around the key Cambridge
Science Parks and typically they comprise modern warehouse type construction with high
quality office fit —out typically occupies 20 — 50% of the built space. Externally, the buildings
will have the appearance of office building Business Park space with high quality
landscaping, street furniture and external finishes. They will combine office functions, but
also Research and Development and production facilities all under one roof. We anticipate
these buildings being the most likely growth area of new build over the next 3-5 years.
Office content will vary and there appears to be an emergence of a number of sub-markets
within these including mid tech, low tech and high-tech buildings. To assist with the

visualisation, we attach a CGI of the type of premises currently being contemplated.

Hybrid Sizes & Values

Occupiers will typically struggle to identify existing stock suitable for this process as they will
often only be presented with dated industrial type properties in more traditional
manufacturing type locations which are completely inappropriate for the quality of space
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they require. Alternatively they will identify conventional office stock in Business Park sites
which do not have the production capabilities within the same building forcing them to
consider split sites. These facilities tend to range from approximately 15,000 — 20,000 sq ft

at the smaller end of the scale rising up to 60,000 - 70,000 sq ft at the larger end.

As an un-established market, rental levels and freehold values for Hybrid buildings tend to
be wider ranging based upon specification. They will lie between new distribution and office
values which should equate to rents of approximately £11 - £15 per sq ft with capital values
being in the region of £130.00 - £150.00 per sq ft. Clearly this will vary slightly depending
upon the amount of office content and the remainder of fit-out, but this should provide an

indication as to the anticipated figures.

Current hurdles we are identifying with the deliverability of hybrid buildings are that within
the wider context developers still require a minimum of 10 and ideally 15 year commitment
from an occupier. Whilst most occupiers anticipate committing to the building for that
amount of time and the majority will have significant fit-out which they will wish to write off
over a longer period of time. The influence of overseas parent companies, which own the
majority of pharmaceutical and R&D companies in the region including American, German,
Japanese and Sovereign Wealth countries provide another cultural hurdle. We understand
that tax structure rules can preclude companies from taking a long term lease as this has a
disproportionate effect on their liabilities. It is also a factor that intentional occupiers have a
different corporate culture when it comes to property commitments where more common
lease terms are around 3 — 5 years rather than 10 — 15 years and a number of these

companies will place an absolute prohibition on long term commitment.

PUBLIC SECTOR CUTS

The Impact of public sector cuts nationally

The public sector has expanded dramatically in employment and spending terms over the
last decade with many local economies becoming dependent on public sector despite strong
aggregate economic growth from the late 1990’s onwards. When considering the overall
public sector perhaps it is important to remember that a strong dependency on one or two
large public sector employers (e.g. military base or hospitals) in a city can significantly skew

the figures.

Clearly the economic footprint of the public sector is significant. As the largest employer and
single source of demand across the economy there is a marked impact on both the wider

business base and upon the level of consumer spending.
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The public sectors cuts raise many questions for analysis for investors and economists alike,

including:

. How severe will they actually be?

. How many public sector jobs will be lost?

e Which sectors will be affected the most by the spending cuts?

. How will they be applied? For instance what would be the balance between wages, job
cuts and procurement?

e Will the private sector response be enough to drive economic growth alone?

Aside from direct job losses in public services, the cuts in employment are likely to come
from reduced procurement on goods and services. Clearly the public sector accounts for a
strong proportion of total sales in both service and production activities, with the highest
footprint in research and development, manufacture of medical and precision instruments

and sewerage/refuse collection.

In general, the sectors with the highest dependency appear to be those directly supplying
products to deliver public services, e.g. health equipment, machinery and fuel. Although the
proportion of research and development sector output accounted for by the government
seems very high, the majority of this originates from the health sector (56.6%). Whilst this
sector also captures research grants and contracts to Universities and research funding to
Non Departmental Public Bodies. In a European context, on average around 38% of total
spending on R&D activities originates from Government institutes or higher education

spending.

Cambridge Public Sector Cuts

Cambridge as a city is not hugely exposed to public sector in terms of the knock on effects
to the wider city economy. It is suggested that with the skill levels of public sector workers
being relatively high compared to the rest of the economy with a significant proportion
having degree level of above qualifications, around 80% of those losing their jobs could be
expected to be re-employed by other industries. However, this assumes that former public
sector employees can adjust to the different conditions in the private sector, and demand

exists.

Cambridge is well placed to recover quickly from the cuts largely because of the strength of
the private sector labour markets with the core labour market characteristics having a solid

enterprise export base, accessibility and connectivity.
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Using the broad industry definition, the local authority with the highest proportion of
employment within the public sector is Oxford at 51% which demonstrates the influence of
major employers within the public sector, in this case the University of Oxford. Similarly this
is reflecting the high ranking of Cambridge being the fourth highest local authority with
42.8% of employment within the public sector. Not surprisingly, higher education is very
important in Cambridge, however for the purposes of this Employment Land Study we have

not considered potential cuts in Higher Education.

We highlight the likely sectors within the Cambridge public sector that offer the most
insightful narratives of how cuts will be met and the likely effect on jobs and vacant office
space. A key cut is in business, innovation and skills, where the spending savings here
have concentrated on efficiency and resource savings but also in the reduction of non
departmental bodies and the abolishment of regional development agencies. This sector is

particularly relevant in the context of EEDA and their holdings at Vision Park, Histon.

It is suggested cuts in other public services such as legal activities, advertising,
accountancy, market research, call centres, secretarial support and recruitment agencies

will contribute to the overall effect.

New business start ups have been emphasised as a key recovery route for the UK economy
and will be in Cambridge. Some of those losing their jobs are likely to set up new business
especially if the drive towards private provision of public services to improve efficiency is
implemented which could provide opportunities for those previously working in the provision

of such services in the public domain.

The cuts to public sector will impact on other Business’s in Cambridge chiefly in two different

ways;

e Supply chain effects. Whereby current procurement spending by one industry hits the

sales of another industry with knock-on effects on other industries in the supply chain.
«  Consumer spending effects. Whereby cutting jobs in one industry leads to reduced
purchasing power and a fall in sales and other industries which knock on effects as

those industries cut purchasers and jobs.

Translating these effects onto the Cambridge commercial property market needs careful

consideration.

Whilst public sectors occupy a significant amount of commercial space within Cambridge, a

large number of these facilities are specifically constructed for purpose and not easily
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occupy able by alternative business. Examples of this may be the fire service building at

Cambridge Research Park or existing MOD facilities.

It is also often the case that whilst there have been some high profile closures around Vision
Park, in the majority of instances staff numbers within departments will contract rather than
full closures and therefore this may result in the short to medium term in existing space held

by the authorities just being more sparsely populated.

It is often the case with public bodies that long term leases are put in place at the outset to
benefit from short term Landlord incentives which in the future may make the space difficult

or costly to exit.

Therefore, there will be a significant time lag between actual job cuts being made and the
availability of the space in the market. It may be the case that in order to exit existing
facilities there will be requirements for up front payments either surrender premiums

or dilapidation settlements.

THE ONGOING VIABILITY OF CAMBRIDGE'S MAJOR EMPL OYMENT SITES

Existing Allocated Site Activity

The Land at Coldhams Lane, identified in the Employment Land Review as a site that
comprises a former tip with up to 90 m of landfill which has potential for employment
development for long term and has recently been sold by Land Securities to Anderson
Design and Build who we understand are not looking to pursue any employment uses at this

time.

A further site sale also mentioned in the 2008 report was the National Extension College site
at Purbeck Road which Homerton College have recently purchased. This comprises a total
of 3.13 acres which was home to approximately 40,000 sq ft of commercial space. There
are no firm plans for the site’s redevelopment at this stage, although we suspect due to the
nature of the purchaser there may be some form of student accommodation development

anticipated in the future.

It has been recently announced that the Spicers site in Sawston is to be sold which provides
a mix of industrial buildings of approximately 300,000 sq ft which potentially could be

extended along with a mix smaller commercial office and studio buildings.
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Commercial Site For Alternative Uses

Case studies of city centre sites which have been redeveloped include Neath Farm, Church
End, Cherry Hinton which comprised a site of 2.02 acres which gained consent for 40 new
residential units. Previously, the site housed a number of dated, low eves height, high
density industrial units. This was predominantly occupied by low value operators including
food production and catering companies some of which served the local Cambridge
Market. Unfortunately, a significant occupier on the estate, Wicked Cake Company chose to
relocate outside of Cambridge to Haverhill where they acquired a second hand facility of
approximately 10,000 sq ft as they were unable to identify cost effective space within the city
for their requirement and they had a large three phase power requirement. For reference,
Haverhill rents are around 50% that of Cambridge and a contributing factor was the fact the
senior personal of the company lived close to the town. This is often a significant contributor
to relocation of businesses and the impact should not be underestimated for small and

medium sized operations.

A further example of commercial site redevelopment in 2011 was the sale of former BT
Engineering Centre in Cromwell Road. This 3 acre site to the east of the city centre followed
on from other residential redevelopments in that street and sold with outline consent for 140

residential units.

Both of these sites were occupied by functionally obsolete and almost derelict commercial
buildings and were economically unviable for redevelopment in a commercial context

partially due to their location and also the condition of surrounding properties.

Reoccurring themes to continually be monitored within the Employment Land Review relate
to the need to safeguard key employment sites within the city boundaries and resist when

possible redevelopment for alternative uses mostly likely residential.

Northstowe, Cambridge East & Newmarket Road Nor  th Update

An outline planning application for a first phase of Northstowe to comprise 1,500 homes
together with associated and complimentary uses, infrastructure and services as submitted
to South Cambridgeshire District Council at the end of February 2012. The revised
Masterplan for the whole town and the development frame work were also submitted. The
first phase of the scheme includes 5 hectares (12.3 acres) of employment land including

household recycling and foul water pumping stations.
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The phased approach was triggered by the downturn in national and local economic
prospects and the government spending review of October 2010, following which the Al14

road improvement scheme was withdrawn.

This phased approach will hopefully speed up the delivery of the employment land where
the developers anticipate a significant employment opportunity with a choice of jobs
available across a range of sectors. Office and high technology research and development
firms will be concentrated in a business hub linked to the town centre. In a further phase an
additional employment area located to the park and ride will in particular provide a wider

range of job opportunities.

Northstowe will need to develop a clear identity which will set the tone for the type of
employers attracted to the location. At the present time, it remains to be seen to whether
Northstowe is considered a Cambridge location or whether it develops its own identity as a
stand alone town. It maybe the case that businesses perceive Northstowe in the same
grouping as perhaps Bar Hill, Papworth and to a less extent St Ives rather than a Cambridge
location. This will be paramount in the ability of Northstowe to attract the high quality office
and R&D occupiers they anticipate. This renewed phased approach will hopefully assist
with the allocation of appropriate amounts and type of employment land. Up to recently,
there were concerns of the Northstowe development being delayed for a long period of time,
however the joint promoters Gallagher and Homes and Communities Agency (HCA)

hopefully have unlocked the site.

The area plan for Cambridge East provided for 10,000 -12,000 dwellings and 4,000 — 5,000

jobs on 20 — 25 hectares of employment land.

As The Marshall Group now intend to continue to commercially occupy the Cambridge East
site for the foreseeable future, this could mean a supply reduction of the 20-25 hectares
allocated as part of the redevelopment. At this stage, due to lower levels of activity in the
commercial development sector, this loss may not be as detrimental as it would have been if
‘boom’ economic conditions were maintained since 2007. This substantial allocation may

therefore be a useful ‘strategic hold’ for Cambridge for the long term®.

In addition to the airport, the future of The Marshall Group’s holding north of Newmarket
Road remains uncertain. At this stage it has been indicated that a residential scheme is
being prepared for consideration but no further details or employment land proposals are

anticipated.

*'Note that this is Savills’ view only; it is notstatement of planning policy
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It was suggested at the time in 2008 that the development of Northstowe and Cambridge
East should be undertaken in parallel with residential and commercial developments partly
because of suggestions that developments such as Cambourne had lagged behind in terms
of the employment development. Whilst it is often the perception that developments can go
hand in hand, it is often difficult to achieve as business occupiers are naturally reluctant to
locate in an area where there is no housing or more importantly immediate amenities
present. Often attempts are made by developers to stimulate the employment land
development by heavily discounting values and subsidising this element of the scheme
However, in the current climate with section 106 agreements and proposed new levies on

development this may be a step to far.

CONCLUSIONS & OBSERVATIONS

We are confident in the short term that due to a scarcity of modern accommodation in prime
locations and further pent up demand from occupiers who in a number of cases are obliged to
relocate from their premises and expand, that enquiry levels will increase over the coming
years. These are likely to be focused primarily on the larger multinational R&D and
professional service sector rather than local businesses and industrial uses. Looking forward,
we feel that prices and values have effectively stabilised and Cambridge has not seen the
significant discounts in both land and completed stock values that have been experienced in

the wider region.

Medium and Longer term developer sentiment

At the present time there is no doubt that development, investment and occupier interest has
all contracted into prime opportunities hence the success the Cambridge city centre office

market and the ongoing success of the Cambridge Science Park since the downturn.

Of greater concern are the ongoing viability issues with the development of any sites other
than those in prime locations. If we consider the most recent new developments of industrial
and warehouse units at Papworth, Buckingway Business Park and to a lesser extent Kings
Hedges in the city centre, all three schemes have not been a commercial success for the
original developers. This is primarily due to a significant drop in values since the downturn in
late 2007, however it maybe that the development appraisals of these sites will only stack up
in very specific ‘boom’ conditions in the future. On a more positive note, the majority of these
units are now fully occupied by local businesses and whilst the schemes may not have been a
financial success for the investors, the legacy of good quality stock surrounding Cambridge is

of course a key benefit.
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Considering the longer term development requirements and extending the timescale of
forecast from 2026 to 2031 at this stage it is difficult to identify any fundamental differences in
strategy required over those time scales. The 2008 study clearly relied upon development
data and employment data compiled throughout the boom years and therefore the logical
progression if we consider data since 2008 for construction across all three sub- centres

inevitably will identify a slower pace of delivery.

Compiling take up and development data at this depressed stage of the cycle is a useful
exercise to illustrate average development completions over the last decade through the
peaks and troughs of the cycle which should assist with a more accurate long term forecast

rather than just considering the boom years.

Observations Linked to Employment Land Review 2008

The need for sustainable development is also a consistent thread running through the review
and again interpretation of this to various employment sectors varies. One particular aspect
of this appears to be congestion and the need for green travel strategies for employment land
and therefore intensification of development at sites near to established public transport for
example station road office development on the siteing of more on the outside of the city
centre are more commercial vehicle reliant distribution occupiers shows a common sense

approach.

Within the city centre and particularly in walking distance of the station and guided bus,
occupiers are becoming increasingly accepting of limited parking provisions with a “London”
culture emerging where employees and even senior level partners do not expect an allocated
parking space as part of their employment package. By way of example, Mills and Reeve
solicitors’ current premises comprise 35,000 sq ft and has a total allocation of 175 spaces.
Their new offices at Botanic House total 52,000 sq ft and only have an allocation of 50 spaces
all of which will be allocated to visitors only. By way of further example, Microsoft whose

facility is 78,000 sq ft also only has 50 spaces allocated.

This shift in attitude will give confidence to developers looking to redevelop city centre sites
and intensify the density of development that the final product will be acceptable to end
occupiers with reduced parking ratios. Outside of the immediate city centre, parking remains
an essential requirement of most occupiers and reduced provision will often result in the
space being unacceptable to occupiers or alternatively nearby access and estate roads

become “overspill” parking areas.

A “bicycle culture” remains strong particularly with the 20 — 35 age group working within the

R&D sector. This is particularly relevant for companies locating within the northern fringe
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science parks and companies often refuse to consider relocation outside of the city boundary

for fear of losing staff.

Rules governing the limitation on the occupancy of new premises in the city are often a source
of confusion and uncertainty for business with the definitions being perceived as arbatory and
open to interpretation with a further paradox being suggested that the majority of key
employers in the city are in fact multinational companies. The rules are often misquoted or
used as propaganda by developers, landlords and agents to unrepresented occupiers in an
effort to encourage or dissuade them to consider specific buildings or locations. In the current
climate this additional level of uncertainty can lead to relocation or expansion plans being

postponed.

Perhaps unsurprisingly is therefore important that when considering existing and future
employment site locations they are generally fit for purpose in terms of sustainability and
scale, however it is also of paramount importance that the sites are deliverable from an
economic viability stand point and this is likely to remain the sole most significant hurdle in the
future for the B1lc, B2 and B8 uses as well as Bla and b user who prefer to locate in new

buildings outside of the city centre.

One key consideration for developers contemplating the development of employment sites
outside of the established prime locations is that rental and capital values of commercial
product drops significantly once outside of city boundary. By way of an example, with city
centre office rents peaking at around £30 per sq ft there is modern new industrial stock

available in Buckingway, Swavesey with deals deliverable at around £12 per sq ft.

Once the boundaries of Cambridge city are left, occupiers begin to contemplate locating in
surrounding towns as alternative locations as they are unable to benefit ‘The Cambridge
Effect'. In the case of Buckingway Business Park, office occupiers would also contemplate
offerings at Hinchinbrooke Business Park, Huntingdon, and St Ives Business Park where

modern accommodation can be easy to acquire.

Therefore in the medium term it is important that the focus remains upon the deliverability of
product which will require the selective management of prime commercial opportunities and
an acceptance that many city centre prime sites in either broken ownership or housing older

buildings are unviable for redevelopment with comparable albeit new employment product.

Over the past two decades office and R&D completions in Cambridge have totalled in excess
of 4,000,000 sq ft or an average of 200,000 sq ft per annum. There have been clear peaks
and troughs in terms of the delivery of this space and perhaps unsurprisingly since the

economic slowdown towards 2007 between 2000 and 2011 completions averaged
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approximately 100,000 sq ft per annum although the previous 5 year period 2002 — 2006

showed an average of almost 345,000 sq ft per annum.

It is difficult to see how this level will be sustained over the next decade although considering
the past two decades when looked at in conjunction with demolitions and changes of use

office stock in Cambridge has effectively increased by nearly 100%.

Since the beginning of 2007 around 50% of the space developed has been speculative, with
about 50% pre-let or pre-sold as purpose-built facilities. We would however point out that
because of the time lag of securing a site for development, obtaining planning consent and
funding in 2012 we only anticipate limited speculative stock being constructed in the office and
R&D sectors and no new speculative development in the city or south Cambridgeshire in the

industrial and warehouse sectors.
The key hurdles to completing pre-let or pre-sale transactions with occupiers are as follows:-

. Lease Term Commitment - As Cambridge has a bias towards the R&D sector, often
companies are funded by venture capitalists and focus upon specific product
development which has a relatively short term development programme typically
between 3-5 years. It is therefore problematic for many occupiers to commit to a
fixed term of 10 or 15 years which is required by developers and lenders to finance

construction.

. Parent Company Consent — Our understanding is that a large number of occupiers
in the region are often ultimately owned by overseas parent companies, the majority
of these being from the US, Germany, Japan or the Far East. They are often
unwilling to commit to guarantee leases for their UK subsidiary companies and in
the event that they do again they are not used to committing to 10 — 15 year terms.
We have failed to conclude on a number of potential transactions where the UK
based subsidiary has been prepared to proceed, but held back by their parent

company.

. Timing of Development — Typically occupiers will require their buildings within a 6 —
9 month time frame and they also often need to undertake their own costly and time
consuming fit-out programmes. It will often take up to 12- 18months to deliver a
warehouse facility including gaining planning consents and longer for an office or
R&D scheme. As an alternative, developers are now often achieving detailed
planning consents on the sites they own and putting in place ‘fast track development

agreements’ with contractors, many being confident of delivering an industrial
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warehouse building within 9-months of commitment from an occupier and 12-18
months for office or R&D schemes.

The availability of R&D and office space has fluctuated with overall availability towards the
end of 2011 decreasing albeit primarily as there was no new speculative development being
completed and no significant releases of older space, however throughout 2012 a significant
amount of small second hand units have returned to the market but the availability of Grade A
space which fell throughout 2011 now stands at its lowest point for 10 years. A full schedule is
attached as Appendix 1.
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Appendix 1
Appendix 1 - Schedule of Availability
From To Type -
No Address sq ft sq ft Rent/psf Office/Lab Grade
PRIME CITY CENTRE

. . . Grade

1 | 90 Hills Road, Cambridge 408 9,030 £27.50 Office A
. . . Grade

2 | 24 Hills Road, Cambridge 2,880 5,830 £27.50 Office A
3 | Lockton House, Clarendon Road, Cambridge 2,084 2,084 £21.54 Office Grgde
4 | Lockton House, Clarendon Road, Cambridge 5,240 5,240 £21.50 Office Grgde
5 20 Station Road, Cambridge (Formerly the Leda 2.443 8.195 £98.50 Office Grade

House) B

Total 30,379
SECONDARY CENTRAL LOCATION

£18.00 , Grade

6 | Westbrook Centre TBC 10,000 £20.00 Office B
. . , Grade

7 | Poseidon House, Castle Park, Castle Hill 2,510 8,900 £15.50 Office B
8 | Blackhorse House, Castle Park 4,633 19,886 £16.50 Office Grgde
9 | Mount Pleasant House, Cambridge 5,012 5,012 £18.00 Office Grgde
10 | Units 5 & 6, Wellbrook Court, Cambridge 2,075 6,905 £18.50 Office Grgde
11 | St Andrew's House, St Andrew's Road, Cambridge TBC 7,600 £22.00 Office Gride
12 | Castle Street, 24 St Giles Court, Cambridge 4,173 | 10,109 | £21.00 Office Grgde
13 | Eden House, Batemen Street, Cambridge TBC 9,810 TBC Office Grzde
14 | Henry Giles House, Chesterton Road, Cambridge 2,712 7,757 £12.00 Office Grgde
15 EI|zabe_th House, 1 High Street, Chesterton, 5503 5593 £17.33 Office Grade

Cambridge B
16 | Gibson House, 57-61 Burleigh Street, Cambridge | 2,486 | 7,544 | £16.00 Office Grgde
17 | Unit 200, Rustat House, Clifton Road, Cambridge 5,706 5,706 £20 Office Grade

refurbed B
18 | Unit 100, Rustat House, Clifton Road, Cambridge 5,741 11,484 £20.00 R&D R&D
19 | Gonville Place, 95-97 Regent Street, Cambridge 7,500 8,450 £24.00 Office Grgde
20 | Shaftsbury House, Shaftsbury Road, Cambridge 5,460 5,460 TBC Office Grgde
21 Homerton Business Park, Purbeck Road, 2776 7530 £15.00 Office Grade

Cambridge B
22 | Lothbury House, Newmarket Road, Cambridge 2,248 7,612 £18.50 Office Grzde
23 | The Quorum, Barnwell Road, Cambridge 1,570 9,729 £15.50 - Office Grade

£16.00 B

SUBTOTAL Cambridge central 155,087
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CAMBRIDGE - NORTHERN CLUSTER

o5 Nevvton House, Cambridge Business Park, 5,500 11,000 £23 50 Office Grade
Cambridge B

26 Byron House, Cambridge Business Park, 6,987 6,987 £23 50 Office Grade
Cambridge A

27 Caven@sh House, Cambridge Business Park, TBC 22.479 £26.00 Office Grade
Cambridge A

o8 Unit 9b, Cambridge Science Park, Milton Road, TBC 5000 £23.00 Office / R&D
Cambridge R&D

29 Unit 10, Innovation Centre, Cambridge Science 2100 2100 £32”pa Office / Grade
Park, Milton Road, Cambridge ' ' . : R&D A

inclusive

Unit 11 Cambridge Science Park, Milton Road, Office / Grade

30 Cambridge 1,313 1,313 TBC R&D A
Unit 15-16-17 Cambridge Science Park, Milton Office / Grade

31 Road, Cambridge 1,270 3,843 TBC R&D A
Unit 18 Cambridge Science Park, Milton Road, Office / Grade

32 Cambridge 2,561 2,561 TBC R&D A

33 Unit 23, Innovation Centre, Cambridge Science 354 354 £3§||pa Office / Grade
Park, Milton Road, Cambridge . . R&D A

inclusive

34 Unit 2? Cambridge Science Park, Milton Road, 11,517 11,517 £11.50 Office / R&D
Cambridge R&D

35 Unit 140 , Cambridge Science Park, Milton Road, 12,589 26,238 £20.00 Office / R&D
Cambridge R&D
Unit 201 Cambridge Science Park, Milton Road, Office / Grade

36 Cambridge 3,871 3,871 TBC R&D A

37 Unit 3Q2, Cambridge Science Park, Milton Road, 1,488 1,488 TBC Office R&D
Cambridge

38 Unit 32_2, Cambridge Science Park, Milton Road, 1,614 1,614 TBC Office R&D
Cambridge

39 Unit 32_5a, Cambridge Science Park, Milton Road, 980 980 TBC Office R&D
Cambridge

20 Unit 32_6, Cambridge Science Park, Milton Road, 5780 5780 TBC Office R&D
Cambridge

a1 Unit 33_2, Cambridge Science Park, Milton Road, 9.600 9.600 £93.00 Office R&D
Cambridge

42 Unit 4QO Cambridge Science Park, Milton Road, 3.000 6,432 £91.80 Office Grade
Cambridge A

43 Edmbulrgh House, St Johns Innovation Park, 1,095 14,354 £22.5- Office R&D
Cambridge £25

44 PIatmum Building, St John's Innovation Park, 2,500 2,500 £21 50 Office R&D
Cambridge

45 Vitrum .Bu|Id|ng, St Johns Innovation Park, 6,322 6,322 £21 50 Office R&D
Cambridge

46 Jeffrey; Building, St John Innovation Park, 3,950 10,000 £21 50 Office Grade
Cambridge B

SUBTOTAL Northern Cluster 156,333
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CAMBRIDGE - WIDER AREA BUSINESS PARKS

47 Ba_brz_;lham Research Campus, Meditrina 300 300 TBC R&D Grade
Building B
Babraham Research Campus, Meditrina Office / Grade

48 Building 500 500 TBC R&D B
Babraham Research Campus, Meditrina Office / Grade

49 Building 1,000 1,000 TBC R&D B

50 Trinity Court, Buckingway Business Park, 1,633 6,719 £15.00 Office Grade
Swavesey B

51 Un|t_ 1 Carisbrooke Court, Buckingway 7.320 7.320 £11.00 Office Grade
Business Park, Swavesey B

52 Prospect House, Buckingway Business Park, 3.664 9.685 TBC Office Grade
Swavesey B

53 | Building 2020, Cambourne Business Park 6,500 18,846 £20.00 | Office Grzde

54 | Building 2020, Cambourne Business Park 1,787 1,787 £20.00 Office Grzde

55 | Building 2030, Cambourne Business Park 8,797 8,797 £20.00 Office Gride

56 | Building 2030, Cambourne Business Park 4,506 6,480 £19.00 Office Gride

57 | Building 1020, Cambourne Business Park 8,000 16,135 £18.75 Office Gride

58 | Building 2010, Cambourne Business Park 8,730 8,730 £19.00 Office Gride
Building 7200, Suite 7222, Cambridge Grade

59 Research Park, Cambridge 2,620 2,620 £18.50 R&D A

60 Bmldm_g 7300, Cambridge Research Park, 2.326 2.326 TBC R&D Grade
Cambridge A

61 Bwldm_g 2000, IQ Cambridge Research Park, 4,934 10,455 £16.50 R&D Grade
Cambridge A

62 1000 I_Q Cambridge Research Park, 2343 29.303 £18.50 Office Grade
Cambridge A

63 Unit 90_00, IQ Cambridge Research Park, 6,506 65790 £14 50 Office Grade
Cambridge A

64 | CPC4, Capital Park, Fulbourn 1,600 1,600 £22.50 | Office Gr/ide

. . Grade

65 | CPC1, Capital Park, Fulbourn 3,250 4,816 TBC Office A

71 | Mortlock House, Station Road, Histon 3,732 10,571 £18.50 | Office Grgde

72 The Olq Rectory, Church Lane, Fulbourn, 8.112 8.112 TBC Office Grade
Cambridge B

73 | W2, High Street, 7, Cambourne 5,437 12,618 £15.50 | Office Grgde

74 | Compass House, Vision Park, Histon 2,240 8,932 £20.00 | Office Grgde

75 | 2nd Floor, Victory House, Vision Park, Histon | 5,967 5,967 £20.00 | Office Grgde

76 | First Floor, Victory House, Vision Park, Histon | 7,444 7,444 £20.00 Office Grgde

77 Ground Floor, Victory House, Vision Park, 7.444 7.444 £20.00 Office Grade
Histon B

. - . , Grade

78 | Pioneer House, Vision Park, Histon 938 938 £18.50 Office B
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79 | Pioneer House, Vision Park, Histon - Unit 7 761 1,639 £18.50 Office Grgde
80 | Pioneer House, Vision Park, Histon - Unit 6 719 719 £18.50 Office Grgde
81 | Discovery House, Vision Park, Histon 4,519 4,519 £16.81 Office Grgde
82 | Enterprise House, Unit 5, Vision Park, Histon 1,500 3,532 £19.72 Office Grgde
83 | Trust Court, Unit 5, Vision Park, Histon 3,794 3,794 £17.00 | Office Grgde
84 igﬁgs(;gre] Scheme Granta Park, Great 2.650 27.360 ££11%Eé(())- Oéf(ig(c:gl R&D
85 | Broers Building 2,318 13,517 £26.75 | Office Grzde
SUBTOTAL Wider Area Business Parks 320,315

CAMBRIDGE - OUT OF TOWN
86 | Cambridge Technology Centre, Melbourn 690 24,500 £14.50 Oéfg:s / R&D
87 The Da Vinci (DV) building, Melbourn Science 18,575 | 41,167 £19.50 Office Grade

Park, Melbourn A

88 | The Courtyard, Melbourn Science Park, Melbourn 2,424 10,571 £16.00 Office Grzde
89 | Beech House, Unit B4, Melbourn Science Park, 2,021 | 2021 | £28.00 | Office Gr/"ide
90 | Beech House, Unit B5, Melbourn Science Park 2,000 2,000 £28.00 Office Grzde
91 | Brookfield Technology Centre, Cottenham 5,016 5,016 £11.78 Office Grgde
92 | Great Chesterford Court, Great Chesterford 636 5,309 TBC Office Grgde
93 | Premier House, Linton, Near Cambridge 3,746 11,507 £11.50 OSES/ R&D
94 | The clinic & Laboratory Centre, Bourn Hall, Bourn 4,648 13,144 TBC R&D R&D

SUBTOTAL Out of Town 115,235

GRAND TOTAL 495,457
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Pipeline Development

From To Type -
No Address sq ft sq ft Rent/psf Office/Lab Grade
CAMBRIDGE - CENTRAL
. ' Grade
1 | CB1, Station Road TBC 53,000 TBC Office A
2 | 50 & 60 Station Road, Cambridge 62,500 | 125,000 | TBC Office Grzde
3 Academy House, Hills Road, 30762 TBC Office Grade
Cambridge A
SUBTOTAL Cambridge Central 278,000
CAMBRIDGE - NORTHERN CLUSTER
Unit 428 Cambridge Science Park,
4 Milton Road, Cambridge TBC 36,000 TBC R&D R&D
Unit 436 Cambridge Science Park,
5 Milton Road, Cambridge TBC 40,000 TBC R&D R&D
6 | Trinity Hall Land TBC 110,000 TBC R&D R&D
Pony Paddock Site, St Johns . Grade
! Innovation Park, Cambridge TBC 23,000 TBC Office A
SUBTOTAL Northern Cluster 209,000
CAMBRIDGE - WIDER AREA BUSINESS PARKS
Babraham Research Campus, Office / Grade
8 Moneta Building TBC 20,000 TBC R&D B
9 Building 4010 Cambourne Business 6.200 48,000 TBC Office Grade
Park A
10 | Plot 6000 Cambourne Business Park | TBC | 108,350 | TBC Office Grzde
11 | Plot 5000 Cambourne Business Park | TBC | 99,400 TBC Office Grzde
12 | Plot 3000 Cambourne Business Park TBC 152,650 TBC Office Grzde
13 | Plot 4000 Cambourne Business Park TBC 50,000 TBC Office Grzde
14 | Gambridge Bio Medical Campus, 10,000 | 1,600,000 | TBC R&D R&D
Addenbrookes
Plot 3000, Cambridge Research Office /
15 Park, Cambridge TBC 66,000 TBC R&D R&D
Plot 4000, Cambridge Research Office /
16 Park, Cambridge TBC 66,000 TBC R&D R&D
Plot 5000, Cambridge Research Office /
17 Park, Cambridge TBC 66,000 TBC R&D R&D
Plot 6000, Cambridge Research Office /
18 Park, Cambridge TBC 66,000 TBC R&D R&D
Plot 8000, Cambridge Research Office /
19 Park, Cambridge TBC 66,000 TBC R&D R&D
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CAMBRIDGE - WIDER AREA BUSINESS PARKS
20 Lakeview, 8000 Cambridge 5.000 60.000 TBC Office Grade
IQ and land parcels A
21 | CPC2, Capital Park, Fulbourn | TBC 30,000 TBC | Office Gride
26 | Iconix 4, 5,5 & 6 17,900 70,000 £22.50 | Office Gride
Granta Park Somerville Office /
27 Building TBC 33,000 TBC R&D R&D
Granta Park The Future Office /
28 | Building, Great Abingdon, TBC 47,000 TBC R&D
) R&D
Cambridge
29 Bwldmg 200, Great Abingdon, 20,000 60,000 TBC Office Grade
Cambridge A
30 Bwldmg 400, Great Abingdon, 20,000 24,000 TBC Office Grade
Cambridge A
31 | Building 500, Great Abingdon, | 5 45 30,000 TBC | R&D | R&D
Cambridge
GP East - Bespoke Buildings, Office /
32 Great Abingdon, Cambridge 20,000 216,000 TBC R&D R&D
SUBTOTAL Wider Area Business 2.978.400
Parks
CAMBRIDGE - OUT OF TOWN
35 Cygnus Business Park Phase 2, TBC 14.677 TBC Office Grade
Swavesey A
. Grade
37 | Dotterall Hall, Balsham 2,000 13,455 TBC Office A
. ' Grade
38 | Rook Tree Farm, Great Wratting 1,205 7,740 TBC Office A
39 Hillside Mill Quarry, Swaffham 822 5712 TBC Office Grade
Bulbeck A
40 | Greenside House, Saxon Way, 4,587 9,174 TBC R&D R&D
Bar Hill
SUBTOTAL Out of Town 50,758
GRAND TOTAL 3,516,158
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