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Executive Summary

This report provides a detailed evidence base that support recommendations for the delivery of affordable

workspace in the London Borough of Southwark.

Avison Young has made individual proposals for each of the five study sub-areas (Southbank, Elephant & Castle,
Canada Water, Camberwell and Peckham) in regards to relevant type of workspace that could be delivered,
target industries, typologies of developments required to deliver those spaces and potential discount that could be

applied to the affordable space delivered within the development.

These proposals bring together the different element of analysis presented in this report. This is presented in Table 1
to Table 5. As mentioned throughout the report, these proposals are not strict proposals and we understand that,
based on factors that cannot all be captured and generalised in this study (i.e. type of business and activity, needs,
etc.), the combinations between industry, workspace type, location and associated development typology can be
extremely varied and will not, in practice, be limited to the proposals set below. These proposals are instead given

as a mechanism for understanding delivery opportunities and challenges for the most common ‘mixes’ of use.

Throughout the report the indicative rent achievable is based on 10% of the fotal space being delivered as
affordable workspace. It is to be noted that this is the overall rent charged to the operator and may not be fully
passed on to the final user of the space (the operator would need to, at least, adjust the rent for its operating costs

forinstance).

Note that a financial confribution should be sought from developments that would deliver below the minimum

thresholds of affordable workspace. This is further explained in this report (Design and Delivery Considerations).
Additionally to the proposals made below, the London Borough of Southwark should consider:

e Making the best of their own assefs via the intensification of their use or considering the provision of
meanwhile use of spaces. Depending on specification requirements, early investments (i.e. provision of
fit-out, conversion or adaptation of the existing space, etc.) may be needed and could be financed

through funds collected through financial confributions from below thresholds developments;

e Encouraging the retention of existing stock (the most affordable space is often the oldest) which

responds to the needs and requirements of businesses;

e Using funds collected through the financial contributions from below thresholds developments to
subsidise the rent (further discount, beyond the level sefs in policy) for targeted businesses or provide
grants/loans for upfront investments for targeted businesses (i.e. allowing some businesses to invest into

the initial fit-out and equipment).

Date: December 2019 Page: 1
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Table 1: Affordable Workspaces proposal, Southbank, Summary table

Potential key

. . te/h ffi tiviti
target industries Corporate/head office activities

Professional, scientific &
technical activities

Direct supply chain to core
activities
Cultural/Creative activities

Broad
workspace type

Co-working space

Mixed: co-working space, with
some studio space

Provision of mixed spaces

Particularly focused around
Tooley Street and Borough High
Street

Indicative
location

Particularly focused around
Tooley Street and Borough High
Street

On the edges of the sub-area
(i.e. Bermondsey Street, Tower
Bridge Road, Long Lane)

Associated
Development
typologies

Type 4:large commercial block
Type 5: mixed-used

Key drivers to securing affordable workspace:

Application of discounted rent
recommended

Type 1: micro site

Type 2: medium commercial
block

Type 4:large commercial block
Type 5: mixed-used

Application of discounted to be
considered

Type 1: micro site
Type 2: medium commercial
block

Application of discounted to be
considered

Delivering flexible space (right
sizing), including some private
office space and shared
facilifies (i.e. meeting rooms,
etc.) and equipment.
Generic office space.

Space to be delivered with
inifial fit-out (remove barrier to
entry), with access to shared
facilities and equipment in large
workspaces.

Design fo be tfailored to
prospective activities (require
developer to work with operator
pre-planning)

Likely to be made of small
individual units.

Delivery of the initial fit-out to be
considered particularly for
production activities (require
developer to work with operator
pre-planning).

More generic studio space to
support cultural activities (low
specifications), making the most
of meanwhile use of space.

Delivering flexible space
(flexibility in lease term); with
appropriate rent structure (pay
for what you use)

Management

Flexibility in lease term

Flexibility in lease term

Business rate exemption for
small businesses operating in
large shared space

Business rate exemption for
small businesses operating in
large shared space

N/A

Indicative rent
achievable

Peppercorn rent on 10% of total space

Source: Avison Young

Date: December 2019
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Table 2: Affordable Workspaces proposal, Elephant & Castle, Summary table

Creative activities
Small production based activities

Potential key
target industries

Financial and insurance services, legal and
accounting, activities of head office and support,
computer programming, consultancy

Broad
workspace
type

Studio space and Light industrial space (mixed
space)

Co-working

Indicative
location

Principally focused around Walworth Road and
New Kent Road

In closer proximity of London Bridge and
Waterloo, to the north of the sub-area

Associated
Development
typologies

Type 1: micro site
Type 2: medium commercial block
Type 3: micro site, independent retail

Key drivers to securing affordable workspace:

Application of discounted rent recommended

Type 4: large commercial block
Type 5: mixed-used

Rent level of office space is currently not the
main concern (lowest of all sub-areas) most likely
due to the current low quality of the stock. Rapid
regeneration could, in the longer term push
average rent for office space up. Provision of
discounted rent could be considered and
targeted aft specific industries/groups (i.e. BAME,
start-ups, businesses delivering high social values
for local community, etc.)

Lease incentive (i.e. initial free or heavily
discounted rent) to be considered for start-ups.

Likely to be made of small individual units, low
specification, with potential for shared
spaces/facilities in larger workspaces.

Delivery of the initial fit-out to be considered
particularly for production activities (require
developer to work with operator pre-planning).

Delivering flexible space (right sizing), including
hot-desking, private office space and shared
facilities (i.e. meeting rooms, etc.) and
equipment.

Generic office space.

Flexibility in term of lease duration. Smalll
affordable workspaces may not be attractive for
commercial operators — collaboration with local
charities, educational institution, or public sector
may be required for operation of those spaces.

Management

Flexibility both in terms of space and lease
duration, including pay as you go.

Consider meanwhile use and infensification of
the use of existing assefs (i.e. vacant retail unifs fo
be temporarily converted)

Business rate exemption for small businesses
operating in large shared space.

i
Indicative
discount
applicable

25% discount 10% of total space
Type5 - no discount

Source: Avison Young

Date: December 2019
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Table 3: Affordable Workspaces proposal, Canada Water, Summary table

Potential key
target industries

Broad
workspace
type

Indicative
location

Associated
Development
typologies

Management

Indicative
discount
applicable

Source: Avison Young

Date: December 2019

Nascent professional services (computer
programming, management consultancy,
advertising)

Small production based activities and light
industrial activities

Co-working space, incubator space and studio
space

Mixed space (including office space, maker
space and studios) and light industrial space

Close proximity fo Canada Water tube station

Around the docks and Salter Road.
Light industrial space (maker space) along larger
road network (i.e. Lower Road, A2208).

Type 2: medium commercial block
Type 4:large commercial block
Type 5: mixed-used

Key drivers to securing affordable workspace:

Current average rent level is below borough and
Greater London average. Discounted rent for
start-ups could be considered (particularly for
activities in association with King's College)
Lease incentive (i.e. initial free or heavily
discounted rent).

Type 2: medium commercial block
Type 3: micro site, independent retail
Type 5: mixed-used

Application of discounted rent recommended

Delivering flexible space (right sizing), including
hot-desking, private office space and shared
facilities (i.e. meeting rooms, etc.) and
equipment in generic office space.
Incorporation of incubator space, providing high
specification fit-out (based on activities) and
shared space for business support activities

Efficient use and retention of existing and suitable
space (infensification and meanwhile use) with
potential needs for light conversion / fit-out. Likely
fo be made of small individual units, low
specification, with potential for shared
spaces/facilities in larger workspaces.

High level of specification might be required for
activities linked fo technologies and innovation —
this would require early consultation between
developer and operator.

Provision of a range of facilifies, including hot-
desking (pay as you go), private space with
flexible lease and communal shared facilities (all-
in-rent). Possible collaboration with educational
institution (i.e. King's College)

Possible collaboration with educational institution
(i.e. King's College), particularly for operating of
small units.

Business rate exemption for small businesses
operating in large shared space

Consider meanwhile use of existing industrial
assets

Peppercorn rent on 10% of total space
Type 5-no discount

Page: 4
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Table 4: Affordable Workspaces proposal, Camberwell, Summary table

Potential key
target industries

Property and building
management industry

Activities related to property
and building management
industry

Creative activities

Broad
workspace type

Mixed space

Provision of maker space and
light industrial, including
retention of existing space

Studio space towards Peckham

Indicative

. Camberwell Green
location

Western edge of the sub-area

Eastern edge of the sub-area

Associated
Development
typologies

Type 1: micro site
Type 3: micro site, independent
retail

Key drivers to securing affordable workspace:

Application of discounted rent
could be considered

Type 1: micro site
Type 3: micro site, independent
retail

Application of discounted rent
recommended and pofential
for “all-in rent”

Type 1: micro site

Application of discounted rent
recommended

Principally focused on space for
retail/service activities, likely to
require low level of
specification.

Likely to be made of small
individual units.

Efficient use and retention of
existing and suitable space
(intensification and meanwhile
use) with potential needs for
light conversion / fit-out.
Considered provision of inifial fit-
out.

Potential for shared
spaces/facilities in larger
workspaces (all-in rent)

Likely to be low specification
space, providing shared
amenities, with some small
private units.

Limited number of high
specifications might be required
for specific actfivifies (i.e.
recording studio).

Flexibility in terms of space and
lease duration

Management

Flexibility in terms of space and
lease duration, with
consideration of PAYG rent of
high tech facilities/equipment

Careful consideration of
operator is important due to
potentially limited commercial
operability of the space.

Consider meanwhile use and
intensification of the use of
existing stock (i.e. vacant units)

Business rate exemption for
small businesses operating in
large shared space

N/A

Indicative
discount
applicable

Peppercorn rent on 10% of total space

Source: Avison Young

Date: December 2019
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Table 5: Affordable Workspaces proposal, Peckham, Summary table

Potential key
farget industries

Broad
workspace
type

Indicative
location

Associated
Development
typologies

Management

Indicative
discount
applicable

Source: Avison Young

Date: December 2019

Creative activities

Small production activities

Technology and digital activities

Studio space

Maker space and light industrial
space

Mixed-space

Proximity to the University of the
Arts and the Mountview
academy

Queen’'s Road Peckham
(providing good accessibility
via the road network)

local centre of Peckham

Type 1: micro site

Key drivers to securing affordable workspace:

Application of discounted rent
recommended

Type 1: micro site

Application of discounted rent
recommended

Type 1: micro site

Application of discounted rent
recommended

Likely to be low specification
space, providing shared
amenifies, with some small
private units.

Limited number of high
specifications might be
required for specific activities
(i.e. recording studio).

Efficient use and retention of
existing and suitable space
(intensification and meanwhile
use).

Potential for shared
spaces/facilities in larger
workspaces (all-in rent)

Close link to the creative
activities — provision of
maker/seller space (retail
frontage with studio/maker
space at the back or 15t floor).
Limited range of actfivities
suitable for the area should lead
to lower specification needs;
provision of mixed office/maker
space (i.e. hardware and
software development).
Provision of shared
facilities/equipment in larger
workspaces

Careful consideration of
operator is important due to
potentially limited commercial
operability of the space.

Careful consideration of
operator is important due to
potentially limited commercial
operability of the space.

Flexible space, with consideration
of PAYG.

All-in-rent (with initial fit-out) fo be
considered fo alleviate barriers to
entry for start-ups

Business rate exemption for
small businesses operating in
large shared space

Business rate exemption for
small businesses operating in
large shared space

Business rate exemption for small
businesses operating in large
shared space

Peppercorn rent on 10% of total space
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Figure 1 summarises the above proposals on a schematic map, with indicative locations and typologies for the
London Borough of Southwark.

Figure 1: Affordable Workspace Provision, high level proposal
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Source: Avison Young

Detailed design considerations for different typologies have been provided as part of this report. These should be

considered at the earliest possible moment (pre-planning) by developers, ideally in consultation with a workspace
operator, to shape their proposal.

Additionally, the report provides viability considerations, crossing fypologies with locations, which should be
considered by the London Borough of Southwark fo establish the level of space and discount to be asked fo be

delivered as “affordable workspace”. The report focuses on establishing the optimum levels that can be asked whilst

Date: December 2019 Page: 7
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not jeopardising the viability of a generic scheme in the considered location and not on establishing what can be
considered as “affordable” (as explained in this report, the rent level in itself is not the only determinant of

affordability and will vary from one business to another).

Date: December 2019 Page: 8
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1. Introduction

1.1. Southwark accommodates a diverse range of economic activities; from large scale corporate occupiers
through fo small arfisanal producers the borough's economy plays a vital role at the national, city-wide and

local scale.

1.2. Traditionally a base for many of London’s key industfrial activities Southwark’s economic evolution has
reflected changes fo the city itself. As the industrial economy has confracted new activities have
repopulated former industrial sites and premises in some locations, whilst in others comprehensive

redevelopment has injected an entirely new type of offer.

1.3. Economic change! has therefore been driven by a combination of borough level and London wide factors,
which in turn have also influenced the wider growth agenda, catalysing significant housing delivery across

the north of the borough in particular.

1.4. These changes have had a major impact on the supply and demand for the full range of workspaces across
the borough. Redevelopment has (in many cases) come atf the expense of fraditional employment land
capacity, limiting the overall supply of certain types of space. Where new space has been delivered it has
been of a different form and quality than the space it replaced. At the same time, wider economic and
development trends have driven more businesses to the borough, increasing the demand for workspace

across all forms

1.5. Ultimately this has fuelled a major increase in the cost of commercial premises in most parts of the borough.
This has impacted a large number activities and businesses and has, potentially, displaced them from the
borough or prevented them from operating viably. This may have a disproportionate impact on a number of
ethnic minorities (i.e. BAME) given higher levels of enfrepreneurialism and self-employment, with small and

micro businesses in particular susceptible to rising property costs.

1.6. With this in mind, the analysis supporting this report was realised on properties and businesses suitable for

micro and small enterprises (MSEs), which, by definition employ between 1 and 49 employees?2.

1.7. Southwark Council have recognised this economic challenge and are seeking to protect and enhance the
provision of affordable workspace through the new Southwark Plan. To support this policy development
Avison Young and Architecture 00 have been appointed o provide a range of research and advice relating

to need for, supply of and delivery approaches to secure affordable workspace.

I Contraction of industrial activities observed across London has particularly impacted the north of the Borough. Major economic
shift in economic activities include the emergence of More London has one of the most successful business district in the capital
from a historical industrial role (Hayes Warf, warehouses, granaries and factories, mills, breweries), the reconversion of Shad Thames,
Butler's Wharf and St Saviour Dock from an industrial dock area to a food and beverage leisure destination and an office area for
SMEs, or the reconversion of areas such as Bermondsey Street, Tanner Street and Leathermarket Street from production based
activities towards a service oriented economy and an important hub for the creative industry.

Emergence and rapid expansion of service based, high value, high-tech sectors of activities, which was made possible by the rapid
development of new technologies and the provision of necessary infrastructure (i.e. provision of telecommunication infrastructure;
fransport infrastructure connecting areas of Southwark to historical centres of activities in London; economic anchors, providing
synergies for private businesses, such as university campuses, research facilities and centres, hospitals, etc.).

2 Based on HCA Employment Density guidelines, office based employment requires between 95 sqgft and 130 sqft per job, industrial
based employment requires 160 sgft and 1,020 sqgft per job (depending on activity). We have limited our analysis of the property
market to office space up to 5,000 sqft and industrial space up to 25,000 sgff to avoid average market rent fo be influenced by
values of inadequate stock (i.e. large multi-storey prime office space).
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1.8. This report will support the borough's approach to affordable workspace provision. It provides the evidence
base and analysis of current market frends to understand the need for provision to support existing
economic activity, consider future needs driven by projected economic growth and other regeneration

factors and begins to outline the types of space that will be required to accommodate this growth.

1.9. The analysis considers dynamics and needs at a local level, considering in turn the situation in five of the six
key sub-areas in the borough — Bankside, Elephant & Castle, Canada Water, Peckham and Camberwell. The

sixth sub-area (the Old Kent Road) is subject to its own study, which was published earlier in 2019.

1.10.  The report also considers the question of viability to determine the level of discount on market rent that

could, for a generic scheme, be demanded from a developer (and associated quantum of space).

Date: December 2019 Page: 10
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2,

Defining Affordable Workspace

What is a workspace?

2.1.

2.2.

2.3.

2.4.

2.5.

2.6.

2.7.

2.8.

2.9.

2.10.

Before considering the concept of affordability of a workspace, it is important to understand what a
workspace is (regardless of its level of affordability), how they are operated and managed and who those

operators are.

We will see in the next sub-section of this chapter (“What makes a workspace affordable?2”, page 17), that
not all workspace typologies and all businesses have the same sensitivity fo all affordability criteria and whilst
discounted rent (one of the main mechanisms to deliver affordable workspace) can make a specific space
affordable for a specific business, this mechanism may not have the same effect when applied to a different

space for a different business.

Typologies

Workspace, being affordable or not, can generally be categorised as within one of the following typologies:

Co-Working space:

Co-working space has probably become the most talked about form of "affordable” workspace over the

past few years.

With the rise of new technologies and their incorporation into the world of co-working and shared space, co-
working spaces is no longer only to be found in the back of libraries or in under-used and obsolete offices but
has become a trend and has rapidly faken up a large amount of office space in Central London, which

used to be a location for fraditional real estate almost exclusively rather than co-working.

With venture capital funds pouring more and more money info the indusiry, independent business owners
entering the market, and more fechnology tools serving shared workspaces, co-working space is the latest

major disruption in business real estate.

The take-up of office space by operators of co-working spaces has boomed to almost friple between 2007
and 2017, from 3.7m sqgft in London in 2007 to 10.7m in 2017 and London is the global capital for co-working

space (not just nationally but internationally).

Across Central London, flexible workplace providers took more than a fifth of office space in 2017. A total of
2.5 million sgft of space was let in 2017, fripling the previous year's volumes. This represented 21.1% of all
Cenfral London take up, compared to 8.5% in 2016. Flexible workplace operators now occupy around 10.7

million sqft of space across Central London, or just over 4% of all office stock3.

This increase was largely driven by the rapid expansion of two operators: WeWork and Spaces.

The market has also moved from the more fraditional serviced and private office model to a more fully

flexible, membership, all inclusive and high specifications model.

3 Cushman & Wakefield, Co-working 2018
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2.12.

2.13.

2.14.

2.15.

Artists’ Studio & Markers’ Space:

Studios and makers spaces are the most common typologies of workspace in London (and more particularly

of affordable workspace).

Studios and makers spaces sustain London’s cultural life and creative economy, and workspaces with a
social purpose support the capital’'s community organisations, as well as helping disadvantaged people

access employment.

There will inevitably be a range of activities taking place in studio and markers space within this a wide
variety of sectors. There are varying attitudes towards fine art practice and wider creative design and craft

practices being undertaken in affordable workspace.

Incubator & Accelerator:

Incubators are typically physical spaces, available on relatively flexible terms, which provide additional
incubation services. These services generally include provision of fraining for enfrepreneurs, access fo
networks and specialist equipment. Incubators are typically dependent on charging rent or membership
fees fo residents, offen on a monthly basis. By charging rent, rather than taking equity in the businesses they
support, incubators are able to support businesses that are unlikely to scale rapidly. In many cases,

incubators are aligned with a university, supporting spin-outs along with other local businesses.

Accelerators are a more recent phenomenon than incubators. In confrast with incubators, accelerators
typically provide services through a highly selective, cohort-based programme of limited duration (usually 3-
12 months). Services offen include assistance in developing the business plan, investor pitch deck,
prototypes, and initial market testing. Whilst incubators typically charge rent or membership fees,
accelerators more often base their business model on equity from the start-ups. This means that they are

more growth driven, typically aiming fo produce companies that will scale rapidly or fail fast.

Date: December 2019 Page: 12
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2.16.

2.17.

2.18.

2.19.

2.20.

Figure 2: Overlapping features between incubators and accelerators

Incubators Accelerators

Source: Business Incubators and Accelerators: the national picture, BEIS research paper, April 2017

The “Business Incubators and Accelerators: the national picture” research paper published by the
Department for Business, Energy & Industrial Strategy in April 2017 mentions that London had 29 incubators
(15% of all incubators in the UK) and 81 accelerators (58% of all accelerators in the UK), more than any other
UK region.

Kitchen:

Commercial and industrial kitchens are probably the less well-known and most recent type of workspace to
have developed in London and whilst the GLA database references only 2 sites, a look at alternative sources
(online desk based research) shows a multitude of “commercial” kitchens in London (of different level of
specifications — going from very basic kitchens to the industrial high spec kitchens). Most spaces are located
in East London.

Operators

There are 4 main types of operators, ranging from the fully commercial operator to the charity/not for profit

organisation.

Each type of operator will pretend to offer the best-value workspace, with the eternal debate of public
versus private. The choice of the operator is important as each one has a different profile when it comes to
access to capital, adversity to risk, expertise in operating spaces, capacity, provision of social values for the

local communities, minimum space required to consider operating it.

The type of space, its location and the target sectors/industries/groups may sometimes restrict the type of

operators that will be willing to take on the space. For instance, a commercial operator will usually require a
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2.21.

2.22.

2.23.

2.24.

minimum space size or for the space o be close to other of their developments to ensure the operational

and commercial viability of the project.

Understanding the profile of each single operator (as even commercial operators are not all equivalent),
particularly if establishing a list of recommended operators, is a very important step for the local planning

authority.

The following table outlines the pros and cons of each operator. The table is by no means exhaustive, but
illustrates some of the positives and negatives that local authorities should consider when shaping their

workspace policy.

It also provides an indication the type of space these operators would the most commmonly operate. There is
not clear cut, and operators are not tied to specific typologies but, due to factors such as the historical
evolution of the market or commercial and operational constraints, the operation of some typologies are

generally concentrated with specific operators.

This would be the case of co-working space for example, which is historically an evolution of the managed
office space offer dominated by major commercial operators such as Regus of the Offices Group. Newer
enfrants fo the market, such as WeWork, build their (relafive) success on an aggressive growth strategy
typical of modern and tech-oriented capital venture companies (such as Uber or Tesla). This growth strategy
requires access to major capitals, often inaccessible to public sector bodies or charities. But this does not

mean that public sector bodies do no operate co-working spaces.
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Table 6: Operators pros and cons

Characteristics of Typical typologies of

Examples Positive Negative Typical space space operated
operated
Large co- Co-workin
Expertise Costly woﬁ(ing 9
Human and memberships creoﬁvé
WeWork, Regus, capital Operate kitchens’in
Commercial Spaces, The Office resources to mainly in prime
Group operate prime locations
large space London across
Marketing locations London
Discrefionary Co-working
gor) shape Generic to the Incubator
esign space operators Accelerator
Lower capital P .
Owner- investment Risk of lower needs Kitchen
Google Campus . level of Operate
operator required (no tise/i large spaces
double profit) exper |se/|r1v 9
Lona ferm estment (side Accelerators
ong business) (large
vision corporations)
1 fof Generic Discretionary Artists’ studio
ow cbos ﬁ_ space Use own Markers'
;”;re” Toe][f)éﬁz Risk of lower assets space
on level of Light
Wood Green Works addressin expertise/inv |ndu.sfr|o|/
Public sector (operated by NWES . g estment (side studio space
- disadvantag .
for LB Haringey) ed business)
roups/areas Do not have
group : the resources
Able to guide
. to operate
the vision
large spaces
Small spaces Co-working
Disused units Artists’ studio
or within Markers’
building space
Low cost of Do not have partially in
T;Z?fg(‘:'pz the resources operation
- U ;
to operate Co-working,
Clnemies on.d ACAVA, Wimbletech, on P tudi d
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2.29. It is advisable that developers reach out to operators in the early stages of their project and seek advice

from them in regards to elements such as demand, appropriate typology (or typologies), size requirements

and design specifications in order to ensure the delivery of a commercial operable and viable space.

2.30.  Southwark has established a workspace provider list* which should be consulted and used by developers as

early as possible in the planning application process.

4 htps://www.southwark.gov.uk/assets/attach/10108/Workspace-provider-list-Summer-2019-20-1.2.pdf
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2.31.

2.32.

2.33.

2.34.

2.35.

2.36.

2.37.

2.38.

2.39.

Operating models

Workspace can be operated in several ways, diverging from the more fraditional way of operating
employment space (office and industrial). In the past, the industry practice has been signing a long-term
lease, in which the relationship between the workspace operator and the property owner has not had much
difference with that of a conventional office lease. Nowadays, both sides of the market have shown greater

interest in creative lease structures and operating models as a strategy for sustainable business growth.
Workspace are operated under 5 main models>:

e The lease model:

The operator signs a lease contfract, usually 10-20 years, with the property owner and makes contractual

payments following the lease terms.

Most operators will experience negative cash flows over the initial months due to significant upfront build-out
expenses and an inifial misalignment between rent payment and leasing schedule (as sub-leasing space or

selling memberships take time).

The lease model is the most commonly seen operating model in the co-working business (used by operators
such as WeWork).

e The joint venture model:

Under the joint venture model, the workspace operator and the property owner will enter a joint venture
agreement. The property owner, as the investing partner, contributes the majority of the inifial investment
and has the priority in receiving profits; the workspace operator, as the managing partner, puts in a small
amount of capital and has the operational confrol of the space(s). The joint venture splits profits after the
property owner's preferred return and will usually be disproportionately be allocated to the property owner

until the JV higher operating profits, at which point it can become very rewarding for the operator.

The most important characteristic of the Joint Venture Model is interest alignment. Both partners will benefit
from the business’ prosperity and suffer from its adversity. In designing the waterfall structure, it is important to

match the expected return with the risk exposure for both partners.

¢ The management model:

In this operating model, the workspace operator and the property owner will enter a management
agreement. The property owner is responsible for all the capital investment and is required to reimburse all
the operational costs upon occurrence. The workspace operator is in charge of the design and operation of
the space, marketing and sales of membership, event organizing, and community building. Usually, it does

not contribute capital or only puts in a nominal amount of equity if required by the agreement.

The operator earns a management fee (composed of the base management fee, which is usually a
percentage of the total revenue, and the incentive fee, which builds on the adjusted profits) with remaining

profit going to the property owner.

5 Wensi Zhai, “A Study of the Co-Working Operating Model”, Massachusetts Institute of Technology, February 2017
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2.40.

2.41.

2.42.

2.43.

2.44.

2.45.

2.46.

2.47.

2.48.

2.49.

While the Management Model allows both parties to focus on their specialties, there may be disagreements
on business strategy (i.e. operator might want to increase capital expenditures to upgrade the space and
keep its competitiveness or take aggressive marketing and sales strafegies fo squeeze market share from its
competitors, while the property owner is reluctant to do so). Disagreement may lead to litigation between

the two parties and as far as interrupting the space operation.

e The franchise model:

In the Franchise Model, the property owner is responsible for all capital investments and operates the
workspace by itself. As the franchisee, it pays the workspace operator an upfront franchise fee plus annual
royalty fees to use its brand, member network, and technologies. The operator, as the franchisor, provides
expert guidance, staff training, and on-going supports to the franchise space throughout the preliminary

stage to the operating period.

This model requires the workspace operator to have a strong brand influence and an established member

community.

Brand consistency is crucial in this model. To avoid losing control of the franchise spaces during rapid
expansion, the franchisor should standardise the product, service, visual identification, and workflows, and

ensure the effective execution of those standards.

e The owner-operator model:

The owner-operator model has two cases: the operator purchases the property where its space locates; or
the property owner starts a workspace in the property it owns (i.e. Westfield in it San Francisco Center). The
latter case is more commonly seen in practice because the capital requirement of real estate investment is
much higher than that of running a workspace, and the profit model encourages operators to develop their

business in an asset-light approach.

Property owners (real estate development and asset management companies) have greater financial

strength and higher risk tfolerance. They can balance the profits of a workspace with that of the other assets.

For those companies, the workspace is more of an atftractive feature that contributes to the ecosystem and

overall performance of the existing properties than of an independent business or profit generator.

In some markets where office properties are oversupplied, real estate companies also use workspace as a

temporary strategy to lessen excess inventories.

Rental models

Similarly to operating structures, workspace can be operated under different rental/business models. These
models can be summarised from fully dedicated space to fully shared space — with some operators applying

several rental models within one property.

Open workspaces will typically offer a variety of payment structures to their users, based on the business
model applied by the operator. These structures define what resources and services the user will be able to

access. Figure 3 sefs out the most common payment structures used in open workspaces.
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Figure 3: Rental Model
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Source: GLA, Creating Open Workspaces, 2015

What makes a workspace affordable?

Defining affordable workspace

2.50. The New London Plan (Policy E3) defines “affordable workspace” as workspace that is provided at rents

maintained below the market rate for that space for a specific social, cultural, or economic development

purpose.

2.51.  Such circumstances include workspace that is:

Dedicated for specific sectors that have social value such as charities or social enterprises

e Dedicated for specific sectors that have cultural value such as artists’ studios and designer-maker

spaces

e Dedicated for disadvantaged groups starting up in any sector

e Providing educational outcomes through connections to schools, colleges or higher education

e Supporting start-up businesses or regeneration.

2.52. It can be provided directly by a public, charitable or other supporting body; through grant and

management arrangements (for example through land trusts); and/or secured permanently by planning or

other agreements.

2.53. Policy E3 of the New London Plan precise that particular consideration should be given to the need for

affordable workspace for the purposes in part A above:

e  Where there is existing affordable workspace on-site
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2.54.

2.55.

2.56.

2.57.

e In areas where cost pressures could lead fto the loss of affordable workspace for micro, small and

medium-sized enterprises (such as in the City Fringe around the CAZ and in Creative Enterprise Zones)

e In locations where the provision of affordable workspace would be necessary or desirable to sustain a

mix of business or cultural uses which conftribute to the character of an area.

Policies within the New London Plan provide a sfrategic framework for intfervention, however local policy will
need to be cognisant of the wider risks and challenges of infroducing such a policy and that these cannot

operate inisolation. Key considerations/test of policy should be:

e Viability of developments: Complex development sites have high costs already which workspace

policies should not exacerbate — intervention rates should be appropriately calibrated and viability
tested. However, this risk should be low given the scale of development and the overall proportion of
GDV any workspace element would represent. In some cases the workspace may positively impact

residential value so become closer to cost neutral.

o Subsidy for unviable businesses: Affordable workspace should be a platform from which sustainable

business can grow, ideally giving them a base in early years which decreases the risk of failure, creating
value from public investment. However, it shouldn’'t be a means of allowing businesses to continue if
they are unviable. Careful management of lettings will be needed to ensure any provision is well

targeted.

e Planning for a balance of spaces: intervention should seek to retain capacity that may not otherwise

come forward (if value maximisation were the only driver). If intervention is not well focussed it could

further squeeze out those businesses less compatible with residential-led redevelopment.

e Limiting competition: There is a growing array of workspace providers, many of whom deliver affordable

spaces. Intervention should not limit their ability to operate or create situations where they are undercut.
To make the most of public investment intervention should only focus on areas where commercial

operators are not engaged.

Policies within the New London Plan are judged too generic and fail fo consider the question of affordability
in a holistic perspective. A truly effective approach to affordable workspace delivery will need to consider all
of the factors affecting affordability of space to ensure that a range of spaces are available and affordable

to target businesses.

To be effective, policies need to be adapted to the local context (both in terms of condition of the local
market and local policy objectives) and may want to go beyond a Local Plan level to be adapted to the

particularities of sub-areas within a local planning authority territory.

There are no agreed definitions of affordable workspace. The affordability of workspace might be defined

by one or more of the parameters presented in Figure 4.

Figure 4: Defining/ Achieving Affordability
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2.58.

2.59.
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Source: Avison Young

Discounted rent: As presented in the New London Plan, discounted rent is often the best-known way of

delivering affordable workspace. However, discounted rent may not always have the desired effect and

several considerations have to be assessed.

Who is benefiting the discount? Is the discount applied by the property owner on the lease fo the

operator? Is the operator passing this discount onto the end users?

The discount is relative to the market price. Whilst a certain percentfage of the market rate can be
perceived as affordable in a certain year, this discount may quickly be insufficient to provide

affordability if market prices are rapidly increasing.

What is affordable? This is a difficult question as what may seem affordable for a specific industry or a
specific business may be unaffordable for another industry or business. It is therefore important to
understand who the target audience is and, if necessary, fo apply restriction to access to this discounted
space. A limitation in time may also be useful for some businesses in order to encourage them to
develop and not be forever dependent on this discount to survive (whilst some businesses, seen as

valuable for the community, may require long term support).

Lease incentives: They usually take the form of months free rent given by the owner to the lessee. Initial free

months of rent could help businesses quick-start their activity in the new location and therefore ease their

cash flow or be used by the lessee to finance initial fit-out costs and cost of installation/relocation.
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2.60.

2.61.

2.62.

2.63.

2.64.

2.65.

2.66.

2.67.

“All-in”_rent: Can provide significant discount in running costs for end users, which will benefit from
economies of scales if services are provided in bulk across a shared working space by the space operator or
across their full portfolio. They can also benefit from sharing non-exclusive resources and infrastructure
between several users (when the use of a resource by a user does not prevent another user to use it —i.e.

internet).

Other rent structures: Types of leasing contracts are varied, with some structures making spaces more

affordable or better value for money for businesses. Those other rent structures could include a rent based

on business performance, flexible rental ferms, partial rent, sub-lease of under-used space, etc.

Fit-out: For some businesses, and particularly some start-ups, one of the main obstacles to the development
of their activity (or the creation or their activity) is the initial fit-out cost of their working space. This usually
becomes particularly true as the activity of the business becomes very specialised and very technical (i.e.
pharmaceutical research, food development...). The fit-out of space will usually be an issue for start-ups and
micro businesses, which have not got sufficient cash flows to finance the inifial investment. Therefore,
subsidising the cost of this fit-out may have, in specific circumstances, a greater impact than providing a

discounted rent.

Right sizing: in some cases, the problem is not as much the cost of the space (per sgft) but the minimum
threshold required to rent which makes workspace unaffordable for businesses. Adapted unit sizes and
flexibility in renting more or less space as business evolves will impact on the affordability aspect of this

space.

Shared facilities: As discussed above, shared facilities can help bringing the cost of a workspace for a
business down. The sharing of equipment that is occasionally or temporarily used by businesses will release

pressure on the cash flow of those businesses — making their overall operating cost more affordable.

Use of intensification: Rent can be brought down by using less space for the same amount of people (or

placing more jobs into the same space). This could be achieved through pure intensification of employment
densities (i.e. smaller desks — to keep it simple) or through the shared of one space between different
businesses at different time of the day (i.e. artist studio during the day turning info an art gallery at night). As

the rent is shared between businesses, it becomes more affordable.

Meanwhile use: Similarly to intensification, the use of (temporary) vacant space can be for some businesses
very inexpensive, particularly when fit-out costs are low (i.e. equipment is easily moveable and temporarily

installed in fixed commercial unit or entire working unit is fransportable on tfemporarily placed bare land).

Business rate: a consistent comment made in many studies and research piece is the application of business
rate based on the space rather than the business and the impact that this has on operating costs for
businesses. Whilst a micro company, working in an individual workspace, may be exempt from paying
business rate (as the space is below the threshold), a co-working space operator, operating a large space
and sub-letting this large open space fo similar micro businesses (overall not using more space individually)
would be subject to business rate and would pass this cost onto their users. In this instance, the saving made
by opting for a co-working space over an individual unit (as generally cheaper to rent) could be offset by

the application of the business rate (whatis saved in rent in paid in fax)
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2.68.

2.69.

2.70.

It is fo be noted that existing space is offen more affordable than new space. Where availability of space is
limited, and prices are on the rise following this lack of availability of space (where demand exceed offer),
policies should aim at protecting existing space, where possible, against redevelopment and particularly

against redevelopment for a competitive use (i.e. conversion to residential under PDR).

Affordability for end users

As discussed above affordability in the current workspace market is complex and the setting of these
parameters of affordability, particularly discount rent levels, is complicated by the varying and complex way
in which different operators charge for space. For example many include a range of other costs/benefits
(such as service charges, rates, ICT, level of fit out and incentives) and may not charge per area of

floorspace but by desk or unit. What is/isn't included in the rent is not consistent between providers.

It also needs to be clear who is benefiting from the affordable rent, an end user business or a workspace
operator. If the latter the affordability benefit may be weakened to businesses as the operator will need to

cover their costs from the rent they charge occupiers.

Rationale for Intervention

2.71.

2.72.

2.73.

2.74.

This section describes the rationale for the provision of affordable workspace in a general context and the

context of the Greater London workspace market.

The rationale for intervention in the delivery of affordable workspace is ultimately linked to the local
authority’s objectives. A well-focussed policy approach allied to wider support from local planning

authorities can deliver significant local benefits.

Objectives to be achieved by the provision of affordable workspace will inform the delivery mechanism to
be considered, the typology of the space and the operating model that should be privileged by the local
authority.

The rationales for intervention is summarised in Figure 5.
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2.75.

2.76.

2.77.

Figure 5: Affordable Workspace Rationale
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Retain Businesses: many of the existing businesses provide important jobs for local people and form part of

wider supply chains. By securing the re-provision of appropriate and affordable space for them the Council

can maintain the stfrong economic and/or social rationale for their current location.

The question of affordability is particularly problematic for micro and small businesses. MSEs, which are
composed of 50 employees or less, made up 90% of all London Businesses (based on ONS data) and
account for 41% of employment. MSEs offer:

e sustainable development;

e more community links;

e a more natural fit for mixed-use development;

e animportant source of revenue for Local Authorities through the payment of business rates; and

e they enliven neighbourhoods

Businesses will be pushed out of an area by fast increasing rent or lack of suitable space. In the case of
Southwark, there are risks of seeing major industries being pushed out of regeneration areas such as the Old
Kent Road, Elephant & Castle or Canada Water. The impact of an increase in rent of industrial space will
have a particularly important impact on manufacturing businesses. Due to the lack of alternatives within the

borough those businesses are likely fo move to neighbouring local authorities.
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2.78.

2.79.

2.80.

2.81.

2.82.

2.83.

2.84.

2.85.

2.86.

2.87.

2.88.

2.89.

Retaining existing businesses which strengthen an area, such as Latin-American businesses which are
particularly concentrated in Elephant and Castle and contributed fo its economic dynamism, is particularly

important fo preserve the sense of community and vibrancy of an area.

Policies promofting the delivery of space and keep rent levels under an affordable level will have a positive

impact on business retention.

However, such measures taken along are not targeted measures (fowards a sector or a group) and may

benefit businesses which do not require additional support.

Encourage start-ups: SMEs tend to struggle more in finding suitable workspace, and therefore intervention

would support start-ups, early growth and smaller businesses. Affordable in the context of SMEs can be far

wider than the cost of rent and may include scale of space, levels of fit out, lease flexibility, etc.

Start-ups often are faced with a problem of cashflow and uncertainty over their future liquidity. Therefore,
any measure providing flexibility in regards to rent, size and terms of the lease and/or any measure aiming at

reducing the inifial fixed costs for those start-ups will encourage their development and growth.

Note that failure amongst start-ups is an inherent part of economic development and public policies should
be designed in a way fo avoid supporting businesses which are vowed to fail (unable fo turn into a

sustainable business activity without any public aid).

Whilst affordable workspace should be secured for the longest possible period; their access by start-ups
should be limited in fime (after which start-ups should have developed their activity sufficiently fo be

financial sustainable).

This period will be different from one area to another and from one sector of activity to another —

conventionally, it can take 2 to 3 years fo become profitable.

Target sectors: particular sectors may warrant greatfer support given their wider impact in ferms of
employment, supply chain or even place branding roles. The creative sectors including arfists and
craftspeople, some production sectors (e.g. Food and specialist fabricators) and early stage tech are often

priced out of changing locations, despite having strong links locally.

Target groups: intervention would fend to focus on small and start-up enterprises. A wealth of research
suggests SMEs tend to have an over-representation of BAME groups and therefore intervention can help

these communities succeed.

‘Good Growth': a broad range of targeted space types and rents can attract significant demand. They can
therefore support a range of local employment and create much greater levels of animation and street

activity at different times of day, making areas ‘feel safer’.

Offset space losses: permitted Development rights to convert commercial space to residential

disproportionately impacts low value (and typically more affordable) spaces, particularly in areas of high
residential value change. Because no planning permission is required, no intervention can be made,
therefore intervening in locations where planning does offer a lever can preserve and even enhance the

stock of appropriate space.
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2.90.

2.91.

2.92.

2.93.

Figure é: Total net B1a office floorspace lost to residential through PDR (sqm)
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* Data for the 2017/18 financial year are subject to corrections

** Data likely underestimate impact of PDR as there is no requirement to enter floorspace of less than 1,000 square meters
(sgm) on LDD

Create certainty of outcomes: other ‘case by case’ mechanisms of securing affordable workspace such as

through s.106 agreements are dependent on a buoyant development market, overall scheme cost
considerations and affordable workspace not being negotiated away in favour of higher political priorities
such as affordable housing or public realm. A clear, common, policy approach (whilst sfill subject to viability)

can overcome these issues and create a clear pipeline of space for businesses.

Manage speculation: by including an effective workspace policy, the planning policy helps to direct

developers to more suitable solutions and also manage overvaluation of land where generally this space

would not be provided by the market on its own due to relative values.

Fiscal: the provision of affordable workspace is a way to maintain fiscal returns for the council (collected
through business rate when businesses are retained) and generates additional financial resources (business

rafes collected on growing businesses and new start-ups).

Regeneration: Affordable workspaces also provide many regeneration benefits and encourage economic
growth. They activate unused spaces and bring activity back to high streefs or sites awaiting development
and contribute to the dynamism of an area and to the sense of community. Affordable workspaces are also
a tool to promote collaboration and innovation between members of the local community and businesses
or between businesses themselves. Affordable workspaces are locatfions where new ideas can are
developed (i.e. workshops, labs, kitchens, etc.) and fested on the public (through a direct connection

between those spaces and the local communities).
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3.

3.2.

3.3.

3.4.

3.5.

3.6.

Property Market Baseline Analysis

This section focuses exclusively on Micro and Small Enterprises (MSEs), composed of 1 to 50 employees, as
the main target of affordable workspace. The importance of focussing on MSEs (as opposed to medium size

businesses or large businesses) comes from several observations:

e Delivering affordable workspace for businesses of more than 50 employees would require important
financial contribution (with the need to provide a minimum of 5,000 sgft of office space or 15,000 sgft of
industrial space to accommodate such businesses). These would damage the viability of developments,
making most of them undeliverable without a substantial public intervention (financial subsidy). The

delivery of affordable workspace for medium and large businesses is therefore highly unrealistic.

e Larger businesses are usually well-established businesses and therefore should not require public subsidies
to maintain or expand their activities. Large businesses facing difficulties are more likely to be faced with
structural issues and would require long term support. On the other hand, MSEs are more likely to face
temporary obstacles when setting up their activities (i.e. barriers to entry) or when planning on
expanding their activities (with the move from self-employment to a company with employees often
being a major step change for businesses). Temporary support is likely to have a far greater long ferm

positive impact on the economic growth of Southwark.
e  MSEsrepresent the largest proportion of all businesses in the borough (96.2% in 2018).
Where possible, figures will be compared to similar figures for Inner London and Greater London.
The baseline market analysis aims fo position the property market in Southwark and its sub-areas within the

wider context of Inner and Greater London to determine factors that could drive an issue of affordability in

the borough (i.e. high rent, lack of vacancy in appropriate area and of appropriate space typology...).

As the target businesses are MSEs, we focuses this analysis of the context on the property market on
properties of smaller sizes: up to 5,000 sgqm for office space and up to 25,000 sqm for industrial and light

industrial space.

Data are sourced from CoStar, which reference all commercial properties and deals reported by all the
major commercial real estate companies in the UK. The data may not be totally accurate and will omit
properties and deals which are being managed by independent agents. This would particularly be the case
for smaller properties and therefore some quantum should not be fully relied on (such as total existing
floorspace), although some data may provide a good proxy to actual value (such as average rent or

average vacancy).
This analysis of the property market, at the local level, focuses on five sub-areas:

e Southbank
e Elephant and Castle
e Canada Water

e Camberwell
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e Peckham

3.7. The five sub-areas are compared to their wider area (LB Southwark and Greater London) to provide a beftter

understanding of the potential issue of affordability.

3.8. Figure 7 provides a map of boundaries of sub-areas forming part of this property market analysis. Each sub-
area will be compared between themselves and against the Borough average as well as the Inner London

average figures.

Figure 7: Sub-areas of analysis, LB Southwark
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3.9. Figure 8 shows the dominant character of each sub-area (for MSEs' space). Whilst Elephant & Castle,

Canada Water, Camberwell and Peckham have a profile relatively aligned with the borough-wide profile,
which is predominantly industrial (72% of all existing floorspace for MSEs in the borough is for industrial and
light industrial use, 28% for office use), the Southbank is predominantly focused on the provision of office

space.
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Figure 8: Office vs. Industrial space, LB Southwark and Sub-areas
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3.10. Note that it is not surprising to observe a large proportion of industrial space compared to office space.
However, this comparison of space quantum does not directly franslate intfo job numbers (as industrial jobs

will generally require more floorspace than office based jobs).

3.11. A very high level estimate of jobs repartition in MSEs between office and industrial space (based on the
assumption of 12 sgm per office job and 45 sgm per industrial job) portrays a different picture, with a

predominance of office jobs across all sub-areas at the exceptions of Elephant & Castle and Camberwell.

Figure 9: Office vs. Industrial jobs estimate, LB Southwark and Sub-areas
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Source: Avison Young estimate, based on Costar (existing floorspace, July 2019) and employment density guidance
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Office

3.12.

3.13.

3.14.

3.15.

3.16.

3.17.

3.18.

3.19.

The London Borough of Southwark provides c¢.4.8% of all office space (of up to 5,000 sgft) available in
Greater Londoné. Interestingly, the borough is home to only 3.2% of all MSEs in Greater London, suggesting
that either MSEs in Southwark tend to be on the upper side of the bracket (compared to the London
average MSE size) or have a lower density of employment than the London average. This will be explored

further in the demand analysis (see section 5.174).

The Southbank sub-area, the main business area in the borough, is the principal location for office space for

MSEs, with nearly 50% of all space available in the borough.

The Southbank is also the most expensive in borough and drives its average rent up. In July 2019, the

average rent in the Southbank was £45.88 per sgft per annum, well above the London average of £40.53.

Office rent values vary widely across the borough, with average values as low as £17.11 per sgft per annum
in Elephant and Castle. This is well below both the London average (£40.53) and the borough average
(£41.81).

This tend fo demonstrate that rent values are not necessarily the main reason of unaffordability in some parts

of the borough, whilst it is clearly (one of) the main issues for the Southbank.

All sub-areas suffer of a lack of vacancy, particularly Elephant and Castle, Canada Water, Camberwell and
Peckham which combined low provision of floorspace and no vacancy at all. The lack of available space,
of the correct typology and providing adequate specifications, in sought after areas is another element that

could explain the problem of affordability (access to space) for MSEs in Southwark.

Table 7: Office Space (up to 5,000 sqft), Overview, LB Southwark

Southbank Elephant | Canada LB Greater
& Castle Water Southwark London

Inventory Bldgs 244 30 13 50 48 533 11,592

Camberwell Peckham

Inventory SF 574,433 56,399 29,023 122,170 89,382 1,186,591 | 24,875,894

Vacancy % 3.30% 0.00% 0.00% 0.00% 0.00% 1.90% 1.60%

Rent Overall £45.86 £17.11 N/A £25.16 £19.86 £41.82 £40.53

Source: Costar, July 2019

Figure 10 provides a comparison of rent and vacancy levels for office space in the different sub-areas and
borough-wide against the averages observed for Greater London (represented by the axis). This figure
provides an initial analysis of potential basic factors that could lead to an issue of affordability in a sub-area

(i.e. either high rent or lack of suitable space).

Elephant & Castle, Camberwell, Peckham and Canada Water are all located in the yellow zone. Rent level
for office space is in average (well) below the Greater London average and rent alone should not be
considered as an element of un-affordability. The vacancy rate, of 0% is probably the main factor which

constraints economic growth and the development of MSEs in these sub-areas.

6 This only looks at spaces of 25,000 sqft or less (and not all industrial floorspace)
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3.20.

3.21.

3.22.

3.23.

3.24.

The provision of addifional office space, specified in line with the businesses’ needs, is vital for these sub-
areas. Additionally, due to the low level of rent (which might however be explained by a low quality of the
existing stock), discounted rent should be carefully considered in conjunction with the commercial viability of
those spaces. Discounted rent might prevent the delivery of additional space due to viability concerns —

unless rent levels achieved for those spaces are higher (due fo higher quality of the stock).

Considering meanwhile use of existing, unused, council’s assets or encouraging a greater flexibility of the use
of existing stock could be considered fo increase the floorspace or the efficiency of the use of the existing

space (higher employment density).

The Southbank inversely is characterised by high rent level and comparatively high level of vacancy
(although the Greater London vacancy rate is judged below the optimal level — vacancy is needed for

businesses to move around premises and access space that is adapted to their evolving needs).

Comparatively high level of vacancy could be explained by either the high level of rent (being
unaffordable) or by the unsuitability of this stock (does not respond to the needs of businesses, therefore
remains vacant). Discounted rent could be considered for the Southbank, together with allowing for a

greater flexibility of use.

Figure 10: Office Space, rent (£/sqft/year) vs. vacancy (%) comparison (against Greater London)
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Source: Avison Young, Costar, July 2019
Geographical distribution of existing office floorspace (up to 5,000 sqft)
The Southbank is a major provider of office space for MSEs, accounting for nearly 50% of all existing office

space in the borough. The other four sub-areas provide circa 25% of the space, with the remaining 25% of

the space distributed across the rest of the borough.

Date: December 2019 Page: 30



Client: London Borough of Southwark Report Title: Southwark Council Affordable Workspace Support

Figure 11: Office Space Distribution within LB Southwark
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Source: Avison Young, Costar, July 2019

Floorspace change

Table 8: Office Space Floorspace Change (2010-2019)

% Change Sgft Change Total Sgft 2018

LB Southwark 4.1% 46,717 1,186,591

Southbank 1.8% 10,309 574,433

Elephant & Castle 11.5% 5,836 56,399

Canada Water 0.0% 0 29,023

Camberwell -2.0% -2,509 122,170

Peckham 4.3% 3,673 89,382

Rest of LB Southwark 10.3% 29,408 315,184

Source: Costar, July 2019

3.25.  The Southbank sub-area delivered an additional 10,309 sgft of office space (up to 5,000 sgft), the greatest
contribution tfowards the 46,717 sqgft of space delivered across the Borough. Deliveries of new floorspace
were made in 2012, 2013 and 2018.

3.26. Camberwell is the only sub-area which has lost office floorspace between 2010 and 2018, with space that

could have been lost fo PDR considering the prime residential character of the area.
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Great Suffolk Street (1,893 sgft), 2012 Weston Street (3,716 sgft), 2013
Rent achieved: unknown Rent achieved: £35.52/sgft/annum (effective)
Tenant industry: Real Estate (2 fenants) Tenant industry: Engineering Consulting

Weston Street (4,700 sgft), 2018
Rent achieved: unknown

Tenant industry: Artistic Creations

Source: Costar, July 2019
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3.1 Elephant & Castle has seen a rapid increase of office floorspace, delivered in 2012 and 2016.
Penton Place (4,071 sgft), 2012 Randall Court (1,765 sqft), 2016
Rent achieved: £13.56/sgft/annum Rent achieved: unknown
Tenant industry: unknown Tenant industry: Retailers/Wholesalers

T R

Source: Costar, July 2019

3.2 New developments built in Peckham since 2010 are more recent and date from 2016 and 2017 and mainly

formed of smaller units in comparison to units delivered in the Southbank area and Elephant & Castle.

Bull Yard (596 sgft), 2016 Maxted Road (rear) (322 sqft), 2017
Rent achieved: unknown Rent achieved: unknown (est.: £27/£32)
Tenant industry: unknown Tenant industry: unknown
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Rye Lane (2,755 sgft), 2017
Rent achieved: £30.85/sgft/annum (asking)

Tenant industry: unknown

:
:
!l
'
:

Source: Costar, July 2019

3.3 There is only one new development in Camberwell since 2010 which provides office space (790 sqft).

However, there is limited information on the lease terms of this space.

1 Harbour Rd (790 sgft), 2011
Rent achieved: unknown

Tenant industry: unknown

Source: Costar, July 2019

Rent change

3.30. The cost of office space has rapidly increased in LB Southwark, driven by rapid growth of the Southbank's

office space rent value, which follows the Greater London trend.

3.31. Rent remains "affordable” in all sub-areas of Southwark, in comparison fo the Greater London average, at

the exception of the Southbank (which is about 12% more expensive than the Greater London average).
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3.32.

3.33.

3.34.

3.35.

3.36.

3.37.

However, high annual rent increase, regardless of ifs baseline level, can be challenging for businesses,
particularly the less established/newest businesses which do not necessarily have the adequate cashflow or

reserve to sustain higher office space costs.

Rent for office space has more than doubled on the Southbank between 2010 and 2019, but the increase is
even more dramatic in Peckham, where the cost of office space was five times greater in 2017 than in 2010,

with a particularly important price growth between 2011 and 2013.

Figure 12: Office Rent (£/sqft/annum), 2010-2019

£50.00

£45.00

£40.00

£35.00

£30.00

£25.00

£20.00

£15.00

£10.00

£5.00

£0.00 T T 1
2010 2011 2012 2013 2014 2015 2016 2017 2018 YTD

——LB Southwark Southbank Canada Water Camberwell Peckham Greater London

Elephant & Castle

Source: Avison Young, Costar, July 2019

Vacancy change

At the exception of a few spikes, coinciding with the delivery of new space (delay in being leased out),
vacancy rate of office space has remained consistently low and below 3% in the borough, across all sub-

areas.

The Southbank is the only sub-area with space availability at the fime of research (July 2019), with less than

19,000 sgft of space. A further 3,500 sqgft is available across the borough outside the four sub-areas.

The low amount of space available would limit the possibilities for businesses to move around (within the
borough) to align their space with their evolving needs or for new businesses to settle in the borough (i.e.

relocating from a different area or new start-ups).

The current amount of floorspace available for MSEs in the borough (22,500 sgft) would provide space for
200 office based jobs”.

7 Rough estimate based on employment density guidance

Date: December 2019 Page: 35



Client: London Borough of Southwark Report Title: Southwark Council Affordable Workspace Support

Figure 13: Office Vacancy Rate (%), 2010-2019, LB Southwark
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Take-up

3.38. Net absorption of office floorspace is limited, probably due to the lack of availability of space, and
accounted for 2.1% of the total existing floorspace across the borough in 2010 (or 24,800 sgff) the best

performance since 2010.

3.39. A few years have been marked with a negative net absorption of floorspace, mainly following delivery of
new space, but is relatively marginal (-0.8% or -9,500 sqft this year to date being the worst performance since
2010).

3.40. Absorption of space is mainly concentrated in the Southbank area and across the rest of the borough. Other
sub-areas have very flat level of net absorption (close fo 0), possibly due o the lack of available space and

new space delivery into these areas.
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3.41.

3.42.

3.43.

Figure 14: Office Floorspace, Net Absorption (sqgft), 2010-2019, LB Southwark
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Quality
The average office space in LB Southwark dates from 1930, with an average quality score of 2.6 (out of 5).

Whilst the quality is comparable across all sub-areas (Camberwell: 2.2; Canada Water: 2.4; Peckham: 2.5;
Elephant & Castle: 2.6; Southbank: 2.7), the average age of office space in these sub-areas varies, with

Canada Water providing the most modern spaces and the Southbank the oldest (in average).

Table 9: Office Space, Quality and Age, LB Southwark

Average Age (year

’ Average Quality Score completed)

LB Southwark

Southbank

Source: Avison Young, Costar, July 2019

Whilst older space, of lesser quality, is often the most affordable type of space (and therefore retaining those
spaces may help with the provision of affordable workspace), they can sometimes no longer correspond o

the needs of businesses.
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Industrial

3.44.  The London Borough of Southwark provides c.4.7% of all industrial (and light industrial) space (of up fo 25,000
sqgft) available in Greater Londons. This is similar to the contribution towards office space.

3.45. Unlike the office property market, the industrial property market is spread more evenly across the borough,
with the largest contribution coming from Camberwell with circa 17% of the total space in the borough. The
Southbank remain a large contributor, with 13% of all space. Elephant and Caste and Peckham provide
respectively 8% and 7% of the total floorspace in the borough.

3.46. The five sub-areas provide together c.48% of the total industrial floorspace (of up to 25,000 sgff) in the
borough.

3.47. The average rent per sqgft per annum is comparable between LB Southwark and Greater London, af just
under £15.50. However, rent varies widely and is above the borough average in three of the four sub-areas
(with the average rent reach an exireme of £35.58 in the Southbank sub-area). Peckham is the only sub-area
where rent is below the London and borough average.

3.48.  Similarly to office space, vacancy of industrial space in the sub-areas is extremely low and below the
borough average. This could suggest that they are particularly sought after areas (either due to location or
fo quality of the stock or value for money of the stock).

Table 10: Industrial Space (up to 25,000sqft), Overview, LB Southwark
Elephant Canada LB Greater
S LTS & Castle Water SemeEiiEl | Fee e Southwark London
e
Inventory Bldgs 55 426 8.141
|
Inventory SF 392,058 253,336 54,790 509,210 218,348 3,001,930 | 63,354,130
i
0.30% 0.00% 0.00% 4.50% 0.70% 2.10% 1.80%
|
Rent Overall £35.58 £25.00 £20.03 £18.22 £10.77 £15.49 £15.38
Source: Costar, July 2019

3.49. Figure 15 provides a comparison of rent and vacancy levels for industrial space in the different sub-areas
and borough-wide against the averages observed for Greater London (represented by the axis)

3.50.  The graph shows that with a relatively high level of vacancy at the borough-wide level (although this level of
vacancy is probably below an optfimal level), and extremely low level of vacancy in all sub-areas at the
exception of Camberwell.

3.51.  This high level of vacancy in Camberwell, which provides a large amount of floorspace, could indicate that

either the stock in not fit for purpose or located in undesirable areas (when stock is fully leased on other

areas despite higher rent).

8 This only looks at spaces of 25,000 sgft or less (and not all industrial floorspace)
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3.52.

3.53.

3.54.

3.55.

Together with high rent values in most sub-areas (at the exception of Peckham which shows rent values
below the borough and London average), this could indicate that the sub-areas are considered as prime

location for MSEs operating in the industrial sector.

The Southbank, Elephant & Castle and Canada Water are all characterised by a lack of vacant space and
high rent prices. Policies put in place should aim at encouraging new developments into these areas rather
than purely focusing on discounted rent (discounted rent alone will do nothing to deliver the additional

space that might be needed).

Peckham is mainly characterised by a lack of vacant space, and therefore, discounted rent might not be

required in this sub-area (unless higher quality of the new build pushes rent up).

Figure 15: Industrial Space, rent (£/sqgft/year) vs. vacancy (%) comparison (against Greater London)

£40.00

£35.00

£30000

£25.00 W

£2000 A

£15.00 o

£10.00

£5.00

£0.00
0.00% 0.50% 1.00% 1.50% 2.00% 2.50% 3.00% 3.50% 4.00% 4.50% 5.00%

#5Southbank B Elephant & Castle Canada Water < Cambenwvell I LB Southwark

Source: Avison Young, Costar, July 2019
Geographical distribution of existing industrial floorspace (up to 25,000 sqft)

Unlike office space, the distribution of industrial space isn’t highly concentrated in one area. The maijority of
the space (of up to 25,000 sqgft), about 53%, is located in the rest of the borough. The remaining space is
distributed between Camberwell (16%), the Southbank (13%), Elephant & Castle (8%), Peckham (7%) and
Canada Water (2%).

Figure 16: Industrial Space Distribution within LB Southwark
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Floorspace change

3.56.  There has been no increase (or decrease) of industrial floorspace in the Borough since 2010. In comparison,
an additional 2.1% of industrial floorspace has been created since 2010 in Greater London (this represents
1.3m sqft).

Rent change

3.57.  The rent level for industrial space in LB Southwark follows the Greater London frend and has increased by
circa 50% between 2010 and 2019.

3.58. Whilst all areas started with a comparable rent level (£10/sgft/annum) in 2010, at the exception of Elephant
& Castle which offered space at much lower rates, rent levels in both the Southbank and Elephant and
Castle has increased dramatically between 2010 and 2019 to far exceed the average rent in Greater

London and the average borough-wide.
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Figure 17: Industrial Rent (£/sgft/annum), 2010-2019, LB Southwark
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Vacancy change

3.59. Vacancy rates of industrial space has dropped everywhere across the borough between 2010 and 2013-
2015 to exiremely low levels.

3.60. Vacancy rates remained low in all sub-areas after 2015, with the exception of Camberwell where the
vacancy rates reached 4.5% at the time of this study.

3.61.  There is currently 63,000 sqft of industrial floorspace vacant in the borough, with more than a third located in

the Camberwell sub-area (22,900 sqgft). This space could accommodate circa 130 additional jobs in the

borough?.

? Rough estimate based on employment density guidance
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Figure 18: Industrial Vacancy Rate (%), 2010-2019, LB Southwark
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Take-up

3.62. Most of the activity on the industrial property market takes place in the rest of the borough, with very little
activity in the sub-areas. This observation, associated with the low vacancy in most sub-areas, could indicate
that businesses are unable to move to new premises, if needed, and therefore take the decision to stay

where they are.

Figure 19: Industrial Floorspace, Net Absorption (sqft), 2010-2019, LB Southwark
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Quality

3.63.  The average industrial space in LB Southwark dates from 1950, with an average quality score of 2.2 (out of 5).
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3.64.  Industrial space in Peckham, Canada Water and Southbank is relafively dated (older than the borough
average) and of relatively poor quality (score around 2). Industrial space in Canada is more modern and of

befter quality (however, this is based on a limited number of observations).

Table 11: Industrial Space, Quality and Age, LB Southwark

Average Age (year

Average Quality Score completed)

LB Southwark . 1953

NelUliglelels] . 1940

Elephant & Castle . 1924

Canada Water . 1985

Camberwell . 1958

Peckham . 1944

Source: Avison Young, Costar, July 2019
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4.

Economic Baseline Analysis — LB Southwark

LB Southwark Overview

5.1.

5.2.

5.3.

5.4.

3.5.

Number of MSEs and historical growth

Southwark has seen the growth of the number of businesses (local units) based in the borough growing at a

significantly high rate over the past 8 years.

Southwark counts 38% more businesses in 2018 than it did in 2010. This increase is well under the increase

observed in Inner London (43%) and Greater London (45%).

In terms of MSEs, the growth is marginally greater, with an increase of 39% of MSEs between 2010 and 2018.

Again, this number is below the Inner London average ((44%) and Greater London average (46%).

The difference of growth between all business sizes and MSEs is relatively small (difference of 0.04% annually)

in Southwark, compared fo Inner London (0.08% annually) and Greater London (0.09% annually) which may

highlight some difficulty for MSEs to settle, remain or grow within the borough of Southwark.

Table 12: Local Business Units (Total), LB Southwark

% All Businesses (2018)

Southwark Inner London Greater London
All MSEs All MSEs
. . 199,535 | 192,185 | 392,535 | 379,595
200,340 | 192,865 | 394,060 | 380,985
211,410 | 203,745 | 419,735 | 406,455
219,135 | 211,340 | 432,100 | 418,580
233,650 | 225,710 | 461,025 | 447,275
254,850 | 246,630 | 505,140 | 490,985
270,320 | 261,860 | 537,145 | 522,695
283,690 | 275,050 | 566,710 | 552,090
285,335 | 276,430 | 568,200 | 553,200
100% 96.9% 100% 97.4%
4.57% 4.65% 4.73% 4.82%
43.0% 43.8% 44.8% 45.7%

Change 2010-2018

Source: NOMIS, Business Count

In 2018, MSEs represented 96.2% of all businesses in Southwark. This is slightly less than in Inner London, with

96.9% of all businesses being an MSE, or Greater London, with 97.4%.
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5.5.

5.6.

3.8.

The difference is even more noticeable when looking af micro businesses alone (1 to 9 employees). Micro
enterprises represented 82.9% of all businesses in Southwark in 2018. They represented 84.7% in Inner London

and 87.1% in Greater London.

The smallest proporfion of MSEs and more importantly of micro businesses in Southwark likely reflects the
cenfral character of the borough (or at least the northern side of the borough) as a prime business area,

attracting medium and large businesses to the defriment of MSEs.

Table 13: Local Business Units (change from previous year), LB Southwark

MSEs { Medium & Large
560 5
340 0
2013 -330 10
2014 875 40
2015 1,495 5
2016 1,020 40
2017 1,325 5
2018 -365 45

Source: NOMIS, Business Count

The following figure clearly shows that both micro and small enterprises grew at a lower rate in Southwark
compared to Inner London between 2010 and 2018. Both the number of medium and large size businesses
(50 or more employees) grew at a faster rate in the borough of Southwark than in Inner London over the

same period.

Figure 20: Businesses Growth (index) by company size
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5.7.

5.8.

5.9.

5.10.

5.12.

MSEs at the local level

Whilst Southwark has a large proportion of MSEs (26.2%). this proportion varies widely from one local area to
another. The repartition between micro and small companies also differs hugely from one location to

another.

Looking at MSOAs’ data, we can start forming a picture of the dynamics in Southwark, with generally the
lowest concentration of MSEs in locations such as the Southbank (from Blackfriars Bridge to Tower Bridge),
Borough and Elephant and Castle. These locations have a concentration of 80% or less of micro businesses

(compared to 83% in average across the whole borough and up o 96.3% in some parts of the borough).

This area (composed of 5 MSOAs out of a total of 33 MSOAs in Southwark and identified in Figure 21) is host

to 43% of all businesses in the borough.

Figure 21: Southbank / Borough / Elephant & Castle

Source: Avison Young, NOMIS

The southern half of the borough, south of Peckham Road, is characterised by a high concentration of micro
businesses (above 90% in all but one MSOA) and MSEs in general (between 99% and 100%).

Birth and survival rates

Birth and survival rates presented are for all businesses (all sizes) as no data is available for micro and small

businesses alone.

Southwark presents both a good rate of birth and a good survival rate compared to the Inner and Greater

London averages. With figures from the previous figures in mind, it is likely that the good performance of
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Southwark is driven in part by the good performance of medium and large companies, particularly the good
performance in survival rate (as subsidies/branches of large corporations will be more resilient to the

economic environment than small independent start-ups).

Figure 22: Birth and Survival Rates, LB Southwark

300 100.0%

- 80.0%

- 60.0%

Business Births (Indexed)
8
2
Survival Rate (%)

- 40.0%

- 30.0%

- 200%

- 100%

0.0%

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

mm— Southwark (Birth indexed) s Inner London (Birth indexed) e Greater London (Birth indexed)
===-southwark (3yearsurvival) e Southwark (5 year survival)
------- Inner London (5 year survival)

Source: GLA Datastore

Southwark (1 year survival)
Inner London (1 year survival) ~ — Inner London (3 year survival)
Greater London (1 year survival) = = Greater London (3 year survival) e Greater London (5 year survival)

Economic Activity

5.13.  An analysis of location quotients highlights the importance (concenfration) of particular industries in

Southwark. Detailed data is provided in Appendices.

5.14.  This initial analysis, on business counts, shows high concentration of MSEs in Southwark active in specific
industries, compared to the average concentration of similar MSEs in the same industries in Inner London.

These industries can be regrouped as follows:

¢ Manufacture (including Manufacture of wood, of basic pharmaceutical products, of rubber and plastic
products, of other non-metallic mineral products, of fabricated metal products, of electrical equipment,

of other transport equipment);

e Advanced construction and engineering (including Civil engineering, Specialised construction activities,
Architectural and engineering activities; technical testing and analysis, Services fo buildings and
landscape activities);

e Media and publishing (including Printing and reproduction of recorded media, Publishing activities,
Advertising and market research);
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5.15.

5.16.

5.17.

5.18.

e Retail, F&B and entertainment (including Manufacture of food products, Manufacture of beverages,
Food and beverage service activities, Retail frade, except of motor vehicles and motorcycles, Creative,

arts and entertainment activities, Gambling and betting activities);

e Professional services (including Computer programming, consultancy and related actfivities, Activities of

head offices; management consultancy activities, Other professional, scientific and technical activities)

Whilst the number of MSEs in Southwark grew by 39% between 2010 and 2018, the growth varied widely from
one industry fo the other. Table 14 summarises the growth by industries of importance (high concentration)

highlighted above.

Overall, all industries at the exception of “Printing and reproduction of recorded media” and “Gambling and

betting activities” have seen a growth in terms of number of MSEs in the borough.

All four categories of activities (combined industries) grew in terms of number of MSEs at a rate superior to
the total borough average (39%), at the exception of the retail, F&B and entertainment category (25%),

which demonstrates the strength of industries of importance in the London Borough of Southwark.

The slower growth in activities in retail, F&B and entertainment is not surprising given the current economic
context and the growth in MSEs in retail has actually been greater than in Inner London or Greater London
(28% against 24% and 21% respectively); growth in the number of MSEs in creative and arts activities is also
greater than in Inner and Greater London (17% against 9% and 6% respectively) and the growth in the
number of MSEs in the F&B activities is comparable to growth figures for the industry across Inner and Greater
London (25% against 24% and 27%). This demonstrates a certain strength and resilience of the sector in the

London Borough of Southwark.
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Table 14: MSEs growth (2010-2018), LB Southwark

MSEs Count

# MSOAs
with LQ>1 % change
2010 2018 2010-2018
16 : Manufacture of wood and of products of wood 0 10 15 50%
and cork, except furniture

21 : Manufacture of basic pharmaceutical products 0
and pharmaceutical preparations

22 : Manufacture of rubber and plastic products 1 5 10 100%

23 : Manufacture of other non-metallic mineral
25 : Manufacture of fabricated metal products,

. . 3 55 55 0%
except machinery and equipment
27 : Manufacture of electrical equipment 1 5 15 200%
30 : Manufacture of other fransport equipment 0 0 10 0%

SUB-TOTAL 85 120 4%
42 : Civil engineering 16 40 115 188%

43 : Specialised construction activities 24 305 425 39%

5 5 0%

Advanced
Construction and
Engineering

71 : Architectural and engineering activities;
technical testing and analysis

Aele Bl : Advertising and market research 18 240 420 75%

Retail, _F&B and 47 : Retail trade, except of motor vehicles and 18 1,070 1365 8%
Entertainment motorcycles

: Creative, arts and entertainment activities 16 530 620 17%

92 : Gambling and betting activities 9 90 75 -17%
SUB-TOTAL 2,620 3.275 25%

23 435 635 46%

62 : Computer programming, consultancy and

related activities 26 875 1.710 5%
70 : Activities of head offices; management
Media and consultancy activities 15 1.080 1,845 1%
Publishing
74 : Other professional, scientific and technical 23 625 995 48%

activities

SUB-TOTAL 2,580 4,480 74%
LB SOUTHWARK TOTAL (all industries) 12,685 17,605 39%

Source: Avison Young, NOMIS (Business Count)
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5.20.

Additionally, Table 14 indicates the number of MSOAs in Southwark that have scored an LQ above 1
(compared to Inner London) by industry out of a total number of 33 MSOAs. This shows that the high
concenfration of most of the industries of importance is widespread across the borough, at the excepftion of

all the manufacture activities, which is highly concentrated in a small number of MSOAs

Figure 23 shows those locations of concenfration of the manufacturing industries, with the highest
concenfration in the north of the borough, likely driven by the provision of space in the rail arches (London
Bridge to South Bermondsey) and small industrial estates along these arches (i.e. Old Jamaica Business

Estate, Tower Workshops, the Biscuit Factory).

Figure 23: MSOAs of high concentration for manufacturing indusiries (2018)

Source: Avison Young, NOMIS (Business Count)

~

Sub-Areas Character Baseline Analysis

5.21.

5.22.

5.23.

Overview

This section aims at understanding the baseline character of each sub-area and the dynamic they form

within Southwark and London.

By looking at the number of MSEs in each sub-area, their evolution over time, and their concentration in this
particular area, we will be able to understand:

o What the “specialisations” of each sub-area are (LQ analysis)

e  Which sectors are of significant size and therefore an important source employment in the sub-area

o Which sectors of acfivity have contracted over the recent years (and may be faced with a challenging

environment)

Table 15 shows that the Southbank concentrates a lot of all MSEs in the borough (circa 35% of all MSEs are

located in this sub-area), with Peckham being the second in number of MSEs (circa 13%). These two sub-
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5.25.

5.26.

5.27.

areas are also amongst the sub-areas which experienced the fastest growth in number of MSEs between

2016 and 2018 (data prior 2016 is not available at this geographical level).

Elephant & Castle has been the sub-areas with the highest growth in the number of MSEs in Southwark, with

a growth of 8.8%, well above the borough average (5.8%).

The borough performance in terms of MSEs growth is comparable to the Inner and Greater London average,
with Southbank and Elephant and Castle (the most “inner” sub-areas in Southwark) performed slightly befter

than the Inner London average.

Table 15: MSEs Overview, LB Southwark

Change # MSEs
2016-2018 (%)

# MSEs 2016 # MSEs 2018

NelUliglelelgl 93.2% 5,670 6,135 8.2%

96.8% 1,065 1,070 0.5%
96.3% 16,670 17,630 5.8%
96.9% 261,860 276,430 5.6%

Source: Avison Young, NOMIS (Business Count)

Overall, Southwark is characterised by a local economy overwhelmingly furned towards the service industry.

More than 60% of all MSEs located in the borough are active across four industrial sections:

Professional, scientific and technical activities (25%): mainly represented by activities of head offices;

management consultancy activities

Information and communication (15%): mainly represented by computer programming, consultancy

and related activities

Wholesale and retail frade; repair of motor vehicles and motorcycles (11%): mainly represented by retail

frade activities, except of motor vehicles and motorcycles

Administrative and support service activities (10%): mainly represented by office administratfive, office

support and other business support activities

This repartition of MSEs between industrial sections closely aligns with the Inner London reparfition, with a few
minor differences (importance of finance and real estate is less important in Southwark but compensated by

a higher proportion of MSEs in information and communication).

Date: December 2019 Page: 51



Client: London Borough of Southwark Report Title: Southwark Council Affordable Workspace Support

Figure 24: LB Southwark, Repartition of MSEs by Industrial Sections (2018)
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Southbank

5.28. Due to data constraint, the analysis of the Southbank sub-area covers a different (and less accurate) area
from the one assumed for the property market. Therefore, direct parallels between these two sections of the

report should be made carefully.

5.29.  Figure 25 shows the boundaries of the Southbank sub-area. In black are the MSOAs used as part of the
economic analysis and in red highlight is the sub-area boundaries, used as part of the property market

analysis.
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5.30.

5.31.

5.32.

5.33.

Figure 25: Southbank Study Area Boundaries
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Source: Avison Young

The character of Southbank, in term of type of activities, differs from the Borough average, with a high
concenfration of financial and real estate activities to the detriment of manufacturing, consfruction,
wholesale and retail and art, entertainment and recreation. The high concentration of office based activities

is not unsurprising given the central nature of the area.
Table 16 presents a summary analysis of the Southbank sub-area by industrial section.

This table provides LQs of industrial sections in the Southbank compared to LB Southwark, Inner London and

Greater London. This highlights industries of particular concentration (clustering) in the Southbank area.

This table also provides an analysis of the number of MSEs by industrial section in 2016, 2018 and the change
between these two years. This highlights industries of particular importance at the local level (important
source of employment) as well as industries facing difficulties (where growth in term of number of MSEs in
below the borough average). There is a caveat to this analysis a reduction of the number of MSEs could be
explained by businesses growing and moving from a MSE classification to a medium-size company. An
analysis of employment within MSEs would be more appropriate but lack of detailed data does not allow us

to carry this analysis.
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5.39.

5.40.

Table 16: Sub-area Analysis, Southbank

20162018 # | 201562018
MSEs # MSEs
Change (%) | Change

LQ LQInner |LQ Greater| # MSEs
Southwark | London London (2018)

Southbank

Manufacturing 0.42 Q.73 0.64 100 -% -10
Construction 0.81 0.78 0.45 265 0% 0
Wholesale and retail trade: repair of motor v ehicles and motorcycles 0.72 a.71 0.61 495 67 30
Transportation and storage 0.85 Q25 0.55 85 0% 0
Accommodation and foed service activities 1.04 1.7 128 435 12% 45
Information and communication a%a 1.08 1.11 845 1% 85
Fnancial and insurance activities 1.83 1.15 1.63 300 437 ?0
Real estate activities 1.42 d.88 1.01 290 7% 20
Professional, scientific and technical activities 1.08 1.08 1.25 - % 25
Administrative and support service activities 1.22 1.09 1.1% 735 18% 110
Ats, entertainment and recreation 0.73 Q.62 1.03 220 19% 35
Other service activities 0.95 1.11 1.05 220 -4% -10

Source: Avison Young

LQ Analysis

The LQ analysis presented shows quotients close to 1 (meaning the concentration of MSEs within the
industrial section in the Southbank is comparable to the concentration in the same industrial section in

Southwark/inner London/Greater London).

LQs show that the Southbank has a high concentration of financial and insurance activities at all levels of LQ

analysis as well as administrative and support services activities

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Industries of Local Importance

There are three particularly important industrial sections for the local economy of the sub-area which are
Professional, scienfific and technical activities; Information and communication and Administrative and
support service activities. Together these three industrial sections represent 3,230 MSEs in the sub-area (circa
53% of all MSEs in this sub-area).

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Growth Analysis

The total number of MSEs in the Southbank sub-area increased by 8.2% between 2016 and 2018. This is more

than the borough-wide average of 5.8%.

Looking exclusively to industries which could be associated with workspace (i.e. excluding health services,
education, public administration and other industries which require specific purpose-built spaces), the
growth in number of MSEs is even in the sub-area and reached 8.4%, the second fastest growth (after

Peckham).
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5.43.

5.44.

5.45.

5.46.

5.47.

5.48.

Many industrial sections have seen a decrease or a slow growth (below borough average) of their number
of MSEs in the Southbank between 2016 and 2018. This is particularly important has those businesses could be
the ones facing challenging times and being priced out of the area due to the cost of space or the lack of

availability of suitable space.

The industrial sections showing the lowest growth rates (including negative rates) include manufacturing,
construction, transport and storage, professional, scientific and technical activities, and other service

activities.

High productivity industries faced with low growth may be facing an issue of space availability that fits their
requirements; whilst low productivity industries facing with low growth may struggle with general financial

affordability of the space in the area.

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Conclusion

The following figure provides a summary of key industrial sectors and detailed industries (SIC 2 digit) for the

Southbank, where industries circled in red have been identified as challenged industries.

Southwark Council may consider that infervention for the delivery of affordable workspace is required to
support the growth of those (or some of those) industries, particularly the struggling industries which are also
highly concentrated in the area (forming a cluster) and are a large source of employment within the sub-

areaq.

It is fo be noted that some industries will decrease in term of the number of MSEs present in the sub-area due
to factors other than affordability of the workspace. It is not unreasonable to believe that some businesses
will grow their activity and therefore be reclassified as medium-sized company, whilst the number of new
entrants will not totally outweigh this shift. Some business may also decide to relocate their activity elsewhere
for strategic reasons independent of the question of affordability (i.e. retail and wholesale may relocate to

stay close to their clients should those move).

The Council may also want to consider supporting specific industries which are considered as important for
the sub-area and could, with some support (particularly supporting the supply chain of high value industries),
form clusters in the sub-area and drive economic growth (i.e. supporting the supply chain of a high
productivity industry will help develop the sub-area as a competitive and integrated cluster and eventually

attract additional businesses from other areas).
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Figure 26: Sub-area Analysis Summary, Southbank

Clusters

Manufacturing: beverages

Information and communication: Information service activities
Professional, scientific & technical activities: Scientific research & development
Administrative and support services activities: Employment activities; Travel agency,
tour operator and other reservation service and related activities
Financial and insurance activities: Financial service activities, except insurance and pension
funding; Insurance, reinsurance and pension funding, except compulsory social security;
Activities auxiliary to financial services and insurance activities

Professional, scientific & technical
activities: Advertising and market researc|

Information & communication:
Publishing activities
Administrative and support services activities:
Rental and leasing activities; Services to
buildings and landscape activities

Information & communication: Computer
programming, consultancy & related
activities

Administrative & support services

activities: Office

administrative, office support
and other business support
activities

Accommodation & food

service: Food and

beverage service
activities

Manufacturing: Printing and
reproduction of recoded
media; computer, electronic
and optical products

Prof., scientific &
technical activities:
Activities of head
offices; management
consultancy activities;
Architectural and
engineering activities;
technical testing and
analysis; Other
professional, scientific
and technical activities

Construction: Civil engineering;

Specialised construction

activities
Manufacturing: fabricated metal products,
except machinery and equipment;
machinery and equipment; furniture

Wholesale & retail: Wholesale and retail trade
and repair of motor vehicles and motorcycles

Information and communication: Real Estate: Real estate activities

Programming and broadcasting activities

Professional, scientific & technical
activities: Legal and accounting

)
Wholesale & retail: Retall trade, except of motor g‘

Arts, entertainmentand recreation: Gambling and activities vehicles and motorcycles
betting activities; Sports activities and amusement Wholesale & retail: oy Q
¢~ andrecreation activities Wholesale trade, except 6.
of motor vehicles and N
é Transport & Storage: Warehousing and support motorcycles ,\b\
G\ activities for transportation (_;
“¢ O

O, Other service activities: Repair of computers
Lp{é and personal and household goods; Other (\\0
o\

personal service activities

Source: Avison Young

The Professional, Scienfific and Technical actfivities sector has long been the predominant sector in the
Southbank sub-area, however in recent years there has been relatively low growth in the sector in terms of
the number of businesses — reflecting perhaps the shift fowards larger corporate activity that has occurred in
the area and the affect this has had on rents and property provision. Whilst some elements (such as
activities of head offices; management consultancy activities; architectural and engineering activities;
technical testing and analysis) have experienced a positive growth this has been below the Borough

average of 5.8%

Other professional, scientific and technical activities have been particularly affected as they lost 17% of their
MSEs in the sub-area between 2016 and 2018 (from 325 MSEs to 270 MSEs). This would include activities such
as design, photography, film processing, tfranslation and interpretation, environmental consulting and
quantity surveying. These uses would have long been the bedrock of the Bankside economy, benefitting
from its (originally) cheaper rents, proximity to the City/West End and the nature of space provided in ex-

industrial buildings.

Many activities focused on design and creative endeavour have been atfracted to the this sub-area due to
the high concentration of anchor cultural institutions between London Bridge and Bermondsey Street/Tanner

Street such as the Greenwood Theatre, London Glassblowing, Fashion and Textile Museum, White Cube, Ugly
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5.54.

5.55.

5.56.

Duck Studios, efc as well as the proximity to other Central London creative hubs and anchors. Ultimately it is
this proximity factor that is a key consideration, with a number of businesses unlikely fo be able to relocate a

significant distance from the location if they are to continue to trade efficiently.

However, despite being location sensitive, these activities are also particularly susceptible to the changing
nature of floorspace provision in recent years and the rapid increase in rents in this area. To address these
issues there may be a need to provide more affordable and appropriately scaled workspace in this sub-area
fo enable MSEs to remain or locate here. This would have to include a mix of small offices and affordable

studios.

Given the high land values in the area this may need to be focussed away from the more ‘corporate’
locations to the north of Tooley Street, focussing instead on locations around the fringes of the sub-area such

as Bermondsey Street.

The ability to provide affordable space in this location will be challenging however there are wider benefits
to securing this space for them beyond the solely economic. MSEs within the creative industry, when offering
activities for the public, will complement the leisure and cultural offer and support the food and beverage
industry which is a key industry in this sub-area. The provision of maker-seller spaces could be considered to
improve this offer (studios/marker space with selling area at the front) and help improve affordability by
combining back and front of house activities, reducing the need for a business to occupy two separate

locations.

Elephant & Castle

Due fto data constraint, the analysis of the Elephant & Castle sub-area covers a different (and less accurate)
area from the one assumed for the property market. Therefore, direct parallels between these two sections

of the report should be made carefully.

Figure 27 shows the boundaries of the Elephant & Castle sub-area. In black are the MSOAs used as part of

the economic analysis and in red highlight is the sub-area, used as part of the property market analysis.
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Figure 27: Elephant & Castle Study Area Boundaries
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5.57. Table 17 presents a summary analysis of the Southbank sub-area by industrial section.

5.58.  This table provides LQs of industrial sections in the Southbank compared to LB Southwark, Inner London and

Greater London. This highlights industries of particular concentration (clustering) in the Southbank area.

5.59.  This table also provides an analysis of the number of MSEs by industrial section in 2016, 2018 and the change
between these two years. This highlights industries of particular importance at the local level (important
source of employment) as well as industries facing difficulties (where growth in term of number of MSEs in
below the borough average). There is a caveat to this analysis a reduction of the number of MSEs could be
explained by businesses growing and moving from a MSE classification fo a medium-size company. An
analysis of employment within MSEs would be more appropriate but lack of detailed data does not allow us

to carry this analysis.

Table 17: Sub-area Analysis, Elephant & Castle

20162018 #| 2016-2018

LQ LQInner |LQ Greater| # M3Es

Blephant & Castle MSEs # MSEs
Southwark | London London (2018)
Change (%) | Change
Manufacturing 0264 Q.31 Q.27 10 -33% -5

Construction a7 0.68 0.40 55 0% 0
Whaolesale and retail frade; repair of motor v ehicles and motorcycles 098 097 Q.83 160 14% 20

Transportation and storage 064 054 0.55 20 -20% -5

Accommodation and food service activities 1.14 1.30 1.43 115 0% 0

Information and communication 1.02 1.14 1.19 215 10% 20

Fnancial and insurance activ ifies Q.70 0.04 Q.80 35 40% 10

Real estate activities 0e2 0.58 Q.64 45 13% 5

Professional, scientific and technical activities 093 0.2 1.07 - 5% 15
Administrative and support service activities a9 0.81 088 130 -47 -3

Arts, entertainment and recreation 084 094 1.18 &0 -14%

Other service activities 1.9 1.38 1.30 65 -13%

Source: Avison Young
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5.67.

5.68.

5.69.

The character of Elephant & Castle, in term of type of activities, is not too dissimilar to the Borough average,
with LQs for most industrial section close to one. There are however a few exceptions, with a really low
concenfration of manufacturing businesses (MSEs) and a low proportion of construction businesses in this

sub-area.

The local economy is mainly driven (in terms of MSEs) by the professional, scientific and technical actfivifies,

and the information and communication activities.

LQ Analysis

There is no major concentration of particular industrial section in Elephant and Castle, at the exception of
Accommodation and food service activities, driven by a high concentration of food and beverage services

in the sub-area.

There are a few detailed industries, which are relevant for this study, which show a high level of
concenfration such as Manufacture of wearing apparel; Civil engineering; Publishing activities; Services to

buildings and landscape activities; Activities of membership organisations.

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Industries of Local Importance

The largest industrial sections in Elephant & Castle are the Professional, scientific and technical activities and
Information and communication. However, similarly to LQs, these sections are not focused on particular
industries and there are very few large detailed industries in Elephant & Castle, the largest one being
Activities of head offices; management consultancy activities (160 MSEs in 2018, representing 11% of all MSEs
in this sub-area). Computer programming, consultancy and related activities and Food and beverage

service activities are also two large industries.

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Growth Analysis

The total number of MSEs in Elephant & Castle increased by 8.8% between 2016 and 2018. This is more than

the borough-wide average of 5.8% and the highest percentage increase of all sub-areas.

However, excluding industries which would require specialised spaces (and therefore could not be located
within workspaces), this growth drops to 4.3% meaning that the growth in the number of MSEs in Elephant &

Castle was mainly driven by industries which are irrelevant for this study.

Table 17 shows that a high number of industrial sections actually experienced a reduction in the number of
MSEs in Elephant & Castle between 2016 and 2018, including manufacturing; transportation and storage;

administrative and support services activities; arts, entertainment and recreation; other service activities.
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5.70.  The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the
conclusion of the analysis of this sub-area.
Conclusion
5.71.  The following figure provides a summary of key industrial sectors and detailed industries (SIC 2 digit) for
Elephant & Castle, where industries circled in red have been identified as challenged industries.
5.72.  Similarly to comments made in paragraphs 5.45 to 5.46, consideratfions should be given to struggling
industries as well as industries of high importance for the local economy.
Figure 28: Sub-area Analysis Summary, Elephant & Castle
Clusters
Manufacturing: Wearing apparel
Information & communication: Information service activities
Administrative and support service activities: Services to buildingsand
landscape activities
Construction: Civil engineering
Information & communication: Publishing . i .
activities Wholesale and retail trade: Retail trade
Information & communication: Computer
) Other service activities: programming, consultancy and
Other senm:: Activities of membership related activities
activities: Other isati
personal service DEEMEATTNE Arts, entertainment Professiur}al, scieln.ti.ﬁl:and
activities and recreation: technical activities :
Creative, arts and Activities of head
Manufacturing: Printing and entertainment activities offices; management
reproduction of recorded media Professional, scientific and consultancy activities
Construction : Specialised construction technical activities: Architectural
ion & . — d and engineering activities;
Transpurtalfu:!n. Storage: Ware J ousing an technical testing and analysis
support activities for transportation e e e | e
Information & communication: Motion picture, video activities: Food f&.b.everage service Q
and television programme production, sound recording activities (8]
and music publishing activities Professional, scientific and technical Real Estate: Real estate activities g
Financial and insurance activities: Financial service activities: Other professional, tt
activities, except insurance and pension funding scientific and technical activities (o)
Profassional, scientific and technical activities: Administrative and Q
¢~ Advertising and market research EEE A TR, e
Office administrative, office ~
é Administrative and support service activities: support and other business ~
G\ Employment activities; Travel agency, tour support activities (:b
/) operator and other reservation service and \0
o) related activities s\
‘1’(‘6 ()
s
InoY
Source: Avison Young
5.73.  The sub-area has a diverse business base cutting across industrial, office and studio based activities.

However there has been mixed performance and limited growth across many sectors, which may reflect the
impact of large scale development and regeneration that is occurring across the area, disrupting business

activity.
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5.74.

5.75.

5.76.

5.77.

5.78.

5.79.

The area has seen an increase in activity broadly within the creative sector, which is likely (in part at least) to
have some link to the presence the LCCC and UAL in the area, similarly small production based activity has
remained in a small form — however with far less activity than the scale of floorspace provision would

suggest.

Both of these areas are likely to have been constrained by property factors including cost and nature of
space. The area is the second most expensive in the borough and is likely to have experienced a shift in
occupier types in its ‘industrial’ spaces. To help retain and grow these activities, which have significant
growth potential in London, the provision of affordable light industrial and studio spaces will be necessary —

this could link to initiatives at LCCC and LSBU to create space for graduate ‘spin outs’.

There is also a clear need for additional office space based on the data considered particularly to capture
and retain growth in high productivity activities such as computer programming and consultancy, activities
auxiliary to financial services and insurance activities, legal and accounting activities, activities of head
office and management consultancy. Our analysis of the office market suggests without affordable space
these may be priced out of the area or have difficulties finding space in this sub-area given the low provision

of space and low level of vacancy.

Canada Water

Due to data constraint, the analysis of the Canada Water sub-area covers a different (and less accurate)
area from the one assumed for the property market. Therefore, direct parallels between these two sections

of the report should be made carefully.

Figure 29 shows the boundaries of the Canada Water sub-area. In black are the MSOAs used as part of the

economic analysis and in red highlight is the sub-area, used as part of the property market analysis.

Figure 29: Canada Water Study Area Boundaries

Source: Avison Young

Table 18 presents a summary analysis of the Southbank sub-area by industrial section.
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This table provides LQs of industrial sections in the Southbank compared to LB Southwark, Inner London and

Greater London. This highlights industries of particular concentratfion (clustering) in the Southbank area.

This fable also provides an analysis of the number of MSEs by industrial section in 2016, 2018 and the change
between these two years. This highlights industries of particular importance at the local level (important
source of employment) as well as industries facing difficulties (where growth in term of number of MSEs in
below the borough average). There is a caveat fo this analysis a reduction of the number of MSEs could be
explained by businesses growing and moving from a MSE classification fo a medium-size company. An
analysis of employment within MSEs would be more appropriate but lack of detailed data does not allow us

to carry this analysis.

Table 18: Sub-area Analysis, Canada Water

2016-2018 #| 20162018

LG LQInner |LQ Greater| # MSEs

Canada W ater MSEs # MSEs
Southwark London London (2018)
Change (%) Change
Marnufacturing 3.00 3200 30.00 0] -100% -5

Construction 122 117 0.68 85 13% 10
Whelesale and retail frade; repair of motor v ehicles and motorcycles 0.68 Q.67 Q.57 100 -26% -35

Transportation and storage .47 3.52 0.30 10 -33% -5

Accommodation and food service activities 078 Q.85 a.87 70 17% 10

Information and communication 1.61 1.83 187 305 5% 15

Fnancial and insurance activities 072 Q.45 0.64 25 -38% -15

Real estate activifies 1.14 a7 a.81 50 0% (0]
Professional, scientific and technical activities 121 121 1.40 - 0% (4]
Adminisirative and support service activities a.78 0.47 0764 100 -5% -5

Ads, entertainment and recreatfion Q.70 Q.79 0.98 45 13% 5
Other service activities 0.81 Q.74 0.B9 40 0% (4]

Source: Avison Young

The character of Canada Water is predominantly turned fowards office activities, with a small provision of
industrial floorspace (for MSEs) in the area, probably driven by the location of Canada Water being half way

between London Bridge and Canary Wharf, two major business districts in London.
LQ Analysis

There is a high concentration of information and communication services around Canada Water, mainly
driven by high concentration of the computer programming, consultancy and related activities. To some
extends, the economic character of Canada Water is no too dissimilar to the one of Elephant & Castle (as a

provider of professional support activities to prime business districts).

There are a few detailed industries, which are relevant for this study, which show a high level of
concenfration such as Computer programming, consulfancy and related activities; Activities of head

offices; management consultancy activities or Civil engineering.

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.
Industries of Local Importance

The largest industrial sections in Canada Water are the Professional, scienfific and technical activities and

Information and communication, this is similar to Elephant & Castle.
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These two industrial sections occupy 700 MSEs in Canada Water, out of a total of 1,385 MSEs in the sub-area
(or just over 50% of all MSEs).

Whilst the high number of MSEs observed in information and communication is exclusively driven by a high
number of MSEs operating in Computer programming, consulfancy and related activities, the high number
of MSEs in professional services is made up of MSEs operating in a variety of fields (Activities of head offices;
management consultancy activities ; Legal and accounting activities; Other professional, scientific and

technical activities; and Architectural and engineering activities; technical testing and analysis)

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Growth Analysis

The total number of MSEs in Canada Water did not change between 2016 and 2018 (0% change). This is well

below the borough-wide average of 5.8% and the worst performance amongst all the sub-areas.

Excluding industries which would require specialised spaces (and therefore could not be located within
workspaces), this “growth” drops even lower to -1.7% and may suggest a true problem of affordability for

MSEs in this sub-area (either in ferm of price or in term of access to adequate space).

Table 18 shows that most industrial sections experienced a reduction or a low growth in the number of MSEs
in the sub-area between 2016 and 2018. These include manufacturing (which has disappeared, however
starting from a low number), wholesale and retail frade, transportation and storage, financial and insurance

activities, real estate activities, professional, scientific and technical activities, and other service activities.

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Conclusion

The following figure provides a summary of key industrial sectors and detailed industries (SIC 2 digit) for

Canada Water, where industries circled in red have been identified as challenged industries.

Similarly to comments made in paragraphs 5.45 to 5.46, considerations should be given to struggling

industries as well as industries of high importance for the local economy.
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Figure 30: Sub-area Analysis Summary, Canada Water
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Source: Avison Young

What is clear from this analysis is that the development and regeneration of Canada Water is having a
dramatic effect on its economic make up. The fraditional ‘manufacturing’ has all but disappeared with the
area currently dominated by activities related to the delivery of the area’s regeneration programme

including specialised construction activities, civil engineering, architectural and engineering activities.

Aside from these activities the area appears to have a nascent grouping of tech based and professional
services, with some growth in computer programming, management consultancy and advertising activity.

These may provide some signal of how the economy may evolve as the area matures into its new form.

Given the point at which Canada Water has reached there is an opportunity to shape the economy here in
a way that harnesses strategic growth frends and provides new opportunities for high value activity. A key
part of that approach will be the ability fo attract and retain small and start-up enterprises to create the

dynamism and vibrancy that will help atfract larger occupiers.

With no ‘proven’ sector in the area af present the area is going to need ‘seeding’ with a range of new

activities that can create a new economic hub in the area. This creates an opportunity to place small
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businesses af the very heart of the economic success here, integrating affordable workspace into the mix so

enfrepreneurs can help drive the area’s success alongside more corporate actors will be vital.

This location provides a relatfive ‘blank canvas’ in terms of workspace provision, with the opportunity to
create a dynamic mix of spaces that cater fo a range of sectors. At present the mix of sectors is impossible
fo predict and will be influenced by wider economic frends as well as local changes such as any

tfeaching/research offer Kings College infroduce here.

As such the affordable workspace will need to be flexible enough to accommodate a range of different
sectors meaning the typologies delivered should focus more on the types of activities that are likely to occur
irespective of the sector. Given the nature of the area today and what regeneration proposals will deliver it
is most likely that workspace would predominantly fall into the office and studio categories — enabling it fo

cater to the tech, professional services, creative and artisanal sectors.

There may also be opportunities, given the road connectivity, to integrate some light industrial workspaces
through new forms of mixed use development. Some specialist facilities may be required if there is a
particular focus to Kings College’s offer, however this will need to be considered as their plans become

clearer.

Camberwell

Due to data constraint, the analysis of the Camberwell sub-area covers a different (and less accurate) area
from the one assumed for the property market. Therefore, direct parallels between these two sections of the

report should be made carefully.

Figure 31 shows the boundaries of the Camberwell sub-area. In black are the MSOAs used as part of the

economic analysis and in red highlight is the sub-area, used as part of the property market analysis.

Figure 31: Camberwell Study Area Boundaries
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Source: Avison Young
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Table 19 presents a summary analysis of the Southbank sub-area by industrial section.

This table provides LQs of industrial sections in the Southbank compared fo LB Southwark, Inner London and

Greater London. This highlights industries of particular concentration (clustering) in the Southbank area.

This table also provides an analysis of the number of MSEs by industrial section in 2016, 2018 and the change
between these two years. This highlights industries of particular importance at the local level (important
source of employment) as well as industries facing difficulties (where growth in term of number of MSEs in
below the borough average). There is a caveat to this analysis a reduction of the number of MSEs could be
explained by businesses growing and moving from a MSE classification to a medium-size company. An
analysis of employment within MSEs would be more appropriate but lack of detailed data does not allow us

to carry this analysis.

Table 19: Sub-area Analysis, Camberwell

2016-2018 # | 20142018
LQ LQInner |LQ Greater| # MSEs

Camberwell MSEs # MSEs
Southwark London London (2018)

Change (%) | Change

Manufacturing

Construction

Wholesale and retail ifrade; repair of motor v ehicles and motorcycles

Transportation and storage

Accommodation and food service activities

Infarmation and communicafion

FAnancial and insurance activities

Real estate activities

Professional, scientific and technical activities

Adminisirative and support service activities

Arts, enterfainment and recreation

Other service activifies

Source: Avison Young

The character of Camberwell, in term of type of activities, is not too dissimilar fo the Borough average, with
LQs for most industrial section close to one. There are however a few exceptions, which show a higher
concenfration than the Borough average (LQ) such as Accommodation and food service activities and Arts,

entertainment and recreation.

There is no manufacturing activity in Camberwell, despite the sub-area being a major provider of industrial
space for MSEs in the Borough (with over 500,000 sgft of existing space) — but however a relatively high level
of vacancy (4.5%) which could indicate an issue with the quality and specifications of the space not being
aligned with the needs of manufacturing businesses or the area not being particularly aftractive for this
industry (due to issues of accessibility via the road for example or a limitation of the type of activities that can

be located within this highly residential part of the borough).

LQ Analysis

There is a high concenfration of Accommodation and food service activities and Arts, entertainment and
recreafion in Camberwell, mainly driven by high concentration of the Food and beverage service industry,
and the Creative, arts and enfertainment industry. This is not fotally surprising given the residential and

relatively affluent character of Camberwell.
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There are a few other detailed industries, which are relevant for this study, which show a high level of
concenfration such as Mofion picture, video and television programme production, sound recording and
music publishing activities; Activities of membership organisations; or other professional, scienfific and

technical activities.

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Industries of Local Importance

The largest industrial sections in Canada Water are the Professional, scientific and technical activities and
Information and communication, closely followed by the wholesale and retail trade and the

accommodation and food service activities.

These four industrial sections occupy 585 MSEs in Canada Water, out of a total of 1,070 MSEs in the sub-area
(or just below 55% of all MSEs). The economy in Camberwell is relatively diverse and focused on the service

industry.

The sub-area counts 110 MSEs providing food and beverage service activities, by far the largest detailed

industry in this sub-area, followed by retail frade (85 MSEs).

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Growth Analysis

The total number of MSEs in Camberwell increased slightly between 2016 and 2018 (0.5% change). This is well

below the borough-wide average of 5.8% and the worst performance amongst all the sub-areas.

Excluding industries which would require specialised spaces (and therefore could not be located within

workspaces), this growth increases slightly to 1.2%.

Table 19 shows that most of the large industrial sections experienced a reduction or a low growth in the

number of MSEs in the sub-area between 2016 and 2018.

When looking af relevant detailed industries, we see that a large number of industries are characterised by a
low or negative growth in number of MSEs over this period. It can be noted that whilst the retail frade industry
experienced a good level of growth (+6.3% of MSEs), the food growth in the food and beverage industry was
slower, although positive (+4.8%). This indicates that the personal service economy in growing and

expanding in Camberwell despite being already of significant size.

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Conclusion

The following figure provides a summary of key industrial sectors and detailed industries (SIC 2 digit) for

Camberwell, where industries circled in red have been identified as challenged industries.
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5.123.  Similarly to comments made in paragraphs 5.45 to 5.46, consideratfions should be given to struggling

industries as well as industries of high importance for the local economy.
Figure 32: Sub-area Analysis Summary, Camberwell
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Source: Avison Young

5.124. LB Southwark could consider supporting the development of the food and beverage service activities as
well as the creative, arts and entertainment activities to reinforce the offer in this sub-area. In complement of
a good retail frade offer (which is large, forms a cluster and rapidly growing in the sub-area), these two
industries could improve the prospects of Camberwell as a niche leisure destination focused on higher-end
and bespoke products and services, differentiating itself from the more main-stream offer available in areas

such as the Southbank or Canada Water (i.e. mainly mid-range, chains).

5.125. There is also an opportunity to support the supply chain of the property industry — Camberwell already has
four thriving industries in this sector (construction of buildings, specialised construction activities, architectural
and engineering activities and real estate activities). Supporting industries such as civil engineering and
services to buildings and landscape could make of Camberwell a hub for real estate activities such property
management and maintenance, residential property development, etc. (most likely targeting residential
properties and small scale developments). This could generate local economic growth given the position of

Camberwell, close proximity to several affluent residential areas (such as Camberwell itself, Dulwich,
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Clapham, Balham, Wandsworth, Blackheath) as shown in Figure 33, which could make of Camberwell a
desirable location for MSEs to establish their acfivities.

Figure 33: Camberwell, Accessibility to neighbouring areas
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5.126. The creative industries (i.e. motion picture, video and television programme production, sound recording
and music publishing activities) have an interest in Camberwell, with the presence of the University of the
Arts, this industry has tended to establish their premises in and around Peckham, which progressively became
one of London most successful creative area. Some affordable workspace could be provided in the eastern
boundary of Camberwell, in the proximity of the University of the Arts and Peckham, where rent could be

made affordable in comparison to rent levels towards Camberwell Green or closer to the local centre of

Peckham.

5.127. In workspace terms Camberwell provides a real opportunity to deliver affordable workspace in future
development and through building re-use given it lags much of the rest of the borough in value terms. The
growing creative focus and established professional service economy suggests therefore that the provision

of studio, small production, light industrial and office/co-working facilities would be a good fit with occupier
demand.

Peckham

5.128. Due fo data constraint, the analysis of the Peckham sub-area covers a different (and less accurate) area

from the one assumed for the property market. Therefore, direct parallels between these two sections of the
report should be made carefully.

5.129. Figure 34 shows the boundaries of the Peckham sub-area. In black are the MSOAs used as part of the

economic analysis and in red highlight is the sub-area, used as part of the property market analysis.
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Figure 34: Peckham Study Area Boundaries

Source: Avison Young

This table provides LQs of industrial sections in the Southbank compared to LB Southwark, Inner London and

Greater London. This highlights industries of particular concentration (clustering) in the Southbank area.

This table also provides an analysis of the number of MSEs by industrial section in 2016, 2018 and the change
between these two years. This highlights industries of particular importance at the local level (important
source of employment) as well as industries facing difficulties (where growth in term of number of MSEs in
below the borough average). There is a caveat to this analysis a reduction of the number of MSEs could be
explained by businesses growing and moving from a MSE classification fo a medium-size company. An
analysis of employment within MSEs would be more appropriate but lack of detailed data does not allow us

to carry this analysis.

Table 20 presents a summary analysis of the Southbank sub-area by industrial section.

This table provides LQs of industrial sections in the Southbank compared fo LB Southwark, Inner London and

Greater London. This highlights industries of particular concentration (clustering) in the Southbank area.

This table also provides an analysis of the number of MSEs by industrial section in 2016, 2018 and the change
between these two years. This highlights industries of particular importance at the local level (important
source of employment) as well as industries facing difficulties (where growth in term of number of MSEs in
below the borough average). There is a caveat to this analysis a reduction of the number of MSEs could be
explained by businesses growing and moving from a MSE classification to a medium-size company. An
analysis of employment within MSEs would be more appropriate but lack of detailed data does not allow us
to carry this analysis.
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Table 20: Sub-area Analysis, Peckham

e Lal LQ Great # MSEs 20146-2018 # | 2016-2018
nner eater
Peckham MSEs # MSEs
Southwark | London London (2018)
Change (%) | Change

Manufacturng 041 Q.72 0.43 35 -13% -5
Construction 1.38 1.33 077 140 147% 20
Wholesale and retail frade; repar of motor v ehicles and motorcycles 1.47 1.45 1.24 360 1%
Transportation and storage 0.85 025 0.55 30 0% 0
Accommodation and food service activities 1.08 1.21 1.33 160 19%
Infamation and communication 0.89 1.01 1.03 280 4% 10
Fnancial and insurance activities 0.43 027 0.38 25 25%
Real estate activities 0.48 0.30 0.34 35 757 15
Professional, scientific and technical activities 0.5% 0.88 1.02 - 147%
Administrative and support service activities 0.7 0.81 0.89 195 18% 30
Arts, entertainment and recreation 1.31 1.47 1.83 140 17% 20
Other service activities 1.22 1.42 1.34 100 43% 30

Source: Avison Young

The character of Peckham differs widely from the Borough average, with a high representation of the Arts

and entertainment as well as the wholesale and retail trade and the construction sectors.

This sub-area is also host fo a large number of MSEs (circa 2,300) and has one of the highest concenfrations

of MSEs (as % of the total number of businesses, of all sizes) amongst the sub-areas.

LQ Analysis

There is a high concenfration of several industrial section in Peckham, including Construction; Wholesale and
retail frade; Accommodation and food service activities; Arts, entertainment and recreation; Other service

activities.

Looking at detailed industries, there are several very important clusters in Peckham. These include Motion
picture, video and television programme production, sound recording and music publishing activities;
Programming and broadcasting activities; Printing and reproduction of recorded media; Advertising and
market research; Creative, arfs and enfertainment activities all active in the creative/design/art area; as well
as Civil engineering; Specialised construction activities; Services to buildings and landscape activities ;
Architectural and engineering activities; technical testing and analysis within the real estate sector or
Manufacture of food products; Wholesale and retail frade and repair of motor vehicles and motorcycles;
Wholesale trade, except of motor vehicles and motorcycles; Retail frade, except of motor vehicles and

motorcycles; Food and beverage service activities in the retail frade of goods and services.

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Industries of Local Importance

The largest industrial sections in Peckham are the Professional, scientific and technical activities and

Wholesale and retail trade, closely followed by Information and communication.
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These three industrial sections occupy 1,120 MSEs in Peckham, out of a totfal of 2,295 MSEs in the sub-area (or
just below 50% of all MSEs). The economy in Peckham is very diverse and focused on the service industry with

the presence of some manufacturing businesses in the sub-area.

The sub-area counts 260 MSEs active in the retail frade, 180 in management consultancy and head office
activities, 160 in computer programming, 155 in the food and beverage service industry or 110 in the
creative, arts and entertainment activities (which is the second highest number of MSEs in a sub-area in this

industry after the Southbank).

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Growth Analysis

The total number of MSEs in Peckham increased by more than 100 between 2016 and 2018 (+6%). The

percentage change is comparable to the borough-wide average of 5.8%.

Excluding industries which would require specialised spaces (and therefore could not be located within
workspaces), this growth increases significantly to 12.5%, which would suggest that relevant MSEs are

relatively well performing in this sub-area.

There are however a few industries which did not perform as well and particularly Printing and reproduction

of recorded media; Construction of buildings; or other professional, scientific and technical activities.

Surprisingly Financial service activities, except insurance and pension funding did not see any growth whilst
Activities auxiliary to financial services and insurance activities double in size. However, both industries are

very small in size.

All the large industries in Peckham, and relevant for this study, at the excepfion of Other professional,

scientific and technical activities, had a positive growth between 2016 and 2018.

The full analysis, at SIC 2 digit level, is provided in Appendix and main observations are summarised in the

conclusion of the analysis of this sub-area.

Conclusion

The following figure provides a summary of key industrial sectors and detailed industries (SIC 2 digit) for

Peckham, where industries circled in red have been identified as challenged industries.

Similarly fo comments made in paragraphs 5.45 to 5.46, considerations should be given to struggling

industries as well as industries of high importance for the local economy.
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Figure 35: Sub-area Analysis Summary, Peckham
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5.152. Despite its increasing presence and reputation within the creative industries sector Peckham has seen a low
level of growth in the number of businesses active locally, which may suggest there are challenges in finding
adequate and affordable space locally. Recent developments such as Peckham Levels are beginning fo
address this issue, however with the University of Arts located in the area and the opening of the new

Mountview Academy demand is likely to confinue to grow.

5.153. Historically Peckham had a strong supply of affordable workspace for a range of activities, particularly with
some form of productive output (small manufacturing, art, efc.) however these have ever been removed or
become more expensive. This is a key issue for the borough's affordable workspace strategy to address,

securing new affordable studio and light industrial space in particular to allow these activities to thrive.

5.154. Alongside this productive creativity Peckham has also seen a growth in the number of businesses in the tech
and digital sectors, largely again linked to the creative end of the sectors, which could in turn lead to much
more significant demand for office/co-working space. This sector will also be driven by the changing
population characteristics of the area, with professionals engaged in these sectors attracted to Peckham by

the wider ‘lifestyle’ offer the retail, leisure and F&B provision provides.
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5.155.  The provision of affordable workspace here should not only consider how the ‘primary’ activities referred to
above can be accommodated but also their supply chains. Locations such as Peckham were rich in supply
chain actfivity to a range of large sectors that operated more centrally as well as locally, many of which are

being priced out of such locations.

5.156. All of the sectors mentioned are (to a reasonable degree) foofloose and have migrated across London as
property and social frend change. However, by enabling the primary and supply chain activities to both
locate in the area it will create a much deeper cluster that will ‘lock in" the acfivity and make it less

susceptible to larger changes and therefore less likely to migrate away from Peckham in the future.
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5.

5.1.

5.2.

5.3.

5.4.

5.5.

Southwark Current Workspace Market

The current provision of affordable workspaces in LB Southwark is principally concentrated in the north of the

Borough, in line with the distribution of businesses.

A large number of affordable workspaces, mainly co-working spaces, are situated in the Waterloo-London
Bridge-Elephant & Castle friangle.

Table 21 summarises the provision of affordable workspaces by sub-area as well as an indicative dominant
typology.

Table 21: Existing Affordable Workspaces, Summary table

Location

’ Number of Dominant Typology

Spaces

Southbank Co-working

|

)| e socomace wihsme
2 Studios and Maker Space

2 (+3) Maker Space and Studio

5 Maker Space and Studio

i
Maker Space: 15%
Studios: 36%
LB Southwark 39 Mixed: 15%
Co-working: 33%

Source: Architecture00

Figure 36 shows the location and typologies of existing affordable workspaces in LB Southwark. Further

detailed characteristics, regarding operator, size, pricing and space characteristics are provided as an
annex document (Annex 1).

The rationale for identifying the existing affordable workspace provision has included the spaces identified in
the GLA's 'Open Workspaces Map', workspace operators of Southwark's Approved Operator List, desktop
research in each sub-area, as well as cross referencing with our own list of operators that we know to be
present in London. This list includes co-working space where the rent (if calculated per annum) can be quite
expensive but we consider “affordable” because they provide very flexible leases. We acknowledge that
there are micro / small scale providers who may not currently appear on the lists mentioned and are more
difficult to identfify. This may in part be due to their niche &/or local focus. It should be recognised that rent
based on £/sgft is not the only means to determine affordable workspace and that different operators utilise
different models to provide affordable workspace as each model provide different services integrated into

space access (e.g. membership versus studio space or desk rental).
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Figure 3é: Existing Affordable Workspaces Map
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6.

Future Needs

Employment projections by category

6.1.

6.2.

6.3.

6.4.

6.5.

The first base forecast is drawn from the GLA Employment Projections (2017) as set out in the London Labour
Market Projections 2017 published by GLA Economics. These projections reveal the updated considerations

from the GLA on future economic growth, which underpin the Draft New London Plan.

As the GLA data provides forecasts every 5 years only, we have used a second base forecast drawn from
Experian’s latest December 2018 Local Market Forecasts, which provide borough level projections across on
a year-on-year basis. The Experian assumed growth was used to extrapolate the missing year-on-year growth

in the GLA forecasts and applied to derive the Avison Young forecasts.

Figure 37: Employment Projections, LB Southwark
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Source: Avison Young, based on GLA (2017) and Experian (2018) figures

However, this base forecast also has significant limitations as it does not provide an understanding of future

growth by activity or sector at the borough level, which means it cannot be directly franslated info future

requirements.

To overcome this issue, we have also used the Experian’s latest December 2018 Local Market Forecasts
again, which provide borough level projections across 38 categories. The Experian forecasts factor in
demographic frends and future expectations and changes, therefore reflecting expected shifts in age
profiles and economic activity rates. The model uses a base population projection that is consistent with
those used by DCLG and interprets their outputs to forecast the influence the complete basket of

demographic factors have on employment rates in any location.

To enable an understanding of future requirements to be developed we have franslated the total
employment figure provided by the GLA info the 38 sectors used by Experian. To do this we have calculated

the share of employment within each sector for each year of the forecast within the Experian model and
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6.6.

6.7.

6.8.

applied these to the GLA jobs figure. This allows total employment to then be franslated info employment by

industry (Experian Category).

Figure 38: Projected Change in Employment by Industry (Experian Category), 2019-2030, LB Southwark

Professional Services
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Health
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Other Private Services

Media Activities
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Computing & Information Services
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Retail 4
Real Estate 3
Recreation
Finance
Construction of Buildings 30
Utilities 195
Wholesale b 108
Civil Engineering 1 er
Telecoms i 24
Insurance & Pensions 1 22
Printing and Recorded Media (manufacture of) 1 22
Food, Drink & Tobacco (manufacture of) 111
Textiles & Clothing (manufacture of) |6

Agriculture, Forestry & Fishing -

Air & Water Transport -

Chemicals (manufacture of) -

Computer & Electronic Products (manufacture of) -
Extraction & Mining -

Fuel Refining -

Machinery & Equipment (manufacture of) -
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Pharmaceuticals (manufacture of) -

Transport Equipment (manufacture of) -
Wood & Paper {(manufacture of) -
Metal Products (manufacture of) 94 1

Other Manufacturing a4 1
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Source: Avison Young, based on GLA (2017) and Experian (2018) figures

Employment projections show a large increase in the number of Professional Services jobs in LB Southwark
between 2019 and 2030 (+11,762 jobs in the sector), by far the largest growth amongst all sectors. This sector

covers a wide range of activities and will require an equally broad range of property types.

Whilst there is not a clear and condensed definition of what professional services activities are, and therefore
the type of workspace they may require, it is reasonable to think that most professional services activities
would be carried out within office space — with a large share of them requiring meeting space. A proportion
of those activities could also pofentially be carried out in alternative types of workspace (studios),

particularly when those activities include a design or creative character (i.e. architecture).

It is likely that part of this increase will be driven by MSEs and therefore could add additional pressure on

office space rent in areas where the average rent can already be perceived as unaffordable for some
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businesses. This is particularly the case of the Southbank, which would be the preferred location for a large

proportion of those additional jobs (i.e. consultancy services).

From employment projections to future space needs

6.9.

6.10.

6.11.

6.12.

6.13.

6.14.

To better understand the relationship between employment projections (by Experian Category) and future
space requirements, we have translated employment forecasts by Experian Categories into employment
projections by SIC 2 digits code industries and in turn translated these projections into growth by space

quantum using HCA Employment Density Guidance.

Figure 39 provides an indexed floorspace needs (2019=100) for industrial and office space. The same
floorspace needs are also provided for wholesale and refail floorspace. These figures are provided as an
indexed rather than absolute SQM of floorspace as data available to us (CoStar) do not capture the full
existing floorspace in the Borough and therefore our analysis would be biased by this incorrect baseline

figures.

However, this analysis shows that the needs for both industrial and office floorspace will rapidly increase
between 2019 and 2031. We expect that an additional 13.5% of office space and an additional 15.8% of

industrial space will be required by 2030 fo cope with future employment growth.

Figure 39: Future space needs, LB Southwark
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Office space needs are estimated to be between an additional 0.5% and 1.6% of existing floorspace per
annum between 2019 and 2031 and then remain low until 2038. This would represent an average annual

increase in floorspace of 1.1% between 2019 and 2031 and of 0.1% between 2031 and 2038.

The demand for industrial space is estimated to be between 0.8% and 2% additional floorspace (from
existing floorspace) per annum between 2019 and 2031 and then remain lower until 2038. This represents an

average annual increase in floorspace of 1.2% between 2019 and 2031 and of 0.1% between 2031 and 2038.

The demand for retail and wholesale retail space is also due fo increase slightly to up to 3.8% of additional

space by 2031 before decreasing rapidly from 2031 to 2038 to -1.2% (compared to the 2019 baseline).
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6.15.

6.16.

From this analysis, it is clear that the main pressure on rent will be observed on office and industrial space,
particularly over the next 10 years. The expected future high demand and low level of delivery (particularly
of industrial space) will exacerbate the issue of pure financial affordability of the space and confribute fo
the displacement of businesses fowards more affordable areas (mainly fowards the south of the Borough, or
other Boroughs in Greater London fo the South and South East of Southwark such as Croydon, Bromley or

Bexley which offer good public fransport, good road accessibility and lower rent).

That is not fo say other spaces (such as studios) will be exempt from the impacts, indeed they are already
experiencing significant rent increases as a result of the limited (and diminishing) supply across London
generally.  With the number of creative industry anchors in the borough the provision of affordable

workspace for artisanal and creative activities will need to continue to be a focus.

External factors of influence

6.17.

Additionally fo the condition on the property market and the economic contfext in the borough directly
affecting the resilience of MSEs and economic growth of the Borough, additional factors will influence the
demand for affordable workspace and the future needs of businesses. This section summarises the main

(external) factors of influence and their potential impact on driving (or constfraining) future needs:

e Bakerloo Line Extension: the extension of the Bakerloo line is likely to drive rent for office space up
around Lambeth North and Elephant & Castle. Additionally, the provision of new stations on Old Kent
Road (and potentially Bricklayers Arms) will drive the delivery of residential development in the areaq,
creating a strong pressure to convert employment land into residential land (both office and industrial
space) and therefore contributing fo an increase in rent values in the area. The impact could extend to

a zone north of the Peckham sub-area (north of Peckham High Street and Queen’s Road).

e Rotherhithe-Canary Wharf crossing: The delivery of a crossing between Rotherhithe (Canada Water) and
Canary Wharf would increase the attractiveness of Canada Water as a residential area through the
improvement of the connectivity between the area and Canary Wharf (providing a pedestrian access,

therefore removing the necessity fo use the underground, which runs at full capacity at peak hours).

e Pressure from residential developments will ultimately lead to an increase demand for land, potentially
reducing the availability of employment space and therefore pushing rent values up. The pressure will

be particularly important af the point of crossing.
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Figure 40: Rotherhithe - Canary Wharf, options for crossing
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e London South Bank University Redevelopment: Plans include the redevelopment of the London Road
building between August 2019 and spring 2021, together with facilities update from the School of Arts

and Creative industry and facilifies upgrade from the School of Business.

e Elephant & Castle offer a range of creative related academic paths, with offer from the London South
Bank University, the University of Arts or the London College of Communication. Together with other
Creative anchors (i.e. Ministry of Sound, Southwark Playhouse or the Siobhan Davies Studios), the sub-
area has become a destination for the creative industry and will attract MSEs which have ties with these

institutions.

e King's College campus in Canada Water: The new King's College campus in Canada Water is an
opportunity to atfract new businesses to the area and help start-ups in their development. LB Southwark

could consider the provision of incubator space, in conjunction with King’s College services.

e Move-on space, at affordable rate, will also be required fo ensure the retention of new businesses in the
area. With the rapid regeneration of Canada Water, pressure on employment space and rent could
force MSEs fo move out of the area in search of more affordable space elsewhere if they have no fie

with the area.

e Resurgence of crafting industries, with a strong focus on food and beverage: Borough Market is the best-
known example of the aftractiveness of craft products and the role of those industries in creatfing a local
economic dynamism. But in recent years, smaller, independent and arfisanal markets and micro
companies have emerged in the borough, with places such as Maltby Street Market, Deal Porters
Square Street Food Market, London Bridge Farmers Market, Mercato Metfropolitano, or the Bermondsey

Beer Mile.

e Ongoing expansion of the City: The continued expansion of the City has contributed fo the economic
development of the bankside (Southbank), the London Bridge Quarter and More London as a major
economic hub in London, providing employment in a wide range of high profile actfivities such as
financial and insurance services, legal; management consultancy and activities of head offices;
accounting and tax advisory; computer programming and consultancy; professional, scientific and

technical activities; efc.
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e The regeneration of the area has led to a sharp increase in rent, generating an issue of affordability

particularly for MSEs located in this area, which gradually been got pushed out.

e Guy's Cancer Cenfre: Opening in 2016 - provide care, research and clinical frials. Can work
collaboratively with other stakeholders (UCL Cancer Institute, the Institute of Cancer Research, Barts
Cancer Institute, Cancer Research UK Imperial Centre, the Institute of Cancer Research Sutton, efc.) as
well as create an economic anchor for the clustering of activities in the field of cancer research and

other life-science research fields.

¢ Development of flexible corporate space: With the rapid development and expansion of flexible office
space, and the desire of large corporation to encourage agile and collaborative working (i.e. set up
temporary small project offices), demand for smaller office units has become increasingly important over

the recent years, leading to difficulties for MSEs to access and afford suitable space in prime areas.
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7.

7.1.

7.2.

7.3.

7.4.

7.5.

7.6.

7.7.

7.8.

7.9.

Design and Delivery Consideration

This section of the report focuses on the delivery of affordable workspace within new mixed-use

developments, as the most likely and common route for securing new affordable workspace provision.

However it should be recognised that there are a range of other mechanisms that could be used to bring
affordable workspace forward, such as the re-use of Council-owner assefs, conversion/repurposing of
existing (privately held) premises or intensifying the use of other existing commercial space. Each will have
specific considerations in terms of design, cost and value and cannot be easily replicated in a study such as
this one (difficulty to establish a general / average case). However, they should be investigated on a case

by case basis, to understand the contribution they can make.
General Considerations

New Southwark Plan Amended Policies January 2019 states that major developments proposing 500sgm GIA
or more employment floorspace (B class use) must deliver at least 10% of the proposed gross new

employment floorspace as affordable workspace on site at discounted market rent.
Most Workspace Operators want a minimum of 15,000 - 20,000 sgft for a site to be operationally viable.

There are scenarios where discrete standalone units could form part of an operator’s portfolio with no on site

management.

Residential led schemes provide limited opportunity for delivery of affordable workspace as a minimum of
50% of the ground floor is typically required for residential amenity. A typical residential block would have a
footprint of c. 5,000-6,000 sqft for 8 units per floor plate (for each core). Typically this would mean a
commercial floor area of 2,500 sgft at ground and additional 5,000 sgft at first floor of the scheme. 10% of the
commercial floor area of 5,000 sgft would provide 500 sgft Affordable Workspace. This lends itself to a single

standalone unit. (See Typology for Type 1 - micro site for specification and conditions).

Note that in new development, the provision of affordable workspace could be assumed at 2nd & 3rd floor
as ground and 1st would have a premium. This would limit the activity fo office / micro office and potentially
very light industrial such as graphic design, fashion, or photography. However this is highly dependent on
vertical access arrangements. Ideally an independent vertical access could be provided that could enable

activities such as fransporting of goods.

A “Shell & Core” finish is typically defined as the completion of the basic internal framework of the building.
The building could look complete from the outside, however the internal space would simply be an empty
shell. There is unlikely to be any level of polished finish, and one might expect to see exposed concrete floors
and ceilings. Communal elements such as building reception, lifts and communal toilets are likely to have
been fitted.

A “CAT A" fit out will provide a basic level of finish including raised floors, suspended ceilings and infernal
surfaces along with basic mechanical and electrical services such as fire detection services and smoke

alarms, air conditioning and ventilation.
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7.10. A CAT B fit out provides a finished workspace that can include interior partitions to divide up the space and
create offices, meetings rooms efc. This fit out level includes the final finish for doors, walls an doors such as
fextures and colours. This also includes IT infrastructure, distribufion of small power outlets and air

condifioning, fully fitted amenities such as kitchens, workstations and furniture.

7.11.  Supply of high speed / large bandwidth internet is assumed as necessary for any activity.
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Table 22: General considerations

<1,000 sgft

< 5,000 sgft

5,000 - 10,000 sgft

10,000 - 50,000 sqft

50,000 sqfft +

Employment Space
Assumptions (100%)

Total employment space of
50,000 sgft area
0-5 storey height

Total commercial space of
50,000 - 100,000 sgft

5-10 storey height

Plot size 36m x 36m

Central core with 2 lifts & 2 stair
cores

Total commercial space of
100,000 sgft +

20 storey height

Plot size 36m x 45m

Central core with 2 lifts & 2 stair
cores

Would require a commercial
led masterplan development
with 500,000 sgft (totaling
550,000 sgft commercial + AWS)
e.g. 40 storey building with plot
size 36m x 45m (1,400 sgm NIA
per floor plate)

Source: Architect 00, 2019
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SpeCiﬁCOﬁon

Off-site contribution should be
considered unless an operator
for a small/standalone AWS unit
is identified

Most likely operated as
standalone unit.

Possibly recommend to provide
off site. Too small as standalone
unit fo manage by anyone
other than main building
manager at a discounted rent
with set eligibility criteria. The
unit will likely be too small to
influence the key heights,
structure and floor plate
dimensions.

Size may sfill be under the
threshold for a workspace
operator to be of interest
depending on the operator
portfolio. Providing a contained
amount of communal space
could mitigate operational
overhead and form part of an
operator’s portfolio.

Some ground floor presence
providing independent access
fo first floor.

Second and Third Floor; Cat B
Office specification.

Likely to be within a high spec
office building to support 20
storeys and therefore use is
limited to micro office / office
uses with communal spaces /
amenity.

GF and 1F likely to be more
premium spaces, therefore
needs to be located at higher
storey levels. Independent
vertical access less likely.

Standalone enterprise centre at
4-5 storey at 36m x 36m to
achieve 1,000 sgm per floor NIA

500 sqgft unit suited for Ground
Floor, independent retail / light
industrial unit/micro office to be
managed off site.
Independent access to
mitigate service charge. Ideally
1.5 storey height (min) to allow
maximum flexibility. As a
standalone unit, it will need to
be flexible to the market for
Bla/b or c uses to remain
viable.

Specification should be flexible
enough to cater for a variety of
uses from micro office / studio /
clean light industrial uses not
requiring heavy loads

Suitable for light industrial
compatible with commercial
office

Micro offices for
professional/scientific

Small scale independent retail /
maker at ground only.
Independent access to
mitigate service charge. Ideally
1.5 storey height (min) to allow
maximum flexibility.

Suitable for light industrial
compatible with commercial
office

Micro offices for
professional/scientific

Small scale independent retail /
maker at ground only.

Ideally 1.5 storey height (min) to
allow maximum flexibility.

Large scale units at ground and
first
Goods lift
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What are the types of workspace that should be delivered?

7.12.

From the breadth of analysis to date, Architecture 00 have conceptualised workspace typologies that would

be suitable towards meeting the future demand in Southwark. The typologies are based upon schemes

which have come forward across London, and are aligned with generalised locations i.e. town centres efc.

which have been agreed are most likely to support new workspace schemes across Southwark.

Table 23: Summary of suitable typologies by location

Description

Use types

Southbank

Elephant & Castle

Canada Water

Camberwell

Type 1 Type 2 Type 3 Type 4 Type 5
Micro Site Medium Micro Site Large commercial Light Industrial
Mixed-use commercial block | Independent Retail block Mixed-use

Micro Office (12-15 Office (1-15 persons)
persons) . . Office (12-18 persons)
Liaht Industrial (as 1 Light Industrial (as 1 or | Light Industrial (as 1 or
ight In 2Us F]S) (as1or | 5 ynits) at ground only 2 Units) Light Industrial ground
units
. . floor
. Independent Retail Independent Retail wileie Oities
Independent Retail | mixed with production | mixed with production e Independent Retail
mixed with production |\ orkshop to rear at workshop fo rear mixed with production
workshop to rear ground only workshop to rear
Food & B Food & Beverage
00 everage Food & Beverage at 5 storeys residential
5 storeys residential ground only
X X X X X
X X X X X
X X X X
X X
X X

Peckham

Source: Architect 00, 2019

7.13.

Date: December 2019

A description of each type is provided below.
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Type 1 - Micro Site (< 5,000 sgft Affordable Workspace)

commescial
=] T

GF
Micro Site
180 msg AFW @ GF

18

TYPOLOGY 1 - Micro Site

commureial < 5,000 sqf Affordable Workspace

apace

I | |:| WE |:| it E =tairs |:| Commercial space

21

commergial o FublicEntrance <] Independant Accass
Bpace

L . Affordable Workspace

1F - 4F
Micro Site

Source: Architecture 00, 2019

7.14, Use types:

e  Micro Office (12-15 persons)
e Light Industrial (as 1 or 2 units)
e Independent Retail mixed with production workshop to rear

e Food & Beverage
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Table 24: Area Locations, type 1

Suitability of the area?

Unlikely on Riverside due to urban form in the area
Southbank

Opportunities around Bermondsey Street and fowards Bermondsey

\
Elephant & Castle Yes
Canada Water Unlikely due to urban form in the area
Camberwell

Source: Architect 00, 2019

Table 25: Area Schedule, type 1

Commercial Space (sgm
NIA)

Ground Floor

AWS (sgm NIA)

Sub Total 1,560

.l ,750

Source: Architect 00, 2019

7.15. Assumptions:

Commercial led development

18m x 20m plot = 378 sgm footprint

5 storey building

Total building floor area 2268 sqm / 1683 sgm NIA

3 sided access

Minimum 10% AWS = 190 sgm
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e Residenfial = 360 sgm GIA / 288 sgm NIA per floor (assume 4no 2 bed per floor * 4 floors = 16 total housing
units). Building would need to be 10 storeys high (ground plus 9 storeys) to achieve 35 units and therefore
Affordable Housing threshold.

7.16. Recommended Specification:
e For a micro unit, the recommendation would be for a flexible specification to enable office, retail or light
industrial uses.

o CAT A+ fit out based on fenant input; for a small unit it is recommended that small power and any

utilities outlets are installed based on tenant input
o Suitable openings for extraction ventilation
o Independent exiract system
o 2.7m min to 3.5m floor to ceiling height
o Wide enfrance for access (leaf and a half or double door)
o Levelaccess from street to unit
o Allow floor finishes for 150mmm raised floor
o Small power to perimeter wall
o 3 Phase power needed for some light industrial uses

o Double door access to street
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Type 2 - Commercial Block A (< 10,000 sgft Affordable Workspace)

plant.

36
-

~
©
w0 void

N

, 55,55, 55,

GF
Commaercial Block A
143 msq AFW @ GF

TYPOLOGY 2 - Commercial Block A

[Jwe [Jw [] e [] commarsiatspace

o PublicEntrance <] Independant Access

. Affordable Workspace

1F
Commercial Block A
1300 msg AFW @ GF

Source: Architecture 00, 2019

7.17. Use types:

e Office (1-15 persons)
e Light Industrial (as 1 or 2 units) at ground only

e Independent Retail mixed with production workshop to rear at ground only

e Food & Beverage at ground only
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Table 26: Area Locations, type 2

Suitability of the area?

\
Southbank Yes

\
Elephant & Castle Yes

\
\

Unlikely due to size
\

Unlikely due to size

Source: Architect 00, 2019

7.18.  This typology could be generic enough to be located in several locations but Peckham and Camberwell

may be less likely (though they did have some site allocations with this size).

Table 27: Area Schedule, type 2

Commercial Space (sgm
NIA)

AWS (sgm NIA)

e
|
|
|
1|
4F 1,300 0
5F 1,300 0
|
|
s 1,300 0
8F 1,300 0
|
|
1106 Lk
1|
12,549

Source: Architect 00, 2019
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7.19.

7.20.

Assumptions:

Commercial led development

36m x 45m plot = 1620 sgm footprint

10 storeys building

Total building floor area 16,200 sgm / 12,549 sgm NIA
Island site

10% AWS = 1,440 sgm

Assume smalll scale AWS footprint, independent ground floor entrance and independent vertical access

to first floor, plus AWS workspace at entire first floor

Recommended Specification:

CAT A+ fit out based on tenant input; for a small unit it is recommended that small power and any

utilities outlets are installed based on tenant input

Suitable openings for independent extraction venfilation to each unit, possibly ventilation to street to

mitigate large service charge overhead

Independent exiract system to each unit

2.7m min to 5m floor to ceiling height

Wide street enfrance for access (leaf and a half or double door)
Level access from street to unit

Allow floor finishes for 150mmm raised floor for ground floor units; First floor unit to have raised floor

with input from operator on finish

Exposed services and cable frays to support flexible routing of small power; small power within floor

boxes

Consider exposed low cost durable material such as blockwork at ground floor unifs

Non sfructural partition walls at ground floor unifs to enable flexibility

3 Phase power needed for some light industrial uses at ground floor with independent meter

Suitable lift for ground fo first floor fo mitigate service charge overhead
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Type 3 - Micro Site Independent Retail (5,000 — 10,000 sqft Affordable Workspace)

D 36

GF
Micro Site Independant Retall
576 msq AFW @ GF

Source: Architecture 00, 2019
7.21. Use types:

e Light Industrial (as 1 or 2 unifs)
e Independent Retail mixed with production workshop to rear

e Food & Beverage

Date: December 2019

TYPOLOGY 3 - Micro Site Independant Retail
D wo D lift El atairs D Commercial space
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Table 28: Area Locations, type 3

Suitability of the area?

\

Potentially too large a plot size but feasible
\
\
\

Potentially too large a plot size but feasible
\

Potentially too large a plot size but feasible

Source: Architect 00, 2019

Table 29: Area Schedule, type 3

Commercial Space (sgm
NIA)

Ground Floor

AWS (sgm NIA)

Sub Total

Source: Architect 00, 2019

7.22. Assumptions:

Commercial led development.

10% of typical ground floor plate of 2,500 sgft = 250 sgft unit

3m deep x 8m wide unit could support micro retail

36m x 36m plot = 1296 sgm footprint

5 storeys building

Total building floor area 6480 sqm / 5896 sgm NIA

4 sided access
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7.23.

10% AWS = 590 sgm

5 Units - 9m deep x 7.2m wide = 64 sgm NIA

4 Units - 9m deep x 3.6m wide = 32 sgm NIA

WC/Kitchenette & service corridor to rear of each unit with external access
9 Units fotal

Recommended Specification:

CAT A+ fit out based on tenant input; for a small unit it is recommended that small power and any

utilities outlets are installed based on tenant / operator input

Suitable openings for independent extraction ventilation to each unit, possibly ventilation to street to

mitigate large service charge overhead

Independent exiract system to each unit

2.7m min to 5m floor to ceiling height

Wide street enfrance for access (leaf and a half or double door)
Level access from street to unit

Allow floor finishes for 150mmm raised floor for ground floor units; First floor unit to have raised floor

with input from operator on finish

Exposed services and cable frays to support flexible routing of small power; small power within floor

boxes

Consider exposed low cost durable material such as blockwork at ground floor units

Non structural partition walls at ground floor units to enable flexibility

3 Phase power needed for some light industrial uses at ground floor

Suitable lift for ground fo first floor fo mitigate service charge overhead

Durable material for internal service corridor such as blockwork and concrete or vinyl flooring

Robust communal kitchenette
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Type 4 - Commercial Block B (< 20,000 sqaft Affordable Workspace)

45

Typical commercial block

eyt TYPOLOGY 4 - Typical Commercial Block
AFW - 1440 sqm & 3F
D WC :] lift El atairs D Commarcial space

o Gerentfoooss <] indopendant Access . Affardable Workspace

Source: Architecture 00, 2019
7.24. Use types:

e  Micro Office / Office

Table 30: Area Locations, type 4

Suitability of the area?

Southbank Yes on riverside. Pofentially too high for Bermondsey street
Elephant & Castle Yes
Canada Water Yes
Camberwell Potentially too large a plot size but feasible

Peckham Potentially oo large a plot size but feasible

Source: Architect 00, 2019
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Table 31: Area Schedule, type 4

Commercial Space (sgm
NIA)

Ground Floor , 0

AWS (sgm NIA)

1,400

1,400

4F - 19F , 0
Sub Toftal , 2,800

Source: Architect 00, 2019

7.25. Assumptions:

Commercial led development

36m x 45m plot = 1,620 sgm GIA footprint

20 storey building

Total building floor area 32,400 sgm (GIA) / 27,860 sgm NIA

4 sided access

10% AWS = 2800 sgm

AWS office space at 2nd and 3rd floor plates (1,440 sgm each)
7.26. Recommended Specification:
o CAT A+ fit out based on tenant input; at this scale of space it is a potential option to seek developer

confribution fo enable the operator to install a more bespoke fit out to achieve CAT B to install

communal kitchens, small power distribution and internal partitions
o 2.7m min to 3.5m floor to ceiling height

o Independent access from street level to affordable workspace unit is ideal to mitigate high service

charge associated with shared reception, security and vertical lift.
o Raised floor to support services distribution

o Exposed services and ceiling cable trays to support flexible routing of small power in addition to

small power within floor boxes

o Suitable lift for ground to first floor fo mitigate service charge overhead
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o Robust communal kitchenette

Type 5 - Light Industrial, Mixed Use Development (10,000 — 20,000 sgft Affordable Workspace)

TYPOLOGY 5 - Commercial Led - Mixed Use

[0 we []uw [F5] stws 0] commerciatspace

[=]
w
4 Generaldccess <] Independant Access
. Affardable Workspace |:| Residential
N
1F-5F
Commercially led mixed with residential
480 msg AFW @ GF

Source: Architecture 00, 2019

7.27.  Sample site that request re-provision of employment with requirement to add residential in low rise existing

buildings

7.28. Use types:

o Office (12-18 persons)
e Light Industrial

e Independent Retail mixed with production workshop to rear
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Table 32: Area Locations, type 5

Suitability of the area?

R ————————
Unlikely due to urban form in the area; possibilities around Bermondsey Street and towards
Bermondsey
\
\
\
\

Source: Architect 00, 2019

Table 33: Area Schedule, type 5

Total Employment
Space (sgm GIA)

R R NN ———————
Ground Floor , ,

1F
|
oF
|
3F
1
4F
5F

Total GIA (sgm) AWS only (NIA) Residential (GIA)

2,750 230 0 2,520 1Bx13;2Bx 13

2,750 230 0 2,520 1Bx13;2Bx 13

2,750 230 0 2,520 1Bx13;2Bx 13
2,750 230 0 2,520 1Bx13;2Bx 13
\
Sub Total 17,150 4,550 480 12,600 130 its

Source: Architect 00, 2019

7.29.  Assumptions:

Commercial led development as re-provision of existing employment space

Assumes existing footprint of two blocks at 21m x 84m each

Re-provision of 3,600 sgm plus additional 10% AWS and residential units

84m x 60m plot

3,400 sgm Ground Floor GIA footprint

6 storeys building

Total building floor area 17,150 sgm (GIA)
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e 4sided access
e 10% AWS = 450 sgm (480sgm provided)

e AWS light industrial at ground floor

7.30. Recommended Specification:

Smalll power to perimeter wall

e incoming gas and electric supply may be required for larger units
e 3 phase power supply

e Capped drainage connection

e Independently metered units

e Suitable openings for extraction and ventilation to each unit

e Metered water supply point (minimum pressure 1 bar)

e Double door street entrance for goods in and out

e Llevelaccess

e Consider Heating, Ventilation and Air Conditioning for larger units/ This higher specification may be too

costly for some operations.
e Floor loading for light industrial use (5kPa) with durable floor such as concrete slab

e Ceiling can be exposed concrete with surface fixed M&E to enable change over fime
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7.31.

7.32.

7.33.

7.34.

7.35.

7.36.

7.37.

7.38.

7.39.

Viability considerations

This section of the report takes the conceptudlised workspace typologies, provided by Architecture 00, one
step further and considers the viability implications and considerations that could arise to deliver these new

workspace forms, in Southwark.

It should be noted that the assessment is not infended to be site specific, nor test all potential forms of

workspace development that could conceivably come forward.

A range of industry standard data sources have been used to inform the analysis, including Costar, EGi,
Molior, Land Registry, Nimbus, Zoopla to determine the values and cost assumptions. These have allowed us

to test key value and location characteristics that reflect the sub-areas markets.

Please note that the values and assumptions detailed in this section reflect a point in time, September 2019.
We stress that the following appraisals are not in accordance to RICS red book, and should not be relied on
for future valuations. Avison Young, remains the right fo amend the recommendations in this section should

new information come to light.

Appraisal methodology

In line with practice, the residual method of valuation has been used to establish a Residual Land Value
(‘RLV'):

Gross Development Value - Development Costs (including Developer’s Profit) = RLV

In order fo test viability, the RLV is compared to a Benchmark Land Value (“BLV"), the land value required to

incentivise a hypothetical land owner to promote development.

If the RLV is sufficiently greater than a BLV then the scheme is considered potentially commercially attractive
and a landowner is likely to be sufficiently incentivised to release the site for development. If the RLV is
roughly equivalent to the BLV then the scheme is marginally viable. If the RLV is less than the BLV then the
scheme is commercially unattractive and there is litfle incentive for the landowner to bring the site forward

for redevelopment.

Benchmark Land Values

There are a number of methods to determine the BLV. We are aware that the RICS Guidance Note!0
recommends a Market Value approach to determine the existing use value, and the GLA guidance
recommends a landowner’s premium of 20% on top of this. This approach has been adopted by a number
of studies, including the Industrial Intensification and Co-location study: Design and Delivery Testing (2018)

which forms part of the London Plan evidence.

For the purpose of this assessment, Avison Young have used MHCLG Estimate Land Value for Policy

Appraisals and recent transactional sales to establish BLVs.

10 RICS GN *Financial Viability in Planning’ (GN 94/2012, 1st Edition, 2012)
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7.40.

7.41.

7.42.

7.43.

7.44.

Table 34: Benchmark Land Values

Benchmark Land Value

per hectare

Office £289,000,000

Residential £67,300,000

Industrial £6,175,000

Source: Land value estimates for policy appraisal, MHCLG, 2017 and Costar, 2019

Different BLVs have been considered for each sub area which aligns with the highest competing land use

and type of land which we would expect schemes to be delivered on.

Therefore whilst we understand an existing use may be a car park for example, it is acknowledged that the
redevelopment of the plot will most likely be for residential (as the highest competing land use), and this will

ultimately influence the price that would be expect to be paid for the land.

This is with the exception of land designations. If a land is designated for employment, for example, whereby

future development is restricted fo this use, this would ultimately influence the price of the land.

Aligned to Figure 8 (quantum of office versus industrial floorspace), each sub area’s commercial mix is
predominantly industrial with the exception of the Southbank, which comprises predominantly offices.

Therefore the following BLVs, in Table 35, have been adopted for the testing.

Table 35: BLVs adopted for testing

Office Residential Industrial

Southbank

Elephant & Castle

Canada Water

Camberwell

Peckham

Southbank

Source: Avison Young

It is acknowledged that BLVs have always been a highly contested point of debate, within policy viability
appraisals. We are well aware that there are a number of different approaches that could be adopted, and
as such it imperative to understand that the outcomes of these appraisals are indicative only. It is

encouraged that as sites come forward, more detailed investigations are conducted.
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Typologies tested

7.45.  With regards to Table 23 and Architecture 00's comments on suitable locations, set out earlier in this section,
testing has been carried out where it is assumed typologies are most likely be delivered in the current urban
form. Therefore, testing of typologies has not been carried out where Architecture 00 has identified that
delivery may be “possibly feasible/unlikely.” Highlighted in black in the table below are scenarios which
have been tested. We have not tested the scenarios highlighted in red. The rationale is that although we
understand that the typologies could theoretically come forward in these locations, delivery is unlikely to be

feasible given the current urban form.

Table 36: typologies tested

Description Micro Site Medium Micro Site Large commercial Light industrial
VibEe) Usa commercial block | Independent Retail block Mixed-use
Southbank X X X X X
\
Elephant & Castle X X X X X

Camberwell X X

Peckham X X

Source: Architecture 00, 2019

Base assumptions

7.46.  Table 37 outlines the base assumptions used. This reflects industry standards and our previous knowledge and

experience in other projects of a similar nature.
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7.47.

7.48.

Table 37: Base assumptions

Profit blended GDV

Assumption

18%

Ground Rent

£300

4.00%

Externals

5%

Abnormals

£5

per sqft

Contingency

5%

total build costs

Stamp duty

5%

Stamp duty legal and sale fee

1.8%

Sale Agent Fee

1.0%

Sale Legal Fee

0.25%

Marketing Fee

1.0%

Applied to residential and commercial

Professional fees

7%

Finance rate

6.5%

Demolition

£5

per sqft

Source: Avison Young, 2019

Values and costs

The value and costs outlined in the following paragraphs are derived from reviewing the averages £ per sqgft

across the sub-areas. Whilst it is understood that higher rental prices may be marketed in these sub areas, we

would consider this fo be aspirational. To ensure that the outcome of the testing is robust, historical rental

data is analysed, and an average of achieved rents reflective of the sub area as a whole have been

adopted.

Residential Values

Table 38 shows the average residential values (£/sqft) across the different sub-areas. Please note that as the

typologies include a predominantly flatted residential component, we have only used the flatted average

values.
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Table 38: Average residential values - Flats only (average £/sqft)

Location Private Social Rent at 25% Intermediate at 75%

Southbank

Elephant & Castle

Canada Water

Camberwell £640

Source: Avison Young, based on Molior Data, 2019

7.49.  We have not carried out testing which varies the proportion of affordable housing in this assessment. The
rationale behind this is that there would be little additional analysis to consider. It is widely understood that
reducing the proportion of affordable housing in a scheme will improve the viability, and vice versa. For the
purposes of this assessment, we have assumed that affordable housing have been agreed at the minimum
requirement (as set out in the London Plan) as this is fo be expected of all schemes unless the developer can
in exceptional circumstances proves otherwise; affordable housing is a case by case matter which we are

unable to address in detail for this assessment.
Commercial Values
7.50.  Table 39 shows the prime, secondary and average commercial values across the sub-areas.

Table 39: Average commercial rents (£/sqft) and yields (%)

Industrial Office
Commercial values

Rents £/sgft | Yields (%) Rents £/sgft | Yields (%)

Southbank

Elephant & Castle

Canada Water

Camberwell

Source: Costar, 2019

CIL charges

7.51.  Table 40 outlines the gross CIL charges for each typology.
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Table 40: Gross CIL charges (£)

Gross CIL charge Type 2 Type 3 Type 4 Type 5

Southbank £662,012 £0 £0 £2,567,050 £5,792,602
Elephant & Castle £331,767 £0 £0 £0 £2,902,959
Canada Water £0 £0 £0 £2,902,959
Camberwell £82,181 £0
Peckham £331,767 £0

Source: Respective local authorities’ CIL Charging schedules, BCIS, and MCIL2 charging schedule, 2019
Build Costs

7.52.  To determine the build costs for the commercial and residential components, Avison Young have referred to
the information provided by BCIS (Building Cost Information Service). An average of the build cost per sgft

across sub-areas has been adopted for the assessment.

7.53. This is outlined in Table 41 below.

Table 41: Build cost (£/sqft)

Build costs 7 Light industrial Office R’(aﬂsﬂtee“;‘f'
B - 0209090 s
Type 2 £126
Type 3 £126
ypes £257
Type 5 £126 £230

Source: BCIS, Avison Young analysis, 2019
Timings

7.54. BCIS and Avison Young's previous knowledge and experience has been used to determine the
development timings for the appraisals. For the purposes of this exercise, it is assumed that the residential

and commercial component is sold at completion.
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Table 42: Development timings

Timings

Type Duration

1

Purchase

(Momhs)

Type 2

Duration

(Months)

inds
Retail

Type Duration \ Duration \ Duration \

3 Type 4 Type 5
(Months) | (Months) (Months)

Micro .

Pre construct

Construction

Sale

Source: BCIS, Avison Young analysis, 2019

Appraisal results

7.55.  The results of the appraisals are detailed in Table 43 to Table 48, and summarised in Table 49.

7.56.  The appraisals tests different level of discount (starting with peppercorn rent, or 100% discount) on 10% of the

fotal space being delivered as affordable workspace (as set out in the Design and Deliverability

Considerations chapter).

7.57. Further discount testing has been considered where the RLV, shows to be “not viable.” This includes the

respective discounts:

e 25% market rent paid (75% discount to the operator)

e 50% market rent paid (50% discount to the operator)

e 75% market rent paid (25% discount to the operator)
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Peppercorn rent (100% discount)

Table 43: Results - Residential land BLV - peppercorn rent

Camberwell |

Southbank |
Elephant & Castle |
Type 1 Canada Water |

[roaror |

Camberwell |

Southbank |
Elephant & Castle |
Type 2 | Canada Water |

[rogon |

Camberwell |

Southbank |
Elephant & Castle |
Type 3 | Canada Water |

[rogon |

Southbank |

Elephant & Castle |

Type 4 | Canada Water |

Camberwell |

[recoon |

- Residual Land Value ]
Residual Land Value per hectare Benchmark Land Outcome
Value per hectare
£11,304,000 £314,000,000 £67,300,000 Viable
£7,913,000 £219,805,556 £67,300,000 Viable
£4,236,000 £117,666,667 £67,300,000 Viable
£2,658,000 £73,833,333 £67,300,000 Viable
£46,784,200 £288,791,358 £67,300,000 Viable
£26,895,200 £166,019,753 £67,300,000 Viable
£16,950,800 £104,634,568 £67,300,000 Viable
£13,057,000 £100,748,457 £67,300,000 Viable
£8,614,000 £66,466,049 £67,300,000 Not Viable
£72,146,856 £445,350,963 £67,300,000 Viable
£583,354 £3,600,951 £67,300,000 Not Viable
£20,340,200 £125,556,790 £67,300,000 Viable
£18,320,364 £51,928,469 £67,300,000 Not Viable
£5,994,311 £16,990,677 £67,300,000 Not Viable

Camberwell |

Southbank |
Elephant & Castle |
Type 5 | Canada Water |

oo |

Source: Avison Young analysis, 2019
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Table 42: Results - Industrial land BLV - peppercorn rent

Camberwell |

NelUjjslelelal3 |
Elephant & Castle |
o1 [Conasovorer |

rogon |

Camberwell |

NelUjjslelelal3 |
Elephant & Castle |
w2 [Conasovorer |

[rogon |

Camberwell |

Southbank |
Elephant & Castle |
Type 3 | Canada Water |

[reoron |

Camberwell |

Southbank |
Elephant & Castle |
Type 4 | Canada Water |

[roaoar |

. Residual Land Value lielisite]
Residual Land Value per hectare Benchmark Land Outcome
Value per hectare
£11,304,000 £314,000,000 £6,175,000 Viable
£7,913,000 £219,805,556 £6,175,000 Viable
£4,236,000 £117,666,667 £6,175,000 Viable
£2,658,000 £73,833,333 £6,175,000 Viable
£46,784,200 £288,791,358 £6,175,000 Viable
£26,895,200 £166,019,753 £6,175,000 Viable
£16,950,800 £104,634,568 £6,175,000 Viable
£13,057,000 £100,748,457 £6,175,000 Viable
£8,614,000 £66,466,049 £6,175,000 Viable
£72,146,856 £445,350,963 £6,175,000 Viable
£583,354 £3,600,951 £6,175,000 Not Viable
£20,340,200 £125,556,790 £6,175,000 Viable
£18,320,364 £51,928,469 £6,175,000 Viable
£5,994,311 £16,990,677 £6,175,000 Viable

Camberwell |

NelUliglelela]q |
Elephant & Castle |
Type 5 | Canada Water |

rooron |

Source: Avison Young analysis, 2019
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Table 44: Results - Office land BLV - peppercorn rent

£11,304,000

Type 1 Southbank |

Residual Land Value

per hectare

£314,000,000

Office
Benchmark Land

Value per hectare

£289,000,000

Outcome

Viable

Type 2 Southbank | £46,784,200 £288,791,358 £289,000,000
Type 4 Southbank | £72,146,856 £445,350,963 £289,000,000 Viable
Source: Avison Young analysis, 2019
25% market rent (75% discount)
Table 45: Resulis - Residential land - 75% discount
. . Residential
Residual Land Residual Land Benchmark Land Outcome
Value per hectare
Value per hectare
Canada Water | £11,362,687 £87,675,054 £67,300,000 Viable
Elephant & Castle | £1,705,259 £10,526,290 £67,300,000 Not Viable
Elephant & Castle | £18,794,042 £53,271,094 £67,300,000 Not Viable
| £6,336,935 £17,961,834 £67,300,000 Not Viable

Source: Avison Young analysis, 2019

Table 46: Results - Industrial land - 75% discount

Type 3 Conodo Water |

Residual Land
Value

£11,362,687

Residual Land

Value per hectare

£87,675,054

Industrial
Benchmark Land

Value per hectare

£6,175,000

Outcome

Viable

Type 4 Elephom‘ & Castle | £1,705,259 £10,526,290 £6,175,000 Viable
Elephant & Castle | £18,794,042 £53,271,094 £6,175,000 Viable

Type5 P——7"—"
| £6,336,935 £17,961,834 £6,175,000 Viable

Source: Avison Young analysis, 2019

50% market rent (50% discount)

Table 47: Results - Residential land - 50% discount

Residual Land

Type 4 Elephant & Castle |

£2,654,564

Residual Land
Value per hectare

£16,386,198

Residential
Benchmark Land
Value per hectare

£67,300,000

Outcome

Not Viable

Elephant & Castle | £19,177,720 £54,358,617 £67,300,000 Not Viable
Type 5
Canada Water | £6,679,559 £18,932,990 £67,300,000 Not Viable

Source: Avison Young analysis, 2019
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75% market rent (25% discount)

Table 48: Results - Residential land - 75% discount

Residential
Benchmark Land Outcome
Value per hectare

Residual Land Residual Land

Value Value per hectare

Type 4 Elephant & Castle £3,949,071 £24,376,981 £67,300,000 Not Viable

Elephant & Castle | £19,606,398 £55,573,690 £67,300,000 Not Viable

Type 5
Canada Water £7,022,183 £19,904,147 £67,300,000 Not Viable

Source: Avison Young analysis, 2019

Outcome of testing
The outcome of the testing is summarised in Table 50.
Typology 1 and 2 is deliverable at multiple locations, at a peppercorn rent.

Where viability is challenged is the delivery of typology 3, 4 and 5 at Elephant and Castle and Canada

Water, particularly when considered against a Residential BLV.

Typology 4

There are a number of reasons attributing to this outcome. Typology 4 (pure office scheme), is challenged in
Elephant and Castle due to the office rents adopted (c.£24 psf) for the testing. Aforementioned, this reflects
the average rents achieved in the sub area, rather than headline rents. In relation to the latter, we have

seen asking rents of £27-£35psf for a handful of properties.

Our understanding of the Elephant and Castle sub market is that there has been limited speculative office
development. We are only aware of one permission granted (5-9 Rockingham Street) for a pure office/co-
working scheme in the last five years, with majority of office properties converted to residential, or residential-
led mixed use schemes with small ground floor office/retail units. Therefore it is not surprising that average
office rents are relatively low, given the lack of demand, in comparison to other sub areas. However, we
recognise that there may be schemes at the pre-application stage but as this is not publically available

information, we are unable to take this into consideration.

Looking at the position of the sub-markets and the rising rents in neighbouring Southbank sub area, it may be
that in the future Elephant and Castle becomes a more attractive office location, achieving the higher rents
outlined above. A sensitivity test has been carried out to defermine a slight increase in office rents base on

this hypothetical scenario, towards the viability of the scheme coming forward in Elephant and Castle.

Increasing the office rent by 10% and 20% and testing at differing levels of market rent paid on the
affordable workspace (0%, 25% and 50%) in comparison to the Residential BLVs, the viability position is

considerably different.

An increase of 20% to the market rent (c.£29psf) enables a peppercorn rent to be achieved for affordable

workspace component for typology 4.
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7.67.

7.68.

7.69.

7.70.
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An increase of 10% to the market rent (c.£26psf)enables a 25% discount (75% of market rent paid on the

affordable workspace) to be a viable proposition.

This sensifivity testing indicates that it is not unreasonable to consider 25% discount (75% market rent paid) for

the affordable workspace, for new schemes coming forward.

Table 49: Sensitivity testing — typology 4 - Elephant and Castle, Residential BLV

RLVs compared to 10% AWS 10% AWS 10% AWS 10% AWS
Residential BLVs no discount 25% MR paid 50% MR paid 75% MR paid

Rent @ £24psf
T
Rent @ £26.4psf

RENNGY&2c Sp:f £16,263,426 £17,601,080 £18,938,737 £20,276,394
20% increase

£11,786,186

Source: Avison Young analysis, 2019

Typology 5

For Typology 5, the outcome of the viability festing (when compared to a residential BLV) is unsurprising.
There are a number of different factors at play affecting the viability. Primarily this is due to the average
industrial and residential values adopted for the testing and the higher build cost needed to deliver the

residential tower.

As the typology is residential-led, the viability is primarily hinged on the residential values.

However, it should be recognised that when compared the Industrial BLV, typology 5 is able to be delivered
at Elephant and Castle, and Canada Water with the notion of a peppercorn rent for the affordable

workspace component.

Here we would expect public investment might be required to deliver this typology in these locations.
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Table 50: Testing summary

% rent paid

eppercorn 25% market rent 50% market rent 75% market rent
Southbank
_ Elephant & Castle y
[0}
Q | Canada Water
=
Camberwell y
Peckham y
Southbank y m
~ Elephant & Castle y
[0)
% Canada Water y
Camberwell
Peckham
Southbank y
@ Elephant & Castle y
[0)
'% Canada Water y y
y
[0)
% anaad are y y
a oe e
Pe a
O 010
) epnant & Lastle y ‘ y y
[0)
% anadaa wate m y Yy
d e e

Recommendations of discount:

7.72.  The following recommendations fowards discount applicable for workspace schemes are indicative of the
festing conducted above; however due to the limitations associated with the viability testing, we
recommend the Council’s position should be to consider detailed testing of proposed schemes on a case by

case basis.

e Southbank - Peppercorn

e Elephant and Castle — 25% discount/ no discount
e Canada Water — Peppercorn/ no discount

e Camberwell — Peppercorn

e Peckham - Peppercorn
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8.

8.2.

Intervention options

The analysis presented in this Report demonstrates there is a clear rationale and justification for public sector
intervention across Southwark to ensure an appropriate mix of workspace is delivered in the future and that

this space is affordable and accessible to a range of existing and fufure businesses.

This section focuses on the potential affordable workspace responses that could be adapted in policy to

support the delivery of the affordable workspace in each authority area.

Policy approaches

8.3.

8.4.

8.5.

8.6.

8.7.

8.8.

Specific Affordability Criteria (discounting rent)

Affordability is a key concern for a number of businesses, and has been a challenge in other parts of London

where major change has occurred.

A simple approach to addressing this issue would be fo require (in developments over a certain size) a sef

proportion of space to be delivered as affordable space, at a set rent discount to market rates.

This is the approach being adopted by Hackney Council in their draft LP33, with specific rates set for different
parts of the borough to reflect different market conditions. The London Legacy Development Corporation
uses a similar approach and suggests a starting point of 75% of market rent is appropriate — however this is

focussed at particularly uses and activities.

This is also similar to policy P28 of the New Southwark Plan which sets out that:

Developments proposing 500 sgm or more employment space (B Class Use) must:

3.1 Deliver at least 10% of the proposed gross new employment floorspace as affordable workspace on
site at discounted market rents; and

3.2 Secure the affordable workspace for at least 30 years at discounted market rents appropriate to the
viability of the businesses the space will be targeted for; and

3.3 Provide affordable workspace of a type and specification that meets current local demand; and

3.4 Prioritise affordable workspace for existing small and independent businesses on the site aft risk of
displacement. Where this is not feasible, affordable workspace must be targeted for small and independent
businesses from the local area with an identified need; and

3.5 Collaborate with the council to identify the businesses that will be nominated for occupying affordable
workspace.
4. If it is not feasible to provide affordable workspace on site, an in lieu payment will be required for off-site
affordable workspace.”

As discussed above affordability in the current workspace market is complex and the sefting of these
discounted rent levels is complicated by the varying and complex way in which different operators charge
for space. For example many include a range of other costs/benefits (such as service charges, rates, ICT,
level of fit out and incentives) and may not charge per area of floorspace but by desk or occupiable unif.

What is/isn't included in the rent is not consistent between providers.

It also needs to be clear who is benefitting from the discounted rent, an end user business or a workspace
operator. If the latter the affordability benefit may be weakened to businesses as the operator will need to

cover their costs from the rent they charge occupiers.
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8.9.

8.10.

8.12.

8.13.

8.14.

8.15.

8.16.

This approach could therefore have some complications in ifs application with the authorities needing to
understand in detail the ferms on offer and how it aligns o a simple affordability metric (£/sgm), it would also
need to keep an accurate and up to date understanding of prevailing rents for the type of space being
proposed within their respective boroughs. This could be managed through the pre-application process

alongside the other planning issues.

A further challenge may be that, even with a threshold in place, a proportional requirement as part of an
overall development could result in a ‘pepperpotting’ of small workspaces across the borough, which would

present operational challenges in terms of the cost of management.

Policy P38 of the New Southwark Plan would lead to the delivery of affordable workspace units as small as 50
sgm, which are unlikely, as standalone units, to be operationally viable for most commercial operator and

challenging for any kind of operator, including charities and non for profit organisations.

It may therefore be beneficial for the policy to seek to establish an investment pool from ‘in kind' payments,
which can then be used to deliver a more meaningful scale workspace that offers a viable proposition for
operators. The contribution rates should reflect up to date build cost estimates for an appropriately specified

permanent workspace building.

Directing the Specification

A discounted rent approach can help secure affordable space, however it provides the authorities with
limited confrol or influence over the type of space that is being delivered and therefore would not

necessarily create affordable space of the type needed.

Borough policy could include greater direction and confrol over the level of specification in commercial
floorspace provided to ensure it meets the needs identified in this study and also can respond to changes

over time to encourage space that can respond to changing demands over fime.

Key considerations for engaging this approach would be:

e Creafte a Design Guide fo set requirement for spaces to be fitted out to basic usable standard
(Category A fit-out: facade; plumbing, electrics and ICT as a minimum), this will apply to both end user

and operator based models.

e Ensure space does provide an opporfunity for end users fo be able to ‘customise’ space where an
operator is not used — this an enhanced shell and core that allows sub-division. This is partficularly

important for end user focused developments.

e Opfions exist to extend the guidance from ‘fit out’ to types and use classes, which could help broaden

the range of space provided.

e The authorities would need to maintain an up fo date understanding of needs of businesses in the areq,

to be certain of what is being requested from developers.

Alternatively, the borough could require developers to demonstrate pre-planning the suitability of the design

fo meet current local demand (in collaboration with an identified workspace operator).
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8.17.

8.18.

8.19.

8.20.

8.21.

8.22.

8.23.

8.24.

Directing the Target Occupiers

This study has identified a number of activities that currently underpin Southwark’s economy and are likely to
be important in the future. Many of these are also likely to be impacted most significantly by a loss of space

and increasing costs.

The authority could seek to actively protect and promote these specific sectors and require new
developments to provide space to the existing level of floorspace in a form suitable for occupation by
businesses within the creative/cultural, production-based or industrial economy. This would need to be

considered subject to viability.
In pursuing this approach policy:

e Would need to be supported by more detailed guidance on specification and (potentially)

procurement parameters.

e Would require clear and up fo date evidence of businesses requiring space. The authority (or another

partner) could populate a ‘waiting list’ of occupiers.

e Developers would need fo be given clear guidance on the required use classes within their
developments, which would help maintain a diversity of stock, given ‘sector’ needs cut across a range

of use classes and activities.

This approach would help existing businesses fo remain in Southwark, and ensure similar businesses can
locate here in the future. However, it does risk the policy becoming outdated quickly as the economy
continues to evolve, new sectors emerge and demand increases for other forms of space or business
activity. This approach would therefore likely result in significant levels of challenge and/or discussion with

developers over levels of demand.

Specify Workspace Providers

Many boroughs in London (including Southwark) have developed, or are in the process of developing,
approved workspace provider lists, either for whole boroughs or specific areas. The authority must ensure
that the Workspace Provider list closely aligns with the scale and type of space that will be delivered in the

borough.

Southwark policy could reinforce the requirements to for developers to deliver a proportion of affordable
space in their development, with the operator coming from the list. It is important, if working with an
approved workspace provider list, to keep this list up to date and constantly review it to recognise the rapid

evolution of the market.

Given the future nature of demand, the workspace provider list should include a range of operators who

specialise in the provision and management of office/studio space and workshop/light industrial spaces.

In the first instance the authorities would need to ‘vet' the providers through a procurement process,
completing appropriate due diligence to ensure they can reliably be used to manage workspace. This will

create confidence with developers that operators won't have a negatfive impact on their overall
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8.25.

8.26.

8.27.

8.28.

8.29.

development, crifical in managing risk. The authorities could then act as a broker or intermediary to

infroduce developers to operators in order to secure appropriate affordable workspace provision.

To further manage risk, the authority could use a similar approach fo Islingtfon, where the Council is assigned
a lease at a nominal cost (or even assigned the freehold) and then invites proposals from their workspace
provider list fo operate the space. This transfers all of the risk away from the developer as the authority
effectively guarantees the appropriate use of the workspace provided. In appoinfing the operator the
authority can then shape the offer to directly meet local needs, with opportunities to achieve a wide set of

social, financial or other outcomes.

Whichever of the routes is pursued, the following need to be addressed to ensure a policy/intervention

functions properly:

e Needs clarity on expected length of agreement (10/ 20 years+ / perpetuity) to allow operators to secure

funding.

e The way in which a 'registered operator' list is created and managed is critical. Would there be
suitable procurement with regular and robust assessments of operators’ processes, resilience and
finances, impact evaluation, rent setting and other policy assessments, charities commission/other
governance ratings and ongoing market engagement to ensure it includes new and relevant entrants.

This is not a small job and could be taken on regionally (i.e. lead from the GLA).

e The procurement process/vetting process will need to be transparent and secure a range of providers to
prevent developers challenging the list or raising concerns about how provision could affect the overall

value of their development if the quality of provision/activity is not guaranteed

e The developer needs to provide certainty through the planning process to enable commercial
discussions, this (borrowing from Islington’s approach) could include policy wording such as [the
developer shall provide] “suitable evidence of commitment to provide this from a third party and Heads

of Terms agreed” or similar formulation as condition

Brokerage and Intervention to Create Partnerships

Similar to the approach above, although less formal, the authority could operate outside of the policy
through its economic development and regeneration teams to support the development of new
partnerships between developers and operators. Rather than an approved list, the authority could maintain
a contact database of providers inferested in the borough, or who are known fo deliver the type of space

the borough requires.

Through pre-application processes the authority could then seek to bring parties fogether to develop any
workspace concept, ensuring space is tailored fo local requirements across sectors, leading to agreement

(on spec and lease terms) subject to approval.

This requires much lower levels of resource for the authority than an ‘approved’ list and would expose the

authority to lower risk. The authority involvement may sfill be required to:

e Ensure space is failored to specific provider needs — with pricing and specification aligned to providers

understanding of the market demand
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e Secure certainty through including “suitable evidence of commitment to provide this from a third party

and Heads of Terms agreed” or similar formulation as a planning condition
e Seek clarity on expected length of agreement (10/20 years+ / perpetuity)

e Ensure any alternative providers proposed by the applicant are suitable, seeking sufficient evidence

(heads of terms etc.) that provider is credible and an integrated part of the team.

By working with developers and providers the process would help alleviate developer concerns over quality
of provision, demand for space and impact on wider scheme value, however much of the risk would be on

the developer to secure an appropriate operator.

This would require the authority to actively seek opportunities to take on space themselves if they wanted to
create workspace operator model. This could be done by either acquiring space outright from the market,

or negotiating with developers to provide a proportion of space

An Exceptions Approach

As discussed in previous chapters of this Report, financial contributions could be sought if the delivery of
workspace at a given site is not feasible. This may be an appropriate mechanism, which allows for authority

fo pool monies to deliver workspace elsewhere.

The financial conftribution should, at minimum, equate to the total cost of bringing forward the space as is.
Therefore the base build cost £ sgft mulfiplied by the gross total floorspace. It is cautioned that this is a
simplistic approach to calculating financial contributions, and it is advised that build costs used by
developers are scrutinised, and up to dafe (accounted for inflation efc.) build costs are provided to ensure
that the right monetary sum is received. Allowances beyond ‘base’ build costs should also be considered to

ensure they offer no positive financial incentive to a developer in comparison to on-site provision.

Beyond this ‘offsite’ contribution the authority should not seek to limit the imagination and innovation that
the private sector can deliver and should focus on establishing clear objectives without being overly

prescriptive in relation fo the delivery method.

To encourage and enable private sector innovation any of the options considered above could be
supported by an ‘exceptions’ policy which could be applied where it can be demonstrate an alternate
approach would meet the overall aims of the policy. This would still provide a strong signal to the market and

help encourage innovation in provision and partnerships that could benefit the authority area overall.

The onus would pass to the scheme promoter to demonstrate the benefits of the approach, with the
authority needing fo seek clarity and reassurance on key issues such as approach to lefting, terms of
agreement, frack record of provider, overall workspace strategy for the development (any support from

specialist 3rd party advisor efc.) and evidence of demand for this space.

From the authority’s perspective it would need to ensure it had sufficient knowledge and support to be able
fo assess incoming proposals, which could be in house or drawn from the GLA Special Assistance or Open

Workspace feams.
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8.38.

8.39.
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8.41.

8.42.

8.43.

8.44.

8.45.

8.46.

Planning policy is only one tool available to the London Borough of Southwark. By bringing together other

departments and activities there are wider interventions that could be made.

Make the most of existing stock

Southwark, before investing (directly or indirectly, through planning policy) into the provision of workspace in
new development should consider making the most of existing stock and assets, as existing (older) space is

often more affordable than new space.

Southwark could consider using planning policies to build up funds (off-site contributions) that would be used
for either converting some of their own under-used assets or purchasing existing space, giving them control

over the future use and terms of use of the space. Note that this will require a more interventionist approach.

Additionally, collaboration between the council and the GLA should be prioritised in order fo improve the
visibility of the existing offer in the borough. Desk-based research have shown major discrepancies between
data available (and marketed) in regards to affordable workspace. For instance, the GLA Open Workspace
Database identifies just a few workspaces within the Southwark area; whilst our research identifies circa 40
spaces in this borough. Greater collaboration with the GLA would provide greater visibility for those

workspaces and attract businesses as well as investors info Southwark.

Scale and Aggregation of Space

The analysis in this report has identified a significant challenge in the long term operation of affordable
workspace when the spaces secured are standalone, of relatfively small scale or dispersed across a large

areaq.

As noted in other recommendations, the acceptance of financial contributions in some instances may be

an appropriate mechanism for ensuring space delivered can be viably operated over the long term.

However, this may mean that workspace provision is not well distributed across Southwark — an important
consideration when one key reason for delivering affordable workspace is to provide economic

opportunities for a wide range of communities.

An alternate mechanism could be for the authority to take a more direct role in the future provision of
workspace, acting as an ‘aggregator’ of space across the area to create packages of floorspace that can
then be operated viably. There will be limits fo this approach in terms of the efficiency of management and

the logistics of operating a dispersed array of units.

This role would essentially position the authority as an intermediary, which could also help address the
potential challenge of poor understanding/experience in the development sector in the delivery of
affordable workspace. Many developers don’t have the knowledge or connections fo engage in delivery,
so a ‘readymade’ solution for them will help bring space forward - critically it could provide a consistent
point of engagement early in the planning process to help shape space solutions, lease arrangements and

delivery process.
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8.55.

8.56.

8.57.

There are likely to be two main approaches to fulfiling this infermediary role, both would need detailed

feasibility testing to roll out.

The first would be for the authority to partner with a provider(s) at a strategic level, with the authority seeking
fo take the headlease on new space delivered (therefore using their covenant to ‘de-risk’ development)
with a back to back agreement in place for the operating partner to then lease and operator the space

from the authority.

This would provide certainty for both the developer and operator with the operator in particular having a

secure pipeline of long term space against which they could secure finance to scale up their operations.

The key challenge for this approach is the scale of the affordable workspace provider sector and the
number of organisations that could play the role as provider alongside the authority. However, as described

the ‘secure’ pipeline could help existing operators scale.

The second approach would be for the authority to build their own operator vehicle, therefore not only

taking the headlease on space from the developer but then operating the space itself.

This would clearly have much greater resource and risk implications, however it would give the authority
much more direct control over the operation of the space and how affordable workspace is targeted to

meet key objectives.

Such an intermediary role would agree to take up the mixed use employment spaces early in development
process, make sure they are delivered to the right specification and conditions and position them
appropriately for end users. By managing letting processes they could exert control of who end users are
and the wider outcomes workspace can help achieve, by having a known partner carefully managing
lettings residential developers and future residents will be reassured activity would remain compatible in

mixed use schemes.

The intermediary may also be able to balance between more affordable and more commercial unifs to
help protect and promote affordable space whilst still maintaining a viable business model overall. For
example it might have flexible rent policy which sets a general long-term expectation on yield across its

portfolio, enabling it to vary individual rents to respond to needs and context.

Even if the Southwark do seek fo create a new operational vehicle it would require a clear policy position
that ‘required’ developers to work with the authority. As such it would need to link to other recommendation

in this study around policy wording, Section 106 principles etc.

Shared investment

As shown in our high level assessment of deliverability and viability in some locations and with some
typologies securing delivery of affordable workspace through private sector contribution will be challenging

as schemes are of marginal or negative viability, assuming a high level of discount.

Unlocking the delivery of more affordable workspace across Southwark, and the subsequent social and
economic benefits this can create, is likely to therefore require a broader investment strategy that allows

private contributions to be pooled with public resources.
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A new revolving investment fund, focussed on unlocking the delivery of workspace, could help to ‘smooth’
the investment curve by balancing large upfront capital costs with a longer term return perspective to help

providers or businesses with initial fit out, equipment or other set up costs.

The operation of such a fund could mirror the Opportunity Investment Fund which Haringey created to help
businesses in Tottenham, which combined loan and grant payments, allowing some money to be ‘recycled’

across projects.

A key challenge for such a recycled fund will be scale (and the ability to have a large enough investment
portfolio) and the delay between investment and return. Many funds that operate at a local level have
struggled with ensuring the pipeline is self-sustaining over time, the more successful ones (e.g. Manchester

Evergreen Fund) have been deployed over much larger areas.

There are also limitations to relying solely on repayments to replenish a revolving fund, in particular the fact
that the income delay the fund is seeking to address will also delay repayments, meaning slower refurn of
funds to the source and therefore limited ability to reinvest. The inclusion of a ‘top up’' mechanism
(potentially using retained business rates or developer contributions) may therefore be necessary to ensure
the fund works effectively. The predictability of business rates income could be particularly helpful given it
has a regular and reliable flow of money into the pot than if developer contributions formed the additional

source.

The creation of this fund to create some certainty around workspace provision, with a clear timetable for
investment and a more predictable ‘pool' of funding could also help develop a stronger pipeline of
projects, with those seeking to access the funds able to plan a project knowing the fund will be accessible,
rather than reacting fo a new funding opportunity in a short fimeframe once it is announced. This should
help both the quality of the projects supported and also the success rate in terms of their ability to pay back

any loans.

Eligibility criteria and measuring success

This study has been clear in its conclusion that affordable workspace can be a valuable tool in meeting
objectives, however it will require the creative use of limited resources to ensure it has the most impact.
Affordable workspace should therefore be carefully targeted to ensure those businesses that are most in
‘need’ of support are those that benefit — therefore it will be important to establish Eligibility Criteria alongside

any provision requirement.

Criteria for how affordable workspace may be accessed will vary depending on the key objectives of the
workspace and the corporate objectives, as well as how these align with other policies of the Local
Authority.

Southwark may use a form of evaluation o quantify and justify expenditure such as a Cost Benefit Analysis
(e.g. Manchester New Economy). Such social value calculators can quantify the social and economic value

and return on investment in addition to the solely financial return in the form of rent.

Method:
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8.2

8.68.

8.69.

Define the Corporate Objectives for the workspace

Are the objectives primarily Economic or Social

Does the workspace need to refurn financial income or socio economic oufcomes

Is the affordable workspace infended to achieve:

Economic output

increase new micro SME births
promote specific sector growth

address market failure / mitigate loss of existing businesses due to lack of appropriate space provision -

upscale existing early stage / frading businesses (info larger scale employers)
encourage inward investment info local area
promote innovation

promote diversification of the local economy and support local supply chains (Social Value Act 2012)

Social

local community businesses (charitable organisations, social enterprises efc.)

provide access to BAME businesses and employment

provide access to local residents or other specified groups

promote diversity (women, LGBTQ, non FE/HE educated groups)

stfrengthen local economy (e.g. talent retention of HE/FE graduate talent from local institutions)
support businesses displaced by regeneration or land sale

support skills, talent development

support organisations/businesses making positive conftribution to local socio - economy

The criteria for “who is eligible for space” may include a variety of sfructures. It is important to note that

often, a viable workspace model is comprised of a variety of users - those able to pay higher rent / make

other forms of confributions, to users requiring more subsidy. Therefore, different criteria may be used to

apply fo different segments of users. The mix of users may be dependent on the business model of the

workspace operator. In approximate terms, an operator may have a model comprised of three financial

categories for users.

Supported Rate (i.e. subsidised / free / heavily discounted)
Affordable Rate (below market rent)

Market Rate (rent that is competitive against commercial workspace)
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Therefore the authority should question what proportion of financial return is required and therefore what

proportion of socio economic impact is desired.

The criteria may also be applied on entry and/or regular review (e.g. 6 months, 1 year, 2 years). Some
criteria have varying lengths of time to be able fo generate and evaluate. For example, an annual survey
provides sufficient time for users to collate company accounts and contribute to a survey for evaluation,
where an operator is unlikely fo have resources fo conduct case by case evaluations. Although a definitive
fenure model can guarantee a churn of businesses and regularly free up access to the programme/space, it
can also mean the loss of a business from the borough once the term is over, and does not allow for

businesses to embed in the local area and naturally move on to other spaces as they grow.

Measures of performance and business growth can also vary based on the authority's objectives, going
beyond a measure of business growth by annual turnover to, for example, account for the contribution of
businesses and organisations that achieve lower growth (such as in the 3rd sector or many maker and craft
businesses) than tech businesses for example, but can gradually grow to becoming London Living Wage
employers or take on Apprentices. Therefore, the corporate objectives need to be defined first before the

allocations criteria and measures of impact can be defined. The list below suggests some of these options:

Definitive Tenure

e linked fo a programme / accelerator

e length of time dependent on stage of business (e.g. 1-2 year for pre-trade ideation / first 6 months of

frading stage, 2 years for early stage business / revenue generating)

o

Measures of business growth

e against a business plan (units of sales)
e defined increase of turnover or profit
e growth in employee numbers

e inward investment / business is new to the authorities

Measures of impact

e organisafional type (charity / not for profit / social enterprise)

e number of (new) employees who are BAME

e number of (new) employees who are local residents

e number of (new) employees from another specific group

e number of (new) female employees

e acfivities that create benefit for beneficiaries identified as target groups for the LA
e Look atimpact / KPl outcomes in HIS lease

Check against diversity agenda (gender, LGBTQ, BAME)
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8.77.  The analysis considers dynamics and needs at a local level, considering in turn the situation in five of the six
key sub-areas in the borough — Bankside, Elephant & Castle, Canada Water, Peckham and Camberwell. The

fifth sub-area (the Old Kent Road) is subject to its own study, which was published earlier in 2019.

8.78.  The report also consider the question of viability to determine the level of discount on market rent can, for a

generic scheme, be demanded from a developer (and associated quantum of space).
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LQ (vs Inner MSEs Count
Industry (2 digits SIC Code) QI_c(mdon) vj:k/:sl_?}isl 2010 2018 % change
2018 2010-2018

: Crop and animal production, hunting and related service activities 0.64 1 10 10 0%

: Forestry and logging 1.21 0 0 5 0%

: Fishing and aquaculture 0.00 0 0 0 0%

: Mining of coal and lignite 0.00 0 0 0 0%

: Extraction of crude petroleum and natural gas 0.00 0 0 0 0%

: Mining of metal ores 0.00 0 0 0 0%

: Other mining and quarrying 0.00 0 0 0 0%

: Mining support service activities 3.14 0 0 5 0%

: Manufacture of food products 1.41 4 20 50 50% \

: Manufacture of beverages 2.54 2 0 30 0%

: Manufacture of tobacco products 0.00 0 0 0 0%

: Manufacture of textiles 0.58 0 15 10 |]33%

: Manufacture of wearing apparel 0.81 3 15 35 33% \

: Manufacture of leather and related products 0.00 0 0 0 0%

: Manufacture of wood and of products of wood and cork, except |
furniture;manufacture of articles of straw and plaiting materials 157 0 10 15 T%

: Manufacture of paper and paper products 0.00 0 5 0 100%

: Printing and reproduction of recorded media 1.64 11 115 100 || 13%

: Manufacture of coke and refined petroleum products 0.00 0 0 0 0%

: Manufacture of chemicals and chemical products 0.00 0 5 5 0%
H"‘Z'Ij/,\‘(irlL:J’T\CV}‘(fTUI’e OT BASIC PharMAaceUuTICal producTs and pnarmaceuTical 0.00 0 5 5 0%

: Manufacture of rubber and plastic products 1.10 1 5 10 100%

: Manufacture of other non-metallic mineral products 0.00 0 5 10 @

: Manufacture of basic metals 0.00 0 5 0 [.1 00%

: Manufacture of fabricated metal products, except machinery and equipment 0.68 3 55 55 0%

: Manufacture of computer, electronic and optical products 0.56 2 20 20 0%

: Manufacture of electrical equipment 0.63 1 15 00%

: Manufacture of machinery and equipment n.e.c. 0.00 0 10 10 0%

: Manufacture of motor vehicles, trailers and semi-trailers 0.00 0 5 0%

: Manufacture of other transport equipment 0.00 0 10 0%

: Manufacture of furniture 0.28 1 20 20 0%

: Ofther manufacturing 0.29 1 25 40 @%

: Repair and installation of machinery and equipment 0.00 0 10 20 M

: Electricity, gas, steam and air conditioning supply 1.33 1 0 115 0%

: Water collection, freatment and supply 0.00 0 0 0%

:Sewerage 0.00 0 0 0%

: Waste collection, freatment and disposal activities; materials recovery 0.41 1 10 15 @%

: Remediation activities and other waste management services 0.00 0 0 0 0%

: Construction of buildings 0.80 7 285 410 g%

: Civil engineering 1.69 16 40 115 88% ‘

: Specialised construction activities 1.18 24 305 425 g‘?%

: Wholesale and retail frade and repair of motor vehicles and motorcycles 0.93 13 135 120 |] 1%

: Wholesale trade, except of motor vehicles and motorcycles 0.94 12 490 510 4%

: Retail trade, except of motor vehicles and motorcycles 1.05 18 1,070 1,365 QS%

: Land fransport and transport via pipelines 1.23 18 90 135 @%
LB SOUTHWARK (total) 12,685 17,605 @%
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LQ (vs Inner MSEs Count
Industry (2 digits SIC Code) London) #.MSOAS % change
o1 | WG| 2000 | 2018 ) 0o

: Water transport 1.50 2 20 10 I 50%

: Air transport 0.00 0 0 0 0%

: Warehousing and support activities for transportation 0.76 8 70 70 0%

: Postal and courier activities 1.13 10 50 75 @%

: Accommodation 0.55 3 35 80 29% \

: Food and bev erage service activities 1.18 19 210 1,135 ]25%

: Publishing activities 1.18 17 140 190 6%
Om:jl\:\nzfsii:nprﬂ;l‘rit:;i;gis:;/;:: television programme production, sound recording 0.86 12 300 485 EZ%

: Programming and broadcasting activities 0.37 2 10 20 100%

: Telecommunications 0.79 5 55 65 ] 18%

: Computer programming, consultancy and related activities 1.33 26 875 1,710 @

: Information service activities 0.85 10 70 100 ]43%

: Financial service activities, except insurance and pension funding 0.66 5 340 230 -32%

:Insurance, reinsurance and pension funding, except compulsory social security 0.79 2 20 20 0%

: Activities auxiliary to financial services and insurance activities 0.59 3 130 225 @%

: Real estate activities 0.65 2 450 595 ]32%

: Legal and accounting activities 0.57 1 380 540 th%

: Activities of head offices; management consultancy activities 1.06 15 1,080 1,845 @%

: Architectural and engineering activities; technical testing and analysis 1.46 23 435 635 ]16%

: Scientific research and dev elopment 0.46 2 35 45 ]29%

: Adv ertising and market research 1.26 18 240 420 @%

: Other professional, scientific and technical activities 1.27 23 625 925 }8%

: Veterinary activities 0.00 0 5 15 200%

: Rental and leasing activities 0.92 7 70 85 ]2]%

: Employment activities 0.64 4 155 275 @%

: Travel agency, tour operator and other reservation service and related activities 0.68 5 65 85 ]3]%

: Security and inv estigation activities 0.89 8 40 85 1 13%

: Services to buildings and landscape activities 1.25 20 310 330 6%

: Office administrative, office support and other business support activities 0.93 14 540 885 E%

: Public administration and defence; compulsory social security 0.52 2 85 40 I:I -53%

: Education 1.20 20 265 310 | 17%

: Human health activities 0.97 17 235 350 39%

: Residential care activities 0.73 7 925 75 |] 21%

: Social work activities without accommodation 1.68 25 390 410 ‘ 5%

: Creative, arts and entertainment activities 1.13 16 530 620 ] 17%

: Libraries, archives, museums and other cultural activities 0.00 0 25 35 ]40%

: Gambling and betting activities 1.15 9 90 75 [I -17%

: Sports activities and amusement and recreation activities 0.90 15 80 145 IE]%

: Activities of membership organisations 1.29 19 225 225 0%

: Repair of computers and personal and household goods 0.58 4 35 50 ]43%

: Other personal service activities 1.13 17 385 395 3%

: Activities of households as employers of domestic personnel 0.00 0 0 0 0%
ho;gen:gll;esrfeonrﬁ;\:/er:dugsZods— and services-producing activities of private 0.00 0 0 0 %
99 : Activities of extraterritorial organisations and bodies 0.00 0 0 0 0%
LB SOUTHWARK (total) 12,685 | 17,605 | | 39%
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Industrial Section SIC 2 Digit Industry

Manufacture of food products
Manufacture of beverages
Printing and reproduction of recorded media

Manufacture of fabricated metal products, except
machinery and equipment

Manufacturing

Manufacture of computer, electronic and optical
products
Other manufacturing
Construction of buildings
Construction Civil engineering
Specialised construction activities
W holesale and retail trade and repair of motor

. vehicles and motorcycles
Wholesale and retail trade;

repair of motor vehicles and
motorcycles

W holesale frade, except of motor vehicles and
motorcycles

Retail trade, except of motor vehicles and
motorcycles

. W arehousing and support activities for
T portation and storage TS
i

Accommodation and food
. Food and beverage service activities
service activities

Publishing activities

Motion picture, video and television programme

production, sound recording and music publishing
Information and activities
communication Programming and broadcasting activities
Computer programming, consultancy and related
activities
Information service activities
Financial service activities, except insurance and
pension funding
Insurance, reinsurance and pension funding, except
compulsory social security

Financial and insurance
activities
Activities auxiliary to financial services and
insurance activities

Real estate ac Real estate act

Legal and accounting activities

Activities of head offices; management consultancy

activities
Architectural and engineering activities; technical
testing and analysis

Professional, scientific and
technical activities
Scientific research and development

Adv ertising and market research

Other professional, scientific and technical activities

Rental and leasing activities

Employment activities
Administrative and support
service activities

Travel agency, tour operator and other reserv ation
service andrelated activities

Services to buildings and landscape activities
Office administrative, office support and other
business support activities

X - Repair of computers and personal and household
Other service activities

goods

Other personal service activities

Date: December 2019

Arts, entertainment
recreq Creative, arts and entertainment activities 0.77 0.85 1.18 281 2.7% 32.0%

Report Title: Southwark Council Affordable Workspace Support

LQ LQInner |LQGreater Sumof %oftotal # MSEs Growth
Southwark| London London LQs MSEs (2016-2018)
0.58 0.82 0.74 2.14 0.2%
0.48 1.23 1.63 &5 0.1%
1.45 227 223 595 0.8% -16.7%
0.53 0.75 0.49 1.77 0.2% 0.0%
1.45 1.55 1.35 4.35 0.2% 0.0%
1.09 0.80 0.93 2.82 0.2% 0.0%
117 0.88 0.67 2.72 2.7% 13.8%
0.63 117 0.69 2.49 0.4% -28.6%
0.51 0.58 0.25 1.34 1.2% -11.8%
0.36 0.43 0.19 0.98 0.2% 0.0%
117 1.06 0.90 3.13 3.4% 5.1%
0.59 0.59 0.54 1.71 4.5% 7.8%
1.45 1.22 0.99 3.66 0.6% -12.5%
1.00 1.15 1.24 8189 6.4% 9.9%
1.22 1.49 2.06 4.78 1.3% -5.9%
0.66 0.56 0.74 197 1.8% 57.1%
0.73 0.52 0.61 1.86 0.1% 0.0%
0.97 1.23 1.1 BIS] 9.4% 11.8%
1.31 1.25 1.52 408 0.7% -10.0%
1.89 1.21 176 486 2.5% 429%
291 2.20 285 7.95 0.3% 300.0%
1.68 1.01 1.42 4.11 2.1% 30.0%
1.42 0.88 1.01 831 48% 7.4%
1.00 0.54 0.67 221 3.1% 2.8%
1.08 1.09 1.24 3.41 11.3% 5.4%
1.40 1.89 1.86 5.14 5.0% 52%
1.29 1.28 1.73 4.30 0.3% 33.3%
1.28 1.59 2.08 496 3.1% 12.1%
0.85 1.03 1.22 3.10 4.5% -16.9%
1.20 1.36 117 BV 0.6% 0.0%
1.53 0.94 1.29 376 2.4% 20.8%
1.71 1.45 1.61 477 0.8% 25.0%
1.19 1.44 1.33 BICE 22% 0.0%
1.10 0.98 1.06 3.14 5.5% 24.1%
0.97 1.34 1.53 3.83 1.2% -6.3%
0.29 0.32 0.25 0.87 0.1% -50.0%
1.03 1.10 0.99 3.13 2.3% 0.0%
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X . e LQ LQlInner [LQCreater Sumof %oftotal # MSEs Growth
Industrial Section SIC 2 Digit Industry
Southwark| London London LQs MSEs (2016-2018)
. Manufacture of wearing apparel 1.75 1.41 1.57 4.72 0.3%
Manufacturing
Printing and reproduction of recorded media 0.61 0.95 0.94 2.50 0.3% -50.0%
Construction of buildings 0.75 0.56 0.43 1.73 1.7% 66.7%
Construction Civil engineering 1.06 1.97 117 4.20 0.7% 0.0%
Specialised construction activities 0.58 0.65 0.28 1.50 1.4% -33.3%
W holesale and retail trade and repair of motor
. 0.51 0.60 0.27 1.38 0.3%
5 vehicles and motorcycles
W holesale and retail trade; -
. X W holesale trade, except of motor vehicles and
repair of motor vehicles and 0.96 0.87 0.74 2.57 2.8% 14.3%
motorcycles
motorcycles - -
Retail trade, except of motor vehicles and
1.03 1.03 0.95 3.01 8.0% 9.5%
motorcycles
. W arehousing and support activities for
Transportation and storage . 0.87 0.73 0.60 2.20 0.3% 0.0%
transportation
Accommodation and food X L
. e Food and beverage service activities 1.24 1.43 1.54 4.20 8.0% 4.5%
service activities
Publishing activities 0.97 1.18 1.63 3.77 1.0% -25.0%
Motion picture, video and television programme
X production, sound recording and music publishing 0.88 0.75 1.00 2.63 2.4% 0.0%
Information and R
N activities
communication -
Computer programming, consultancy and related
. 1.07 1.36 1.23 3.67 10.4% 20.0%
activities
Information service activities 1.22 117 1.42 3.81 0.7% 100.0%
Financial service activities, except insurance and
X X X . . 1.06 0.68 0.99 2.73 1.4% 0.0%
Financial and insurance pension funding
activities Activities auxiliary to financial services and
) . 0.82 0.49 0.69 1.99 1.0% 200.0%
insurance activities
Real estate activities Real estate activities 0.92 0.58 0.66 2.16 3.1% 12.5%
Legal and accounting activities 091 0.49 0.61 201 2.8% 33.3%
Activities of head offices; management consultancy
. 1.06 1.07 1.22 835 11.1% 18.5%
activities
Professional, scientific and Architectural and engineering activities; technical
X . X X 0.96 1.30 1.28 3355 3.5% 92.1%
technical activities testing and analysis
Adv ertising and market research 0.73 0.91 1.19 2.82 1.7% -37.5%
Other professional, scientific and technical activities 0.79 0.97 1.14 2.90 4.2% 0.0%
Employment activities 0.67 0.41 0.56 1.64 1.0% -25.0%
Travel agency, tour operator and other reserv ation
-~ ) ) A 0.72 0.61 0.68 2.01 0.3% -50.0%
Administrative and support service andrelated activities
service activities Services to buildings and landscape activities 1.30 1.57 1.45 431 2.4% 16.7%
Office administrative, office support and other
. e 0.90 0.80 0.86 2.56 4.5% -7.1%
business support activities
Arts, entertainment and X X o
X Creative, arts and entertainment activities 0.89 0.98 1.36 3.22 3.1% -18.2%
recreation
) o Activities of membership organisations 1.90 2.62 3.00 7.53 2.4% -22.2%
Ofther service activities
Other personal service activities 0.93 0.99 0.90 2.82 2.1% 0.0%
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. . - LQ LQInner |LQ Greater Sumof %oftotal # MSEs Growth
Industrial Section SIC 2 Digit Industry
Southwark| London London LQs MSEs (2016-2018)
Construction of buildings 0.83 0.62 0.47 1.93 1.9% 0.0%
Civil engineering 1.18 2.19 1.30 4.67 0.8% 100.0%
Specialised construction activities 1.60 1.79 0.78 4.17 3.9% 11.1%

X W holesale trade, except of motor vehicles and
W holesale and retail trade; 0.67 0.60 0.51 1.79 1.9% -37.5%
motorcycles

repair of motor vehicles and - -
Retail trade, except of motor vehicles and
motorcycles 0.75 0.75 0.69 2.19 5.8% -16.7%
motorcycles

Accommodation and food . o
' e Food and beverage service activities 0.84 0.97 1.04 2.85 5.4% 16.7%
service activities

Publishing activities 0.36 0.44 0.60 1.40 0.4% 0.0%
Motion picture, video and television programme

Information and production, sound recording and music publishing 0.56 0.48 0.63 1.67 1.5% -20.0%
communication activities
Computer programming, consultancy and related
. 2.15 273 246 7.34 20.8% 59%
activities
Financial service activities, except insurance and
) . ) . . 0.59 0.38 0.55 1.52 0.8% -50.0%
Financial and insurance pension funding
activities Activities auxiliary to financial services and
. A 0.91 0.55 0.77 222 1.2% -25.0%
insurance activities
Real estate activities eal estate activities 1.14 0.71 0.81 2.67 3.9% 0.0%
Legal and accounting activities 1.51 0.82 1.01 BI85 4.6% -20.0%
Activities of head offices; management consultancy
. 1.62 1.63 1.87 5.12 17.0% 7.3%
) . » activities
T O i S ChE Architectural and engineering activities; technical
technical activities ) ) 0.86 1.16 1.14 3.16 3.1% 0.0%
testing and analysis
Adv ertising and market research 0.65 0.81 1.05 2.51 1.5% -20.0%
Other professional, scientific and technical activities 0.81 0.99 1.16 2.95 42% 10.0%
Employment activities 0.49 0.30 0.42 1.21 0.8% 100.0%
. . Travel agency, tour operator and other reserv ation
Administrative and support 1.60 1.35 1.51 4.46 0.8% 0.0%

service and related activities
service activities ]
Services to buildings and landscape activities 0.41 0.50 0.46 1.37 0.8% -33.3%

Office administrative, office support and other

. s 1.08 0.96 1.03 3.07 5.4% -6.7%
business support activities
Arts, entertainment and . X .
X Creative, arts and entertainment activities 0.66 0.73 1.00 2.39 2.3% 0.0%
recreation
Activities of membership organisations 0.30 0.42 0.48 1.20 0.4% 0.0%
R ir of t | h hol
Other service activities epair of computers and personal and household 136 151 118 405 0.4%
goods
Other personal service activities 1.03 1.11 1.00 8113 2.3% -14.3%
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. ’ _ LQ LQInner |LQCreater Sumof %oftotal # MSEs Growth
Industrial Section SIC 2 Digit Industry
Southwark| London London LQs IN= (2016-2018)
Construction of buildings 1.29 0.97 0.74 3.01 3.0% 50.0%
Construction Civil engineering 0.77 1.42 0.84 3.04 0.5% 0.0%
Specialised construction activities 1.25 1.40 0.61 3.26 3.0% 20.0%
W holesale and retail frade and repair of motor
) 0.74 0.87 0.39 1.99 0.5% 0.0%
X vehicles and motorcycles
W holesale and retail trade; -
. X W holesale trade, except of motor vehicles and
repair of motor vehicles and 1.04 0.94 0.80 2.79 3.0% 0.0%
motorcycles
motorcycles
Retail trade, except of motor vehicles and
1.10 1.10 1.02 3.22 8.5% 6.3%
motorcycles
Accommodation and food . L
X N Food and beverage service activities 1.71 1.98 2.13 5.82 11.1% 4.8%
service activities
Publishing activities 0.93 1.14 1.57 3.64 1.0% 0.0%
Motion picture, video and television programme
. production, sound recording and music publishing 1.64 1.40 1.86 4.90 4.5% 0.0%
Information and Lo
. . activities
communication -
Computer programming, consultancy and related
o 0.67 0.86 0.77 2.30 6.5% -27.8%
activities
Information service activities 0.88 0.84 1.03 276 0.5%
Financial service activities, except insurance and
) . ) . . 0.77 0.49 0.71 1.98 1.0% -50.0%
Financial and insurance pension funding
activities Activities auxiliary to financial services and
. o 0.79 0.47 0.67 1.92 1.0% 100.0%
insurance activities
Real estate activities Real estate activities 1.04 0.65 0.74 2.43 3.5% 16.7%
Legal and accounting activities 1.15 0.63 0.77 2.54 3.5% 0.0%
Activities of head offices; management consultancy
. 0.72 0.72 0.83 227 7.5% -6.3%
. . » activities
ieiiesstenel, Selsiffite Ene Architectural and engineering activities; technical
technical activities . . 0.98 1.32 1.30 S 3.5% 40.0%
testing and analysis
Adv ertising and market research 0.84 1.05 1.37 3.26 2.0% -33.3%
Other professional, scientific and technical activities 1.24 1.52 1.78 4.54 6.5% 18.2%
Employment activities 0.64 0.39 0.54 1.58 1.0% 0.0%
Administrative and support ]
. o Services to buildings and landscape activities 1.07 1.30 1.20 3.57 2.0% -20.0%
service activities _—
Office administrative, office support and other
. A 1.10 0.98 1.06 3.14 5.5% 22.2%
business support activities
Arts, entertainment and . . A
) Creative, arts and entertainment activities 1.57 1.73 2.40 5.70 5.5% 0.0%
recreation
. L Activities of membership organisations 1.18 1.63 1.86 4.67 1.5% 0.0%
Other service activities T
Other personal service activities 0.67 0.72 0.65 2.04 1.5% -25.0%
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. ) - LQ LQInner |LQCreater Sumof % oftotal # MSEs Growth
Industrial Section SIC 2 Digit Industry
Southwark| London London LQs N = (2016-2018)
Manufacture of food products 1.63 2.31 2.09 6.03 0.5% 100.0%
Manufacture of wearing apparel 1.17 0.94 1.05 3.16 0.2%
Manufacturing Printing and reproduction of recorded media 1.23 1.91 1.88 5.02 0.7% -250%
Manufacture of fabricated metal products, except
’ ; 0.74 1.06 0.68 2.48 0.2% 0.0%
machinery and equipment
Construction of buildings 1.00 0.75 0.57 2.32 2.3% -9.1%
Construction Civil engineering 1.78 3.29 1.95 7.01 1.2% 66.7%
Specialised construction activities 1.63 1.83 0.79 4.26 3.9% 21.4%
W holesale and retail frade and repair of motor
. 2.04 2.40 1.08 552 1.4% 0.0%
X vehicles and motorcycles
Wholesale and retail frade; .
. X Wholesale trade, except of motor vehicles and
repair of motor vehicles and 1.12 1.02 0.87 3.00 3.2% 7.7%
motorcycles
motorcycles
Retail trade, except of motor vehicles and
1.56 1.56 1.44 4.55 12.1% 0.0%
motorcycles
X W arehousing and support activities for
Transportation and storage . 0.58 0.49 0.40 1.47 0.2% 0.0%
transportation
Accommodation and food . L
. e Food and beverage service activities 1.12 1.29 1.39 3.79 7.2% 19.2%
service activities
Publishing activities 0.43 0.53 0.72 1.68 0.5% 100.0%
Motion picture, video and television programme
X production, sound recording and music publishing 1.77 1.51 2.00 5.28 4.9% 10.5%
Information and s
L activities
communication _—
Programming and broadcasting activities 2.04 1.46 1.72 5.22 0.2%
Computer programming, consultancy and related
s 0.76 0.97 0.88 2.61 7.4% 0.0%
activities
Financial service activities, except in ce and
’ . . . ) 0.53 0.34 0.49 1.37 0.7% 0.0%
Financial and insurance pension funding
activities Activities auxiliary to financial services and
. . 0.36 0.22 0.31 0.89 0.5% 100.0%
insurance activities
Real estate activities Real estate activities 0.48 0.30 0.34 1.12 1.6% 75.0%
Legal and accounting activities 0.68 0.37 0.46 1.51 2.1% 0.0%
Activities of head offices; management consultancy
A 0.80 0.80 0.92 2.52 8.4% 33.3%
. N activities
FresEiiel, eI e Elme) Architectural and engineering activities; technical
technical activities . . 0.84 1.13 1.11 3.08 3.0% 18.2%
testing and analysis
Adv ertising and market research 0.88 1.09 1.43 3.39 2.1% 28.6%
Other professional, scientific and technical activities 1.28 1.56 1.84 4.68 6.7% -3.3%
Rental and leasing activities 1.44 1.64 1.41 4.50 0.7% 200.0%
Administrative and support Employment activities 0.89 0.55 0.75 2.19 1.4% 50.0%
service activities Services to buildings and landscape activities 0.99 1.20 1.1 3.29 19% 0.0%
Office administrative, office support and other
) A 0.92 0.82 0.89 2.63 4.6% 5.3%
business support activities
Arts, entertainment and X X s
. Creative, arts and entertainment activities 1.45 1.60 2.21 5.26 5.1% 4.8%
recreation
Activities of membership organisations 1.27 1.75 201 5.03 1.6% 40.0%
R ir of i | h hol
Other service activities epair of computers and personal and household 082 091 0.71 243 0.2%
goods
Other personal service activities 1.24 1.33 1.20 3.77 2.8% 33.3%
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Client: London Borough of Southwark

Report Title: Southwark Council Affordable Workspace Support

@1 : What is your perspective of workspace

G2 : Given our focus on affordable workspace
provision, what type of spaces do think arehwill
be neaded?

@3 - What areas in Southwark would be of

Workspace Operator Quesfions

G4 : Do you have comments on the delivery
method to provide affordable workspace in

G5 = Do you have plans to create workspace in
Southwark. If so, can you describe. If not, what

@6 - Due to the Draft London Plan Policy o
provide 10% of new commercial space as
affordable workspace, this may mean that new
schemes are likely to provide anywhere between
300 sqf to 10,000 sqf of affordable workspace.
Do you have comments on how you would
manage that are too small to manage
“on site” and what is your minimum threshobd

Q7 : What rental costs would you expect?

affordability in Southwark?

There does s2em to be a range of 0fers from the
expensive such as Workspacs Group, WeWork ete.
down to the more arts led and Innovative spaces run by
the llkes of 35pace, Assembile, Sustalnable Sridges,
Many Hants efc. Many of the Affordgable offers are tied

I '@ont think this |5 necessanly exclusive 1o Southwark
bt with rents gaing up artist, young le and soclal
enterprises are at fisk of displacement s0 providing
studics and ganuinely affordable offica |s Imporant. |
also think that [ab or Fght Industral space should be
Incorpodated for the lkes of Gresn Lab, Sustainabie

interest to you?

Bemondsey,

Southwark? (eq operational model)

(Our cument operating Moded |s BuyGiveWork whereby
'we glve space away o young people | anlists /
Innovative use f s0cial entarprss when we 52l 5pace on

iis preventing you from doing so?

[saf?

Our minimum threghold is 10,000 5q 1 but often it needs
10 b2 20,000 + 5q 7 10 make It work. For smaller spacas
Councils should look to fill them with an extsting local
single pccupler need rather Man Including an operator
the process, 3s It 1s not vable. It Is our frustration that
'wedl Intentioned policies do not congsider Implemeantation.
It 5 @50, In aur opinian, preferabée to make more
efMclent usa of existing spaces and palley should work bo
rataln certain space - there 1s a great Jane Jacobs quats
about this and how new Ideas must use old bulldings.
Wia have also seen that with our BuyG velWork modsal
that high growih companies want 1o SUpport thedr ocal

to meanwhile uses 50 therz will be challenges around | Bridges and the varlous med-tech star-ups custering | Elephant & Caste, commercial tarms. This s normially only possiole No cument plans beyond Keston's & Collett due o communify and see this as sharad value and atiracfon | Too many factars to give an exact figure but significandy
- haw the diversity of afier Is malntsined In the long run. | anound Londen Bridge anound Guys & 5t Thomas / London Bridge, through an assat being rented to us at significantly regourcas currently being tied up elsewhere bat for the  [to a location or space - this might be 3 better route for | below markst rent to Incomporate our BuyGiveWork
3Jspace Affordability feels In line with other equivalent Boroughs. |Kings. Canada Wafes below market rent. right opportunity we would consiger It. new developments. model.
Wi haven't looked Into schemas In e area but would  |SFSA are unilkely bo look at a scheme that Is offering
be happy to ook at a scheme Ifthe allocation of space  (iess than 10.000 &g 1 of 5pace to b2 separated Into
Type of space nesded ks Individual seif contained work Delvery metod — leases are not enough, studlo 'was large encugh. If we were to buy we would need 3 |studios. This Is partly operational considerations but
Second Floor space (nof open plan unless It Is 3 shared resource such || don't know the area well enaugh 1o comment, | am [oroviders need to own asssts to protect the sector. scheme such as the CLT to enabée us o deposit. Ideally |mainly economic, You nead to have the scale of the It we are belng asked to delver the space at anund
Studlos & Arta - | don't know enough about the area o commentbutl |35 a print room). Meed studios that are 100-400 sq i | copying In Matthew [Second FioorjjustIn case he Igeaily. However If I Is 3 lease It needs to be at least 20 [we woukd need a soft loan from the councll Io pay for the | project to make the repayment of loans to buy our fit out |£15ps” we need to rent Including senice charge for
[8F5A) strongly recommean you talk to VIl Austin slze with natural ight and natural vantiiation, KNGS, y2ars with a break clause salest 15 years., mt ou. the space viabie. about £10-11pst
Again our madel, with 25 years excepiional track racard
manages remate stes of Al scales. Howsver we are What wauld we expect to charge:
about making successtul artist and creatives, 50 to Al our costs are Inclusive and dependent on area. We
sursiwe and thelve they work best I they clusier and have a target of £15-1675qM - this dellvers safe
We belleve our Charitable social enterprise model Is the mutually suppor each other. These are not 3-5 frades  |affordabie managed space.
There |5 3 masslve demand for the Droad level areative mast U 10 d3te and relevant model In London — 1S and often Involve working away mam stdics regularty — | what would we expect 1o pay:
start up spaces proviged by Baw Ars. 170-200 sgt designed 1o SUPpoIt and grow MEese young creatve this creates Smpty SPACEs 10 50 yau nead more to make | Thers are no marging In anea. we geiver adatonal
na current view an the borough. We used to manage 3 |flexible, affordable — These spaces sUT young Individuals, while embedding their activity within a working cluster that support the whole. We tend to feel |community Impact at scaleso we would expect this cost
|arge studio base - 150 studios + with education project |Independant professionals running practices of 1 to 2 communities helping grow local economies and Lack of opportunities. Lack of support - Mo real Inferest  |a health farget population of around 35 -40 studios 15 3 |to be bomn by the assat in low of rent. Mare tangibéy, | try
- supgoning local schoals from 2010- 2015 — howaver we | person’s creative practices ranging across the ars and [oromating tree sustainabiity. Other models (Wit respect |or understanding form the LA of the sector, However we |good first sfep this equates 1o §-3k sqit gross 59 o have a farget of £0 £6/sqM n order to allow me o
Bow Arts recelved na SUpport of Interest from the borough. design sectors. Fashion, Theatre, Medla, Fine arts, ete. (Al ) 582m b0 D& Move facused on buldings and rentais | [are happy to engage again. footage. gellver £15-£15 5T 10 £nd USETs.
Acme is constiuied to provide space for anmsts In
fnanclal need. Recent surieys put arists’ income at
araund £12k per year. This s around a third of awerage The curment list of approved providers has besn running
Income, Acme’s studio rents cannat be more than a thind for saveral years. Desplie Acme belng the most
of marked rent. it Is exiremely dificult to achieve mone [experiencad developer of new-bulld sbudios In mbxed-
ThEre ana very 2w genuinely arordadie long tem SPACES 1 3N 0pSn Markst where commensial oparatons use sENemes, We have not achiaved any studios Wa tis
spacas l2f In the Dorougn. If heips to IMagine aMordamie (can open proftatie shared Seskspace oMers which stil [orocess. Acme's Galieria i Peckham, i pannarship
workspace In the same way as afordable housing. tick the artificial box of being ‘affordable’. There ars aith Bamatt Homes was the first example of
Under the wmbrella of ‘affordabie’ are spaces thatcost | currently over 1,200 people on Acme's walting st Incomparating genuinely afordaile anists' studios Infe a
B0% of market rent, through to spaces aimed at middie- |looking Tor workspace they ean afford. There Is Iitle or mixad-use resklental scheme. Due to @ whie range of
INcome E3MErs, BOWN ta 5aclal rent, which might be NE NEW ProvISIon Tor ereatives with a low level of ncame [orowidens being an the list ranging fram ehanties o ACTE'E 3VErage rent 1o artsts |5 Delow £13pst. ThiS rent
30% of markat r2nt. Looking at other provigers Inthe | other than short-t2mm, imporary or incubator-style Dusinesses, all the developer Need 00 1§ emal althe  |Acme currsntly opSrates In eight Longon boroughs. We 15 InciEsive of DUSINSES rabes, Senvice charge, communal
ar=a, most are In the midds ta tog range, with only spaces. Many established practtioners earn very ittle orowiders and then elther 3) t3k= the bestdeal onthe  [olan to create new, long-tem workspace whersver thers serdcse and cleaning, repalrs and malntenancs and
longstanding groups who own thelr properties charging | from their wark and still need cheap workspace without table, or b) evidence to the councll mat all of e offers  [i5 oppostunity. At the moment there |s 3 great deal of It would be more beneficlal to *poal’ small shes Into management costs. Tha anly additional cost ks electriclty
the lower end. It s essantial to undersiand the any sirings atiached In return. It s taken Tor granied that are too low and affect the schema's viablity. Wel wiitlen [hopeful speculation within the markat over podential larger ones. However, small units are possible to 'which |5 individually medered. As our rents are linked to
differences within affordable workspace before creating [nurses showd be offered low rents to keep them In lanning obllgations, section 105 agreements, are returns on commencial space. It Is Impossiole to achieve [manage If the location Is closs fo existing buldings. artsts’ eamings, the locatlon of the studios has litle
a policy o fachiate mare. 1 akso helps 1o Imagine artists |Londan, without requinng them to nald 3 medical grop-in needed to create aMortatis Warkspacs. Planners nesd |3 deal when planning permission grants commenzal Ecanomy of SCale MEans a bullding In 3 new anea would |B=aring on thalr price. Wi wauld look to be eharging a
having the status of ‘cuttural key workers” within e for free a1 the weskend. Sadly this s not the case with 1o sp=ak to workspace prowiders about working which  [=lements 3 varety of us= classes. Htherz ks 3 naed o be 510,0005q" to manage on s own. faste  |similar end rent In Southwark. However, In onder to
witer creatve Industries sacior. Although low pald, creative spaces which often reguire time-pressad, low- resuUits In enshrining stronger, long-term commiltments  [requirement ta créate afordable workspace thiz s often I close to existing shes then the management casts are |achieve this we nesd to purchase the propery designed
- artists are a forcs for the good and benefielal towider  |Income artists to complete additional workshops of The whole borough, though realistically the cheaper,  [from developers. [NB Acme has coples of wall-wrifen  [ime-limied and aimost always shell and core finish —  |reducad and uniis as small as 2,000-5,000sqf can be  |and built to our pesformance specications at a price
Acme soclely. Local communilies lose them at thelr peril. pragramming In refwm for a studio. less accesslble areas. 5106 agreemants It Is happy to shars on requesi] nelther of which lead to affordable studios. absoroed. that refiacis the end rent.
We have a team of managers on other sites and we
these 1 3 potential for AWS 3s thare I stock and the Would LS2 rempde management with ragular visits by
location Is close to the theatres and aristic Instutions In community Managers to spak to the occuplers. We find (If the sites ars 1o be ciassfled a8 “aMordable” as the
the west end howsver supply is Imited a5 developers that 200 5q ft to 500 5q 1t k5 very letiable for oMices and | dralt London Pian discussad, we would anticipate rents
look o bulld rest. Howewer with the slow down In the resl| adapiable and able to be parsonallsed. Studio space not | Peckham, small workehops. We would take 3,000 sg Tt assuming it |to users at approx £19.00 Peqit. Business rates for the
market thare may now be a time to put AWS to the front |co-working. a mbdure of bulkd space (but accsss)and | Bermondsay, ot at the moment — we looked at a site but the Is nearby to other sites — (eg a clusier] In which cass | users. That would Inciugs wit and wility costs (subject to
This s Projekt of the development plans far the barough shudios of NooMs above WIth 3N area as a hua Walwoitn Road 8 competition was with rssldential developens We could Manage munipe stes. reasonabis uss).

Meanwhils Spacs

S2eME In NIgNDoMo0d areas Mere s very Imited
provision In COMPArison 10 afeas such 35 Hacknay.
Afordability Bkely to b= focused on arlists studios and
nat other types of business space

Space hungry low profit margin businesses wsually
struggle In Inner London Zones often coming with
ungopular ancilary amenities sush a5 white van aceass
are In high demand but difficult to provide due o market
valu=s and planning poilcy.

All areas of Southwark tut especially those with iow
density Of WOMKSEACS provision but potentially Nigh fatent
demand and strong existing entrepreneal spit &.g.
Peckham of Interest

Profit share In years 1 - 2 shares nsk where nmning
(0E15 are an unknown or caphal Injections are required.
O landiord Boes capital Injection prior to operator take
on. Borough wide approach o fibre Into bulidings would
b good.

71- 75 Albdon Street i6 a new project wa have o deliver
[5tar up warkspace In an Innovative gemountatic
[Dulidign with Southwark. A difficult ske constrained by
TIL a&6ets on barders maln hold up I8 In agreeing a
BAPA with TN which |s 3 costly tme consuming rpocess,
Would k=2 to 522 Mis project 38 @ Mark | with further moll
out IF suctessiul. Alsp the SLIC project to make use of
awkward / undenisad spaces such 38 undercro®s s
[awalting confirmation of funding application.

Minimum 200sgm unless clusters of spaces. We often
manage our sPaces In a combination of on site and off
5ite Mat Is mare about needs and demand vs
maintzining a receptionist function which 15 costly for
WOrkEDaCe USers.

Depends on area and £5 - £10 sqft pa.

Ethical Property
| [pensaral affordabis)

A3 with the rest of London fere s a major shortage of
affordabde workspacs (n Southwark. Moslly this Is the
result of POR and the fact that the issue has not been
SUMCiently on tha r3mar for Las In the same way as
affordabie housing. It Is positive that this Is now
changing certanly across a number of borsughs —
particularly those that hawe iraditionally been home 1o a
large number of artists and ofher creatives as wel as
pusingss start ups.

Mast types of affordable workspace have been
squeezed out by the resldentlal marked. At Ethical
Froperty we see a big shortage In offices and Iight
Indusirial and It would be good to see more schemas In
Southwark that gellverad more of this space

The north of the borowgh mostly. Would need 1o be
ciose to elther a train station Le. London Bridge or
Elephant & Castie or tub= statlon. The Oid Kent Road
area 15 Interesting ghven the scale of new development
and the opporiunities this must offer for the LA to
negotiate new affordable space from developers bullding
maljor flat schemes on retall and Industrial sites. Also
SwTey Quays, Bermondsey, Camoerwell would also be
goad Ipcatons

One prodlem that we have |dentified wih ofher LAs Is
the tendency 1o negobiate spaces that are too small or
100 shon leases 10 be commercially viadle. At Ethical
Progerty we prafar o buy freshoids as s provisss
greater centainty that we can create workspaces that will
[oe thera for the long term. IT It is a lease It needs to be
long In order for w5 bo Invest In the fabdc of the bulldings
10 make it worthwhie L2 we are generally nat Interested
N Meanwhis USEs.

We have laked at 3 range of apportunities over the last
5 years 50 yes, we are keen o 2siablish a centre In
Souwshvwark. The borough did SNOW US 3 couple of
5paces a fow Y2ars ago but they Were 100 small, poarny
located eic. to be viable. We would be Inferested in
sHting down with the Councl to estabilsh a centre whers
pemaps we could codnvest. For this to work though we
would need fo be looking at a minimum slze of 1,500 sq
i @nd, as aoove, giher 3 purchase or long leass.

AS albove, over 15,000 Is what we believe to be
sustanabée long t2mm. The praparty Management costs
are such that anything less than this would be
challenging. The borolgh could consider efther grouging
together 3 number of allecations into [arger schemes or
securing developer cash coniributions and then

PrOCUNINg & larger space off Me open markst

If It was offices In a great location Le. close to Londan
Bridge the organisations we house would be able o pay
over £40 psf 3l In Le. gross rent which Includes rent,
SEMACE chargs, rates Sto.

CRATE

Crate don't have a ot of exposure In Southwark so we
gon't have personal take - but we are In Lawisham. Wih
Inner Landon Borougns we find a lot of workspace
provision ks dominated wework - which are great
for some but don't sult &l There needs to be workspace
of quallty that lsn't about price point - other values
should come Into play that atract and support younger
startups that uitmately want more than size. From our
parspective there |5 3 lot of high quallty sbuff In LS so
maybe thers needs to be optians which arne |ess grand,
mofe mixed use and with 3 more balanced offer.

Spaces that are more mixed use In every way - ewen In
regards 1o the business sectors they support. Some
aneas eg. Oid street -tach, work as business hubs but |
tINk Single Sctor Workspace In Niawed - only Works in
speciic enironments. Spaces that offer cross sector
support and a wider scope of *attractor for tha
businesses will ke needed.

All around, but maybe mastly the less povious parts.
Araas where we can add value through. reducing fallure
rates, assisIng with regen and placemaking.

Nat In southwark specifically since we have no
expenencs but our delivery nomally varies gepending
lon piace and need and type of space. We often focus on
business support and creating a curated senvcs to the
businesses we suppart. Az a general nate, big players
(developers and other landionds) need to understand
that commercial space should be a primary
consideration from e start. It should be market tested
in @ meamwhile capacity In order to figure out what
warks In that space and what operational model /

delvary meathod Dest sults It

Would love ta bring crate to southwark I the right
opportunity anses elther thrugh mearwhile Uses of
repurposing retall. We have stared going south and
was 50 yEs.

we manage anything over 5000 sqf

cap comes from developer. 10-15% of freeholder
depending on location. we design, fit-out, and operate
50 WE BONT f2e k2 we really Nt Into an expected rental
bracket, s al relative; a5 long 35 we s2& s0me retum
on our Investment 35 we are creating a value.
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&1

Artists Studlos
Company

THRIVE

ACME - Highline

Artists Studios
‘Company

Hatch Entarprise - 55

Hotal Elaphant
Workspace

Hotel Elephant
Studles

Ministry of Sound

Tannery Arts

Clearance Cantra

Pullens Yard

ACME - Callerla

Yanguard Court
Studios

Clockwork studlos

The Remakery

Artichoke Print
Workshop

Coldharbour London
Studles

Arabyta Studlos

The first parmanent Creative
Enterprise hub In the Elephant

Opportunity Area & Map Location I
[ leeston [ Openator | Sme | Nets [Prica/affordabiliy  Permansneyofspacs |
Formar pollce statlon, circa 1960, 32 studlos, rents ars Inclusive of businass rates, watsr Reduced rates for
12,000 sqft rates, electric usage, bullding insurance; https:[fascstudios.co.uk/studios] recent graduates  |Parmanent
Affordable and
low-cost - Tree
Shepherd Inltlative
[Studio: £26]day,
Maker Space & Co-Working Business Hub; http s/ fwww.wise16.co.ukfthrlve-maker-space- | £140] month; Floed
nfa |So-working-buziness-hub] desk: £10] day] Permanent
The Highline bullding contains 3 purpose-bullt accessible studio spaces at ground level, all | Affordable for fine
with natural light. The bullding also provides student accommodation on upper floors, which |artists who cannot
3 ground floor studlo |15 separately owned and managed. https:/facme.org.uk/studlos#ffilterfall-spaces detalls] |afford at market
spaces highlinaf rate Parmanant
The Chaplin Cantra provides a number of self-contalned, own access units, T00-850 sq ft. Leowar than
Circa 18605 mixed-use property. 54 salf-contalned studlos, communal kitchen, 24hr access, | commarclal market
23,000 sqft broadband and gas central heating. Full disability access. https:fjascstudios.co.uk|studios] rate Parmanant
Affordable rates
Co-working membershlp space {£14jday, £143]
nja https:jfhatchenterpriss.orgSEsastf; hitps:jiwwwESeastco.uk manth). Parmanent
Affordable (Hot
desh: £05] day;
dedicated desk:
£330f month;
Indlvidual office:
Spare Strest - Flve newly refurblshed rallway arches with glazed fronts. Permanent creative | £1,320] maonth;
antarprise hub providing:Arch's 1 & 2:Coworking spacs, with grade A fit out. Providing 50 graduate
desks, as a 1 of hot desk, dedicated deskand office units with up to & desks In workspace: £260;
sach.Approx. 40— 50 usersArch's 8 & &M studlo units for recent graduates, local artists and  mesting space:
8,000 sqft creatives. hitps:[fhotelslephantco.ukjartist-studlo-space & Castle
20,000 aqft Studlo space nfa parmanant
Large co-working space In Elephant & Castle with a cholcs of flzed and hot desks. & mesting
rooms Including 20-person boardroom with large digital screens. Largs kitchenjcafé area,
10,000 sqft break out spaces, free tea and coffes. https:/ftheministry.comlocations01-brjworkspace] | nja parmansnt
"Tannary Arts Is a small, Indepandant chartty concarnad with making contemporary art
accesslble to a wide public through s programme of exhibltions and leaming projects. It
supports the professional development of emerging and establishad artlsts and curators,
pramating thalr practics through opportunities to axhibit work, develop projects, to sngage | Affordabla studlos
Cannot sea In learning activities and through the prowision of affordable studies.” hitp:] provided by a
Indlividual stud los tannaryarts.org. ukfstud los] charlty permanant
Office Incubator; The award-winning Clarance Centre for Enterprise and Innovatlon Is
LEBU's hub of entreprenaurlal activity and home to a varlety of start-ups and local
businesses. Transformed from 17 derslict Grade |-listad Georglan bulldings, the now
moedern and accesslble Clarence Centre |s the heart of a community of start-ups, student
entrapraneurs, SMEs and LSBU's Ressarch, Enterprise and InnovationTeam. It also houses |Caters to start-ups,
the Lagal Advice Clinlc a free drop-In service for local resldents. hitp:/fwww.|sbu.ac.uk] SMEs, student
nfa business[office-space/clarence-centra antreprensurs permanent
Artlst studlos, llvework workshops to deslgner makers - Information on lettings to contact Run by assoclation,
Southwark councll; Within the yards there are diverse and established arts and artlsan prices not avallable
businesses, ranging from Potters and Furniture designers to Painters and Architects, - on demand from
nja hitp:fwwer pullensyards.co.uk Southwark councll | permanant
50 self contained
studlo spaces at 'Tannary Arts Is a small, Independant chartty concarnad with making contemporary art
basement, ground, accessible to a wide public through tts programme of exhibltions and leaming projects. It
first, second and supports the professional development of emerging and established artists and curators, | Affordable for fine
third floor levels, premating thelr practice through oppertunities to exhibit work, develop projects, to engage | artists who cannot
ranging from 26012 to | In learning activities and through the provision of affordable studles.’ hitps:[facme.org.uk] | afford at market
G002 (24m? to 46m2). | studlos#ifitter/all-s paces [detalls/gallerlal rate permanent
'Vanguard Court I3 home to a thrlving community of artlsts, artlsans and craative small
businassas In South East London, a stona's throw from Cambarwall Collegs of Arts.
Workspaces range In | Vanguard's bright and airy studios are located on sither side of a quiet, cobbled cul-de-sac
slze from 200sgftto | onthe alte of an old sultcase factory In the heart of Cambarwell, London SE5.; hitp:/]
4 500sqft. www.vanguardeourt org/ nfa parmanant
https:/fclockworkstudlos.co.uk, Clockwork Studlos was established by Noal and Margy
Parkins In 1985 with the art community In mind, The bullding accommodates a rangs of
Independent artlsts and Its doors opan to the public for appolntments, werkshops and
nfa blannual open days nja permanant
, Across over 1,200m" of space we offer a range of facllities for makears,
designers, artists, upcyclers, and anyone else who wants the space and tools to simply
create, ‘Our communal work spaces are readlly avallable forThe Remakery's members,
among the resident makers and thelr fullktime workshops from whom our members are
facllitles for makers, |Invited to seek advice and support The storage area houses a plethora of reclaimed
deslgners, artlats, materlal. Within our front space and wisitors' area Is our reception desk, exhibltion floor, Mot for profit
upcyclers, 1,200 sgm | communal kitchen, and co-working spaces.” makerspace parmanant
Print Workshop; "All of the artists who work here are studio members . The studio Is self Student discount
supporting, with all costs borna by its members. We have a charltable trust status which avallabla, £48]day,
nfa ralates to teachIng printmaking.’ https: [www.artichokaprintworkshop.co.uk £230jmonth parmanant
Coldharbour London Studios is a 15,000 sq ft farmer print factory which has besn converted
16,000 aqft Into & varlety of exceptional artist studios. https:/fwww.coldharbourlondon.com nfa parmanant
Slzes start from 8 48Baqft - £500]
square metres allthe London-based art organisation which supports the development of artlsts working across | month; 646aqft -
way up to 36 square | digital and emarging artforms;14 salf contained units, 14 open spaces and & desk spaces £800f month (510
metres https: | fwrew.arebyte.comfavallable-studlos months occupancy) |permanent

Date: December 2019

Southwark Studlos

London Sculpture
Workshop

THRDS STUDIO

TheToaster Factory

Hatcham Studlos

Newton Houss
Studios

nja

2,500 sq ft

nja

10,000 sqft
Contalning a varlety
of studlos ranging In
slze from B0 =q ft to
100 3q ft. over Just
under 1,400 5q ft

2,047 5q ft

‘Southwark Studlos provides affordable places to work for Indlvidual artists and small
businesses in the creative industries. We are currently designing our new permanent home | Affordable places

on a site nearTower Bridge Read, dus to be opened In 2021.", hitp:l toworks for
www.southwarkstudios.com Individual artlsts'
Not-for-profit,
comrmun ity
Interast basad
Sculpturs Workshop, ; Installation artlsts, fashlon designers, photographers, hat makers, company £26]
wlden makers and much maore hitp:/{londonsculptureworkshop.org sesslon

'THRDS STUDIO I a craative space and work space connecting work and lalsura for the

community of creative professionals and entreprensurs under one roof, shaping

contemporary culture.’; http:/fwww.thrd sstudlo.co.uk nja

JUST OPEMED artlst studlo space, re-Imagined under-used parts of the bullding as

workspace for artlsts, creative businesses and manufacturers. The space Is flaxible which

ansures a good mix of usas; from single desk-spaces to small studlo rooms of 300 =q ft to

light industrial units of 2,000 =q ft. https:[fwww.toastarfactonco.uk desks: £145month

'Hatcham Studios is a vibrant creative community in Bermondsey located on Hatcham

Road, SE15. Contalning a varlety of Studlos ranging In slze from 00 3q ft to 100 sq ft.' hitps:))
wwwr.capltal-studlos.co.ukjproperties fhatcham-studlos nfa

"bright, alry and newly refurblshed studlo space on flexible lease tarms, including offering

the optien to share space.’; https: [www.capital-studlos.co.ukiproperties inewton-house- Speclal rates for
studios fine artists

parmanent yst to coma

parmansnt

parmanant

permanent

parmanant

parmanant
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Subject: LBS Affordable Workspace Assessment - Annex 1

Lecation

Opportunity A rea & Map Location

Oparator

Prica affordability

Parmanancy of space

1 ‘B5pace - Keston's A former collage In Bammdqumhl “Iil'mlﬂplllﬂllmlmm
Collatt pace.on " sand desk: £015
5 Cell Projects Space W offer an array of Individual ar -l-u-hum,umm-m-pm
and Studlos Wi,
https:i/statici.=quarespace.com/static 02044004 3 0d T60E2cd
Bcd 1 deBi0e ST 001 beB7 /1557 5578518021
SUSTAINABLE WORKSPACES PROSPECTUS 2019 04.pdf
Sustalnable
12 Bankslds 2 plus 3 other locatlons nearby 'opanad In 2015, Sustalnable Bridges Is a creative bulld
comprised of converted rallway arches. ltwas designed
to sult for small scale storage, and coworking and also features
33,000 sqft saaled, privats lab spacs. nfa
https:|/static1.squarespace.com/static, 02044024 3c 9d 76062,
Bod 1deBiBeBfT 001 boBT 61557 2578518021
. mmw. SUSTAINABLE WORKSPACES PROSPECTUS 2010 04.pdf
plus 2 other locatlons nearby "opened In 2018 to sarve the rapld growth of the Sustainable
Vantures ecosystam, The brick and Is homne to 30+ corp
23,000 sqft nja
httpz:i/static1.squarespace.com/static 02044024 3c9d ThBE2cd
Scd 1deBifefT 001 beBT 61567 2578518821
SUSTAINABLE WORKSPACES PROSPECTUS 2010 04.pdf
13a Sustainabls Bridges
g lus 3 other locatlons nearby "Opened In 2019 - Featuring spaclous privats offices and
areas spread over four lavels. Ituffn: Illlm unlque deslgn; professlonal
10,000 sqft at its core!
7 The Office Group -
Borough High St | "
18 Babel Studlos
|nja iljveva, .
1 Creskside Artists_|nja Artist studios https: vncreeks ideartists,co uk/Studios
The Goodlife Centra Is an Indapandant learning space situated nearTate Hadurl Cantral
21 The Coodlife Centra Lendon. Wa affer p workshops In DIY, H
Upl Wmlmrl‘ F 1 & and lu'lm
nfa iudllinl I-rd Crafts. https: thegoodlifecentre.co.uk
Shared workspace for entrepreneurs, start-ups, and small businesses. Dedicated desk
24 Co-Work Barough reoms and full ‘Blg Office’ facllities
|nja
- Universal Workspace nfa ‘co-worklng https://cargocollactive.com/unlversalwork space
26 ClubWorkspace
|nja |co-working; hitps:| v workspace.co.uk
n WeWork Southbank
nfa ‘co-working; hitps:/[wew.weworkcomfen-GBlbulldings/new-kings-beam-house—london
a1 South London hitps:/isouthlond onm aker space.ory South London I3 a soclal
Makerspace workshop Inthe n-tnmm HIIl s owned, run Ty thy thers
P gls dona on a volunteer basls.
- Sugarhouss Studlas ﬁummwmhmimumummwmmmm
33 & A studi th&srchsa studlaacom nja nja
Copeland Park serves the area's social and cultural heart by
Copsland Park and offering studlos, workshops and space that enables creative businesses to flourlsh. From | For frealancers and
34 Bussey Bullding traditional, Industrial spaces to derslict terraced houses, thers |s desk startups, £132-
architecturs, graphlc deslgn and photography practices, and studlos and exhibit space for | £188] month for
Co-working, studlos textile and ceramic makers. desks
s los Print £16[session + 1
as Studle Space for E [Isonzolesprintstudio.co.uk Sonsoles Print Studio I a fully equipped Open Access year membarship
print studlo situated In a friendly 260
Co-working (The £156-£198/manth
36 Peckham Levels | Ramp), studios, for co-working
| TEMPORARY https:/fwww.peckhamlevels.org desks temporary
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