














SEEDA Daedalus
Economic Scoping Report

1 Introduction

1.1 Daedalus

Daedalus is a site of strategic importance, and its redevelopment offers great potential for
securing growth within the regional and local economy. It lies in Hampshire, on a site of

186.4 hectares on the Gosport peninsula, to the west of the built-up areas of Gosport and
Lee-on-the-Solent, to the south of Fareham, and to the east of Hill Head and Stubbington.

In March 2006, the South East England Development Agency (SEEDA) acquired circa 82
ha of land surrounding the airfield at the former HMS Daedalus site. The Maritime and
Coastguard Agency (MCA) bought the airfield itself, which comprises 106 ha of land, and
which is now leased to the Hampshire Constabulary.

Figure 1 shows the site and SEEDA’s ownership boundaries in local context. It also
identifies particular parts of the site by number.

Figure 1: Daedalus in context.

Source: Terence O’Rourke Urban Design Baseline Report (2007), p. 5

Daedalus lies within the boroughs of Gosport and Fareham and within the wider Partnership
for Urban South Hampshire (PUSH) area, comprising 11 South Hampshire urban boroughs.
The Waterfront site (3), the Manor Way site (6), and the southern edge of the airfield are in
Gosport’'s Lee West ward. The Lee East ward adjoins Lee West, and the two together
comprise Lee-on-the-Solent. The majority of the airfield itself, Hangars East (2), and
Hangars West (3) are in Fareham’s Stubbington ward. The Stubbington Lane and Sea
Lane sites (4 & 5) are in Fareham’s Hill Head ward. The Lee East, Lee West, and
Stubbington wards were considered most important in performing this socio-economic

analysis.
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The site in SEEDA ownership is split in to three main parts around the land owned by the
MCA, with three small outlying sites. It comprises:

e Hangars West (1), which lies to the north-west, and is accessed through the land in
MCA ownership. The buildings on this land are hangars and include aviation uses. The
Secretary of State for Defence has a option to re-acquire the land from SEEDA until
2021;

e Hangars East (2), which lies to the north-east, and which comprises scattered hangars,
most of which are occupied. Approximately half of these contain aviation-related
businesses or groups;

e The Waterfront site (3), which lies to the south, is the most densely populated part of the
site. It includes a slipway which leads onto the Solent after crossing the waterfront road;
and

o Three satellite sites, which were included in the sale of land to SEEDA. Two of these
sites lie to the west of Hangars West on Stubbington Lane and are known as the
Stubbington Lane and Sea Lane sites; and one site, currently designated as open
space, which lies on Manor Way in Lee-on-the-Solent.

Annual rental income receipts were on the order of £500,000 in 2008.

SEEDA also commissioned an initial study (pre-acquisition) which examined the potential
need for remediation works on the Daedalus site. This work outlined the presence of
contaminants which, if remediated, should not prohibit commercial and residential
development on site. The cost of remediation is estimated at anywhere between £750,000
and £2 million. Further investigation work may be required to demonstrate that an
appropriate level of decontamination has been reached’.

Planning permission was given in 2004 for 300 family dwellings to join the existing family
quarters at the north-eastern edge of the Waterfront site. This development is now partially
complete, with Phase 1 of the permission having been implemented.

1.1.1 Vision for Daedalus

In early 2007, SEEDA appointed a team of consultants to help achieve its vision for
redevelopment of the site. SEEDA'’s overall vision for Daedalus is a “sustainable, high
quality mixed-used development, which respects the site’s exciting heritage whilst releasing
its potential to contribute to the economic growth of the region”. It explains this as:

e “Sustainable: SEEDA wants to ensure that the development will be long-lasting and
built for the future.

e High Quality: SEEDA wants to ensure the development will use appropriate materials,
be sensitively designed and be built to the highest possible standards.

e Mixed-Use: SEEDA envisages that the development will include a range of uses
including employment, some of which may be within the aviation and marine sectors;
leisure, recreational and community facilities; educational facilities and housing.

o Heritage: SEEDA recognises that the area has a long and interesting history and will
ensure that the development embraces this.

e Economic Growth: SEEDA aims to develop the site in a way that will increase the
number of jobs and businesses operating within the area.”

' Halcrow/Entec cited in Genecon (2006) Daedalus Strategic Acquisition Economic Appraisal
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1.2 SEEDA

SEEDA, the South East England Development Agency, is the Government-funded Regional
Development Agency for the South East of England. The agency was set up in 1999 and is
responsible for the economic and social development of the South East of England.

1.2.1 Corporate Objectives
SEEDA's Corporate Plan? for 2008-2011 defines SEEDA's contribution to the Regional
Economic Strategy (RES) over the next 3 years.

SEEDA’s five statutory objectives under the Regional Development Agencies Act 1998 are:
e To further economic development and regeneration;

e To promote business efficiency, investments and competitiveness;

e To promote employment;

e To enhance the development and application of skills; and

e To contribute to the achievement of sustainable development in the UK.

1.2.2 Regional Economic Strategy

The Regional Economic Strategy for South East England lays down the vision of a world
class region realising sustainable prosperity. Published in October 2006, it defines practical
policies for sustainable prosperity and sets a clear direction.

This approach is based on three key challenges that need to be addressed if SEEDA wants
to achieve the vision of creating a prosperous, dynamic and inspirational region, by helping
businesses compete more effectively, training a highly skilled workforce, and supporting and
enabling communities, while safeguarding natural resources and cherishing a rich cultural
heritage.

Key challenges are:
¢ Achieving and maintaining global competitiveness;

e Smart growth focused on raising productivity and increasing employment opportunities
to spread the benefits of competitiveness; and

e Sustainable prosperity to ensure that competitiveness is consistent with the principles of
sustainable development.

1.2.3 Principles and Targets
To meet these challenges in an appropriate way, SEEDA has developed a set of principles
to accomplish its overall objectives. SEEDA thereby wants to achieve added value by:

e Maintaining a strategic overview of the region through the management of the RES;

o Developing a Single Delivery Framework for the RES and Regional Spatial Strategy
(South East Plan); and

e Combining its resources with leverage of others’ funding, ideas and capacities.

Over the Corporate Plan period this strategic overview will include the movement towards a
Single Regional Strategy. To ensure that these challenges are met, the Strategy
established three headline indicators to measure progress against the vision:

e Target 1 is to achieve an average annual increase in GVA per capita of at least 3%;
e Target 2 is to increase productivity per worker by an average of 2.4% annually; and

e Target 3 is to reduce the increase in the region’s ecological footprint by 2016.

2 Draft Corporate Plan 08-11, http://www.seeda.co.uk/news & events/press_releases/2008/20080201.asp
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1.2.4 SEEDA and Daedalus

SEEDA's investment in a site of this scale will act as a catalyst for economic development in
South Hampshire. The agency’s main goal is to develop a site which will focus on new
aviation- and marine-related businesses, making use of access to the existing runways and
the Solent. Plans are to create a quality business location that will attract inward investment
and provide accommodation for start-up, growing, and established businesses. This should
then lead to greater prospects and provide new employment, business space and homes.

1.3 This Report

This scoping report, which is the result of a desk study, describes the knowledge and
information made available to the date of writing and prepares the ground for the creation
and testing of options for testing, as well as setting out the data needs the project team wiill
seek to fill.

The information set out here has been based upon:

e Meetings with the SEEDA project team including consultants;

e Site visits to the Daedalus site and to the surrounding area;

e Conversations held at the community exhibition held on December 7"‘, 2007;

o Reports written by the consultant team as well as by other consultancies and public
bodies, and forwarded to Arup by SEEDA. A list of these documents is appended to
this report; and

¢ Discussions with the Economic Working Group (members include Hampshire County
Council, Gosport Borough Council and Fareham Borough Council).

The report is structured as follows:

e Chapters 2, 3, 4, and 5 comprise the main body of this report and summarise the
information obtained thus far. This information will become the basis of the economic
model which will be used to test the options developed in the next stage of the study;
and

e Chapter 6 sets out an economic vision for Daedalus and a framework for evaluation.

14 Market Conditions

The data which have been used to form the evidence base for this report reflects the
economic climate at the time of publication of the documents. Within the last year, the
financial and economic climate within the UK has changed. Where appropriate this change
in circumstances is acknowledged and the implications discussed. However, based on the
understanding that economic prosperity is cyclical, the current climate does not necessarily
negate or alter the conclusions of the evidence base, although prospects remain uncertain.
The timescale for development at Daedalus (commencing in 2010, completed by 2021) is
sufficiently long-term for the current climate to have changed and to be closer to the
economic and financial climate experienced before the autumn of 2008.
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2.1 Socio-economic Conditions

Table 1, below, summarises the key socio-economic indicators for the two boroughs in

which Daedalus lies.

Table 1: Socio-economic Summary

Fareham Gosport

Economic Scoping Report

Population’ 109,500 79,200
Predicted population growth from 2006 o o

0 2026 1.1% 0.8%
Total population forecasts 2013 113,001 80,217
Job Seekers Allowance Claimants? 1.1% 1.6%
Jops density (th(.a numbers of jobs per 0.83 056
resident of working age)

Economic activity rate (for working age

16-50/64)° 82.8 87.8
Household size* 2.43 2.36
Index of Multiple Deprivation (1 is most

deprived, 354 is least deprived)5 338 168

Sources: ' Labour Market Statistics, 2007; % The Jobseeker's Allowance (JSA) is payable to people
under pensionable age who are available for, and actively seeking, work of at least 40 hours a week,
Labour Market Statistics, September 2008; ® annual population survey (data from Jan 2007-Dec
2007); 42001 Census; ° CLG, Index of Multiple Deprivation, 2007

211 Population and Household Size

Fareham and Gosport together are home to more than 186,500 peopleg. Hampshire County
Council predicts that its population will grow by 10% over the next 25 years, which means
an extra 7,000 people per annum across the county4.

The populations in the area are a little older than the national average. Over 60s form 25%
of the population in Fareham and 22% in Gosport compared with 21% in England, while the
under 20s are 23% in Fareham and 25% in Gosport, compared with 24% in Englands. For
15-29 year old population, Gosport is near the national average, but Fareham is slightly
below. Between 1991 and 2001 Gosport and Fareham both experienced a decline in the
number of young people in the boroughs; meanwhile, the number of people over 45, and
specifically over 65 in Gosport, increased sharply. The changing demographics are
particularly evident in the Lee East and Lee West wards, where the number of 16-29 year
olds declined by nearly 40% between 1991 and 2001, a trend reflected at the borough level.
Stubbington, however, showed a reversal of the trends found more generally in Fareham;
the number of 16-29 year olds actually increased by over a quarterﬁ. Since 2001 residential
development at Cherque Farm has taken place which may have altered the trend in recent
years in Gosport.

® ONS Annual Population Survey 2006
http://www_statistics.gov.uk/about/data/guides/LabourMarket/sources/household/aps.asp

4 University of Southampton local and regional economic analysis ‘Hot topics’ Seminar 2006 cited in
PriceWaterhouseCoopers (2007) Fareham and St Vincent’'s Colleges: Feasibility study to examine options
for the reconfiguration of post-16 provision in Fareham and Gosport, p. 13

® source : ONS 2006 based population projections, based on estimates for 2006

® Nomis (2005), http://www.nomisweb.co.uk
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The 2001 Census recorded the average household size for Gosport as 2.36" and 2.43% for
Fareham, compared with the national average of 2.40.

2.1.2 Economic Activity

60% of Fareham’s 108,400 residential population is of working age, of which 79.5% is
economically active (April 2006-March 2007). Gosport presents a similar picture: 61.5% of
the 78,200 residential population is of working age, of which 86.2% is economically active.
The percentage of those claiming Job Seekers Allowance is below the national average
(2.5%) for both Gosport and Fareham, with Fareham also below the average for the South
East (1.6%). Ward level figures for area surrounding Daedalus provide a more detailed
picture. Figures for economic activity and unemployment in the three wards in question
(Stubbington, Lee West, and Lee East, which include Lee-on-the Solent), are shown in
Table 2 below.

Table 2: Local Economic Activity and Unemployment by Ward in 2001

Economically Active (%) @ Unemployed (%)

Stubbington 84.2 21
Lee East 85.0 3.5
Lee West 80.4 3.0
England average | 78.6 4.8

Source: Census of Population 2001. Percentages are based on working-age population; note:
unemployment is based on the economically-active population.

Despite growing populations and relatively high rates of economically-active working-age
populations in comparison to the UK and South East in both boroughs, a breakdown of
borough demographics reveals that the size of the working population is relatively low due
to the low proportion of young people in the population. (It should be noted that these
statistics may not correlate perfectly with borough-level statistics, as they are separate
datasets.)

2.2 Local economy

Employment overall has declined in Gosport overall since 1998 while the number of jobs in
Fareham has increased. Manufacturing has experienced a decline in Fareham, but has
slightly increased in Gosport over the five year period 2001-2006. Gosport has also
recorded a significant decrease in the number of jobs within the public service sector (public
administration, education and health) with a total loss of 3,200 jobs.

The current sectoral structure of employment is summarised in Table 3. This shows the
dominance of services in the local economy, which is close to the share of the regional
average, but with rather higher representation of manufacturing, especially in Gosport.
Finance and business services provide the highest level of employment within Fareham.

" ONS 2001 Census data, http://www.nomisweb.co.uk
8 http://www.fareham.gov.uk/council/departments/housing/strathousing/farehamprof.asp
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Table 3: Employee Jobs by Industry 1998-2006

Industry Sub-industry Fareham Gosport

1998 2001 2006 2001 2006

10,200

11,400

8,900 8,500 10,800 10,300 9,200 7,100

1,300 1,900 1,800 700 900 900
Source: Annual Business Inquiry (1998, 2001 & 2006)

PUSH has identified employment concentrations in Gosport and Fareham. In Fareham, the
employment is concentrated into specific areas of the borough. Part of the Daedalus site is
located within ward 12 (Stubbington) which provides employment for between 2,000 and
3,999 people. In comparison, Fareham East, Titchfield and Park Gate, which all have direct
access to the M27, provide higher levels of employment (c. 11,000, 6,900, and 4,800,
respectively).

In Gosport, employment levels are generally lower than in Fareham. Wards 15 and 17
(Town and Anglesey) have the highest levels of employment, providing 3,600 and 2,700
jobs respectively, linked to retail and to the public sector rather than to industry. Lee West,
in which Daedalus is partially located, is identified as a residential ward, and provides
employment to 1,000-1,499 people; Lee East provides less than 500 jobs.

Data for Gosport taken from the Borough’s Economic Regeneration Strategy 2004-2007°
also shows that the borough has the highest rate of high technology employment in
Hampshire, with local strengths in mechanical, electrical and instrument engineering, and
the marine technology sector.

One of SEEDA’s aims for redeveloping Daedalus is to address employment issues both
locally and in the sub-region. The opportunities to attract employment to Daedalus will
depend on the skills of the local population and the potential for re-skilling of local residents.

2.2.1 Skills Gap and Employment Viability

In Fareham, just under a third of residents are educated to NVQ level 4 (degree level) or
above, with only 6.3% of the population having no formal qualificationsm. Employment in
the area is dominated by the service sector, in which the financial services and hospitality

9
2004
10 . .
Labour Market Statistics 2007
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sub-sectors feature strongly; nearly half (47.5%) of the 35,800 people employed in the
service sector are employed in financial services and hospitality sub-sectors’".

In comparison, only 18.6% of residents in Gosport have attained NVQ level 4 and above,
and half as many people (9.4%) have no formal qualifications. The lower level of education
in Gosport is reflected in the dominant forms of employment12. The service sector is also
the dominant sector; however, the largest sub-sector is public administration, education and
health (35.8% compared to 26.3% in England).

For those obtaining GCSEs (equivalent to NVQ Level 2), the level of achievement is below
average when compared with the Hampshire average. In 2005, 45.4% of Year 11sin
Gosport achieved the equivalent of 5 or more A*-C GCSE grades compared to the County
average of 60.9%. In Fareham achievement is closer to the County average at 59.4%.

Table 4: Level of Qualifications in Gosport and Fareham

Gosport Fareham South East Great Britain
NVQ 4 and above 18.6 27.6 30.8 28.6
NVQ 3 and above 43.4 47.2 49.6 46.4
NVQ 2 and above 68.7 69.1 68.2 64.5
NVQ 1 and above 83.7 89.0 82.3 78.1
qol:';ﬁ]fica fons 6.9 48 8.1 8.8
No qualifications 9.4 6.3 9.6 13.1

Source: Annual Population Survey, (Jan 2007 — Dec 2007)

The Ministry of Defence is also a major landowner (a quarter of all land remains in the
ownership of the MoD) and employer, and its historic dependency has left a legacy of
defence-related industries and skills.

It is anticipated that between 2006 and 2026 there will be a growth in demand in South
Hampshire of 19,800 employees with qualifications of NVQ level 4 and above. Conversely,
there is likely to be a decline in demand for employees with qualifications below level 2 (i.e.
NVQ level 1 and no qualifications)".

The Learning and Skills Council for Hampshire and the Isle of Wight consider that there is
growth in demand for qualifications at levels 4 and 5, but with significant demand for
qualifications at levels 1 and 2. Within Portsmouth and South East Hampshire almost 13%
of posts have a skills gap and a quarter of employers report staff having skills gaps. The
most frequently cited skills that staff lack are communication skills, customer-handling skills,
problem solving skills and team-working skills. In addition, technical and practical skills are
a problem™.

The disparity between the existing skills base (particularly in Gosport) and the projected
skills required for the area is marked. Ensuring that the relevant skills are present in the
locality for the type of development that is proposed at Daedalus is central to SEEDA’s
aspirations.

" ONS Annual Population Survey December 2005,
http://www.statistics.gov.uk/about/data/quides/LabourMarket/sources/household/aps.asp

> ONS Annual Population Survey 2007

'> ONS Annual Population Survey December 2005

" Learning and Skills Council Hampshire and Isle of Wight: Fareham and Gosport Peninsula: Post-16

Curriculum Planning, 2006
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2.3 Deprivation in the Local Community

There is a marked contrast in deprivation between Gosport and Fareham. Gosport is in the
middle rank in England, at 168" out of 354 (1 being the most deprived) in the 2007 Index of
Multiple Deprivation (IMD). In comparison, Fareham Borough ranks 338" out of 354,
placing the Borough just outside the 10 least-deprived local authorities in England®.

In the context of a relatively prosperous Hampshire, five of the twenty most deprived wards
in Hampshire can be found in Gosport. This is reflected in the average household income,
which is the lowest average of the Hampshire Districts; 72% of households’ income is below
the county average. Low levels of income are reflected in low car ownership and the
highest Standardised Mortality Ratio in Hampshire.

2.4 Transport

2.4.1 Constraints and Implications

The Gosport peninsula’s connection to the rest of Hampshire is naturally constrained due to
its geography and the limited routes onto the peninsula. The effects of this are exacerbated
by the imbalance between jobs and resident workers on the peninsula, which increases the
number of people who travel off the peninsula to work, leading to congestion and long
journey times on the narrow roads. Accessibility of the area is therefore a concern, and
detailed consideration of transport and access are key issues for development at Daedalus.

The Transport Baseline Report commissioned by SEEDA clearly outlines a number of
concerns with the transport network on the peninsula. The A32, B3385 and Stubbington
Lane are congested, with bottlenecks recorded at Quay Street roundabout, Fort Fareham
and Stubbington Village. Queues are frequently found at Rowner Road, Gosport Road and
Newgate Lane'®. The Stubbington bypass may assist in reducing the congestion around
Daedalus, however, government funding is unlikely to be available before 2016 at the
earliest. The congestion experienced on the peninsula is compounded by the limited local
bus service and lack of bus priority measures. The rail link does not extend beyond
Fareham, but a well-used passenger and vehicle ferry17 also operates between Portsmouth
and Gosport. Approximately 3.8 million passengers, bicycles, motor cycles, and
wheelchairs use the ferry per annum'®.

The three main Daedalus sites (Hangars East, Hangars West and the Waterfront) all have
relatively good vehicular access. Pedestrian connectivity is more restricted. The distance
between the Waterfront area from the centre of Lee-on-the-Solent and Hangars West from
Stubbington is within walking distance. However, Hangars East is not within reasonable
walking distance of shopping or community facilities. Daedalus also acts as a barrier for
north-south and east-west movements for cyclists and pedestrians. Development of the site
could allow greater connectivity and permeability'®.

Transport would be a key consideration for proposals for potential educational uses on the
Daedalus site, while weak road connections, particularly, are considered a constraint for
development of hotels within the area.

2.4.2 Travel to Work Patterns

There is an imbalance between jobs and employed residents in Fareham and Gosport,
leading to significant net out-commuting. The 2001 Census, although carried out some
years ago now, provides an indication of the broad pattern. It recorded 18,500 journey to

' CLG (2007) The English Indices of Deprivation

'® MVA Consultancy (2007) Designing the Future at Daedalus, p. 1

' MVA Consultancy (2007), p. 1

18 Gosport Ferry website http://www.gosportferry.co.uk/index.php (access 16.09.08 11.53am)
'Y MVA Consultancy (2007), p. 2
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work trips per day are leaving Gosport with approximately 7,500 inbound journeys, giving a

net out-commute of about 11,000 trips per day.

The number of people commuting out and the limited number of road access corridors into

the peninsula is resulting in congestion in peak periods. Congestion is thought to be

exacerbated by the diminishing number of jobs on the peninsula, as well as by an increase
in employment opportunities along the M27 corridor and beyond.

Development of employment uses at Daedalus and the attraction of jobs appropriate to the

local workforce could help to improve the shortfall of jobs on the peninsula and so reduce

the need to commute.

2.5 Key Points and Implications for Daedalus

o The existing population in the area is a little older than the national average. It is
anticipated, however, that the population will grow over the next twenty years.
Stimulation of new activities and supporting infrastructure may encourage younger
populations to live and work close to Daedalus.

e Employment has declined in Gosport since 1998, while the number of jobs in Fareham
has increased. Jobs in the sub-region are expected to grow in services, but decline
overall in manufacturing, although advanced manufacturing may have a better prospect.
Daedalus could provide accommodate for those part of the sector that continue to
prosper. However, improving the skill levels of the area is important if appropriate
employers are to be attracted to Daedalus and the local population is to be in a position
to benefit from new jobs in the kind of industries, such as advanced manufacturing, that
Daedalus could attract.

¢ Numbers of working residents exceed numbers of local jobs, generating high levels of
daily net out-commuting from the Gosport peninsula. Combined with low public
transport levels and the limited road capacity connecting to the rest of Hampshire, these
lead to congestion and poor accessibility. This is a constraint to the level of
development at Daedalus, but is an opportunity, through creation of jobs at the site, to
help redress the jobs deficit and reduce the need to travel.

e The success of redevelopment of Daedalus would be measured by higher numbers of
local jobs, increased skill levels, lower local unemployment figures and deprivation, and
a reduction in the rate of out-commuting.

\\GLOBAL\LONDON\PTG\ICL-JOBS\124000\124509 DAEDALUS ECONOMIC Ove Arup & Partners Ltd
APPRAISAL\4 INTERNAL PROJECT DATA\-05 ARUP REPORTS\SCOPING Page 10 lssue 20 March 2009

REPORT\SEVENTH DRAFT\DAEDALUS SCOPING REPORT FINAL MARCH

2009.D0C



SEEDA

Daedalus
Economic Scoping Report

3

Economic Policy Context

This section reviews policy for, or potentially affecting, economic development, at regional,
local and site specific level relevant to the Gosport peninsular and Daedalus. It includes
reference to planning policy which relates to the potential level and nature of uses on the
site.

3.1 Regional Economic Policy

The Regional Economic Strategy (RES) for the South East describes the Coastal South
East as having unique environmental assets and a string of distinctive coastal cities and
towns, but, nonetheless, having seen continued economic and social decline. The RES
does not make specific reference to the area around Daedalus or to the Gosport peninsula,
but outlines aspirations for the region which are applicable to Daedalus, suggesting that
underperformance can be lifted by investing in and harnessing skills progression, innovation
and creativity, ‘economic upgrading’, and culture- and leisure-based growth.

The draft South East Plan sets out the spatial framework for the South East. The Plan
includes little that specifically relates to economic development at Daedalus; however,
Policy RE5, ‘Addressing Intra-Regional Economic Disparities’, outlines the approach to
addressing economic imbalance within the region. Policy SH6, ‘Scale, Location and type of
employment development’, sets out the South East England Regional Assembly’s
(SEERA’s) approach to increasing economic growth in South Hampshire by 3.5% per
annum (GVA) by 2026. If achieved, this would result in an employment increase of 59,000
jobs between 2006 and 2026.

3.2 Sub-regional Economic Policy and PUSH

3.21 PUSH

The Partnership for Urban South Hampshire (PUSH) is a voluntary partnership bringing
together the 11 local authorities in South Hampshire, and includes the boroughs of Fareham
and Gosport. The organisation’s vision for South Hampshire is of “a better place for
everyone who lives, works and spends their leisure time here®. PUSH believes that its
vision can be achieved by delivering a strategy for economic-led growth over the twenty
years from 2006-2026.

In line with SEERA'’s target, the PUSH target is for the creation of 59,000 net new jobs
between 2006 and 2026, along with two million square metres of employment space to
support business growth. To support this level of economic growth and regeneration, on
average 4,000 new homes will need to be built every year to 2026, along with timely
provision of the requisite physical, social, cultural and environmental infrastructure.

PUSH’s Business Plan for 2008-2011 sets out the organisation’s vision for South Hampshire
and steps to deliver its vision. The Plan outlines eight Strategic Employment Sites, of which
Daedalus is one, which are critical to delivery of the 59,000 jobs. It is anticipated that
Daedalus will provide 1,100 jobs®'. In addition, Daedalus has also been identified as a
‘Strategic Housing Site’ in the PUSH Business Plan for 2008-2011.

The Business Plan sets out Action Plans for a number of areas, including economic
development. The strategic objective economic development is to ‘integrate and improve
skills and employment service delivery to employers and the workforce’. These will be
achieved through the following actions:

o Creating an “Employment & Skills Board” to provide coordinated leadership;

o Developing and implementing the PUSH Adult Learning and Skills Strategy;

20 PUSH website http://www.push.gov.uk/about push/The Partnership/intro.aspx
2 PUSH (2008) The South Hampshire Agreement: Multi Area Agreement
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« Engaging and up-skilling the resident working age population;

« Increasing graduate retention;

o Improving the skills infrastructure and provision;

e Tackling low achievement in schools; and

« Investigating specific sector-focused strategies and interventions.

The Learning and Skills Council for Hampshire and the Isle of Wight has identified the
following objectives for meeting educational requirements within the area:

o Extending participation in learning and training;

« Addressing any issues of over- and under-provision in the area;
e Meeting local skill needs;

« Improving standards of education and training delivered;

« Providing a more responsive infrastructure, both in terms of learner, employer and
community needs;

« Improving collaboration and progression in the 14-19 phase, the post-19 phase and with
Higher Education; and

« Being financially viable, affordable, cost-effective and successfully managedzz.

3.2.2 Skills

PUSH considers that skills have a vital role to play in enabling the urban South Hampshire
area to meet its target of Gross Value Added (GVA) growth scenario of 3.5% per annum by
2026. Meeting this target will require a step change in skills level over the next 20 years if
skills within urban South Hampshire are to marry with the area’s projected business
employment profile.

PUSH is in the process of developing a strategy and action plan to support skills developing
in the sub-region. The strategic aims of the document are:

« Employment rates and economic inactivity: providing the skills for employment in
growth sectors;

« Workforce productivity: tackling skills shortages and gaps in growth sectors;
« High value added sector activity: releasing high value added potential; and
o Skills infrastructure: delivering world class skills in a demand led system.

The principal vehicle for realising the document’s aims will be PUSH’s emerging
Employment Skills Board (ESB), which will be locked into three Local Area Agreements for
Hampshire, Portsmouth and Southampton, and the PUSH area Multi Area Agreement
(MAA). Once formed, the ESB will work with existing organisations and partnerships to
raise economic activity rates and workforce productivity, through addressing local skills
needs, signposting businesses to appropriate partners such as Train to Gain, encouraging
business start-ups, and working with employers to develop and implement more flexible
working policies.

3.2.3 Waterfront Strategy

SEEDA has also commissioned Adams Hendry to develop a Waterfront Strategy for the
Solent®®. The report makes a number of recommendations applicable to the development of
the Daedalus site:

2 Learning and Skills Council Hampshire and Isle of Wight: Fareham and Gosport Peninsula: Post-16
Curriculum Planning, 2006
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« Innovation and expansion of existing marine industries and growth of the core marine
clusters should be promoted. This can only be achieved if new marine industries are
attracted to the area and if related activities are strengthened and existing marine
clusters expanded;

« Daedalus was highlighted as a marine site of strategic economic importance. The site
provides the only sizeable near coastal site on which marine industries can be
accommodated and expand. The report acknowledges that consideration of the options
and viability of improving access the waterfront to enable development;

« Skills and training requirements and age imbalances should be identified and
addressed; and

« The feasibility of creating new habitats on at least a Solent-wide basis, as a
compensatory measure for the effects of the needed expansion of the marine industry,
should be addressed with relevant bodies (e.g. Natural England and the Environment
Agency).

3.2.4 Minerals

Mineral and gravel deposits can be found on the eastern portion of the MCA site and on
Hangars East. Policy MW9 of the Hampshire Structure Plan Review?* and Policy 4 of the
Hampshire Minerals and Waste Local Plan® state that the deposits must be safeguarded
from any development which would prevent or prejudice possible future extraction. This
policy is being reviewed. If Daedalus remains a strategic site for gravel extraction, then the
material would need to be excavated before development could commence on this part of
the site.

3.3 Local Policy

Gosport’s Economic Regeneration Strategy 2004-2007 provides a framework to guide the
Council’s investment and policy formation in respect of sustainable economic regeneration
in the borough. The Strategy outlines 14 strategic objectives, of which the following are of
relevance to Daedalus:

o Where land is surplus to MOD requirements, to support its phased release for mixed
use and employment purposes; and

« To encourage inward investment and expansion opportunities for local businesses.

Policy R/DP4 of the Gosport Local Plan has designated Daedalus as a site where the
council will expect a mixed use development to be brought forward. Policy RIEEMP2
reinforces this, allocating Daedalus as a site for new employment development as part of a
mixed-use development.

Policy RIEMP4 supports the development of waterside sites in urban areas for employment
purposes if the proposed development relates to the building, repair, maintenance or fitting
out of boats or any other appropriate marine uses. The Local Plan identifies the slipway
adjacent to the Daedalus site as a potential location to create marine employment
opportunities as part of the wider redevelopment of the Daedalus site.

Hangars West, Hangars East, and part of the Waterfront site are located within the strategic
gap between Stubbington and Lee-on-the-Solent, which is protected through regional and
local policies. The designation of this part of the site as strategic gap protects the open
nature of this land. Policy DG12 from Fareham’s Local Plan states that those parts of the

5 Adams Hendry (2007) Solent Waterfront Strategy
4 Adopted 1996
5 Adopted December 1998
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site designated as strategic gap should be utilised for appropriate uses®. The policy also
outlines options for development of the site:

“Retention of three runways & existing hangers — general aviation will use the runways
and existing hangars, with additional employment and recreational uses for existing
hangars not used for general aviation. The remaining parts of the Airfield should be
utilised for uses appropriate within the Strategic Gap;

Retention of the western runway and hangars — use of the western runway and
associated hangars for general aviation, additional hangars to be used for employment
or recreational purposes, use of remaining parts of the Airfield for uses appropriate with
the Strategic Gap;

No aviation use — employment or recreational uses in the existing hangars with
remaining parts of Airfield being utilised appropriately for Strategic Gap; or

Use by one occupier — use for education, employment or leisure/recreation by one
occupier.”

Local planning policy may influence the type or the character of development proposed
along the waterfront including the viability of a marina. The coastline which runs alongside
the Daedalus site is subject to a number of environmental designations. If development is
proposed at or associated with the Daedalus site, it could affect the integrity of the coastal
environment, and the costs of mitigation measures would need to be allowed for.

3.4

Key Points and Implications for Daedalus

Regional policy in the RES and Draft South East Plan makes little specific reference to
the economic development on the Gosport peninsula, but recognises the need to
address economic under-performance of coastal areas generally, and of raising the

level of economic growth in South Hampshire. These can be addressed through
investing in and harnessing skills progression, innovation and creativity, ‘economic
upgrading’, and culture- and leisure-based growth, and will require higher economic and
employment growth in South Hampshire. As a site of strategic scale, Daedalus can play
a significant role in meeting these regional objectives.

PUSH, the sub-regional partnership, envisages substantial economic and employment
growth for South Hampshire, and identifies Daedalus as a strategic site to help deliver
this, providing some 1,100 new jobs by 2026. The Waterfront Strategy also identifies
Daedalus as a site for strategic marine importance.

Locally, the policy is to encourage inward investment and expansion of local business,
and envisages development of ex MOD land for employment and mixed-use
development. Support is also provided for aviation and aviation-related uses. Policy
supports employment use of urban waterside sites for marine uses, such as
boatbuilding and repair. The Strategic Gap policy limits use of part of the site to uses
appropriate to the strategic gap, which would preclude standard types of urban
development, but potential may lie in aviation related uses, and recreation that would
maintain the existing open character of these parts of the site. The safeguarded gravel
deposits in the same area may also be a constraint to development.

The overall implication of policy for Daedalus is to support mixed-use development, with
an emphasis on employment uses of significant scale, especially for marine industries,
as well as housing. Other roles supported include education and leisure/recreation.

%6 Fareham Borough Local Plan
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Market Context

4.1 Constraints on Development

4.1.1 Physical and Planning Constraints

Development of the Daedalus site is constrained by various planning policies which will
shape the type of development built on the site and limit the potential to develop to its full
capacity. Part of the Daedalus site is within a Conservation Area, requiring development to
preserve or enhance the surrounding built environment, and the retention of some of the
existing buildings concentrated in the waterfront area, and including the listed buildings.
This may affect building heights and styles, for example. Open space standards limit
developable area available out of the total site, and the Strategic Gap policy restricts
development on Hangars West, Hangars East, and on part of the Waterfront site.

4.1.2 Ecological Constraints

No ecological constraints have yet been identified on the site. Although it is possible that
this will change as studies progress, at this point it is assumed that none which would hinder
development exists at Daedalus. A Phase | Habitat and Ecology Survey, which identifies
the potential for protected species at Daedalus, has been undertaken by Capita Symonds.

4.2 Commercial Market Context

4.2.1 Sub-regional Sector Growth Prospects

The Partnership for Urban South Hampshire (PUSH) presents estimates for industrial sector
change. The report forecasts that between 2006 and 2026, South Hampshire will gain
some 59,000 net new workers. Growth in South Hampshire can be expected in business
services and in distribution, but a decline in manufacturing is also forecast. Business
services, under this scenario, would increase by over 6%, and manufacturing would decline
by over 5%2’. This would indicate increased demand for office space. PUSH, however,
qualifies these figures by stating that the decline in total employment disguises the
contribution of the sector to sub-regional output, particularly in advanced manufacturing.
This highlights the need to provide appropriate accommodation for advanced manufacturing
to support the development of the sector.

The main focus of employment growth in Gosport and Fareham has been on the M27
corridor at the northern end of the peninsular, where accessibility is good. The transport
issues for the rest of the peninsula discussed in Section 2.4 affect demand elsewhere
including at Daedalus.

4.2.2 Aviation

The current role of the airfield is principally limited to use by the police and the Maritime and
Coastguard Agency (MCA), but general aviation activities continue at a low level. These are
permitted, as a continuation of long established activity, by the Hampshire Constabulary,
which manages the airfield. The long term solution would be to find an operator for the
airfield with an interest in promoting GA and related activities such as maintenance, repair
and overhaul (MRO). MRO operations have provided an alternative employment and
income base in other aerodromes in the UK including Oxford, Southend and Exeter.

The presence of a functioning runway, with adjacent, large potential employment sites, and
the unusual combination of airfield and waterfront access, presents an opportunity to
develop aviation and aviation-related industries that could take advantage of the facilities,
and possibly attract businesses with links to both the aviation and marine sectors. There
are a number of aviation-related companies present in south Hampshire, and such a
location could provide space for them to expand, where their current locations are

2" PUSH Economic Drivers & Growth Phase 3 Final Report (2005), p. 5
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constrained. Development of aviation and related industry would fit with the policy
objectives of promoting technology-based industries and high-skill employment.

Opportunities and issues for aviation were discussed at an Aviation Workshop on 24 June
2008. This considered some of the commercial realities for developing aviation at
Daedalus. Whilst there is demand for general aviation use and associated services, this
alone would be unable to support the costs of operating and making the requisite
investment in, and maintaining, the infrastructure of the airfield. This is confirmed by
research undertaken for SEEDA?®, An operator would need to support the operation of the
airfield through other activities. Experience at other similar airfields suggests that it can
work in combination with operation of other activities. These could include provision of
property for businesses that would use the runway directly, or for businesses providing
aviation-related services or manufacture, i.e. MRO and a range of manufacturing, from
aircraft manufacture to aviation components. Some particular opportunities were also
identified in new technologies related to aviation and marine, potentially capitalising on the
dual marine and aviation potential of Daedalus. Composite materials, in particular, have
both marine and aviation applications, as do autonomous vehicles.

The best prospect for establishing this model would be to attract one or more major
companies that require industrial or business space and can help support the operation of
the airfield and act as an anchor around which smaller operations can cluster. However, the
prospect of attracting one or more major companies, such as aircraft or aviation component
manufacture or major MRO, is uncertain, as it depends on the plans and particular needs of
a limited number of specialised firms, arising domestically or internationally. This is a
dynamic sector globally in which new technologies create opportunities for new products.
Significant demands of this kind are therefore a possibility of which Daedalus could take
advantage if it arises, and the capacity to do so is safeguarded through policy.

4.2.3 Marine Industry

The Solent Waterfront Strategy29 highlights the importance of Southampton for its
commercial port, Portsmouth as a defence port and Lymington, the River Hamble, and
Cowes as important strategic centres for marine leisure and recreational business. These
three activities are considered the essence of the marine asset in the Solent.

The marine sector in the Solent sub-region is home to at least 1,750 businesses and 25,000
direct jobs, which is approximately the same as the contribution made by the financial
services sector to the Solent economy. If indirect and induced effects are included, the
sector supports 48,300 jobs. It is estimated that GDP contributions from marine business is
£3.6 billion, 18% of the total value of the Solent economy (this figure excludes the Fawley oil
and petrochemical facility, Portsmouth naval base and other MOD establishments, tourism
expenditure and education establishments). If these exclusions are included in GDP
calculations, revenue generated is £5.5 billion, or 27% of the total value, of the Solent
economy.

While PUSH has noted that marine industry in South Hampshire lost jobs at a faster rate
than the regional economy between 1999 and 2004, this is due to the reduction in direct
defence employment, and shipbuilding significantly gained employment over the same
period. However, Solent Waterfront Strategy notes that the manufacturing component of
marine industries may become too costly, and with the skill base also declining, they also
stress the importance of retaining high-value manufacturing. It concludes that port activity
and manufacturing of yachts may increase, with worldwide affluence driving demand for
larger ‘super-yachts’ which could be constructed in the Solent if suitable sites were available.
Some large recreational craft are now being constructed in the Solent. Particular
opportunities have been suggested for marine-related and potentially high-tech

8 Genecon (2006) Daedalus Strategic Acquisition Economic Appraisal
29 Adams Hendry (2007) Solent Waterfront Strategy
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manufacturing and repair, as well as for a marina (see below), at Daedalus. PUSH also
identified the changing nature and scope of water recreation, which has widened to include
new leisure activities and broadened to include education, crew training, and eventing.

To ensure that marine industries on the Solent thrive, it will be necessary for the marine
industry and related organisations to champion programmes targeting skills and
competitiveness.

A consultation event was held on 9 January 2008 with MareNet, the marine networking
initiative of Marine South East, on the potential for the marine sector at Daedalus. Points
raised included the contribution that a marina could make in creating opportunities for the
marine sector at Daedalus, and the potential synergy between the aviation and marine
industries, in technologies such as composites and autonomous vehicles.

A survey of The Yacht Harbour Association (TYHA) members found that demand exceeds
supply for the majority of coastal marinas across all sizes of marina berths. Within the
South East it was estimated that there is, on average, 64% excess demand for marina
berths of varying sizes®. There are also a number of proposals for new or expanded
marinas within the South East®'. Further investigation would be needed to examine the
demand for a marina at Lee-on-the-Solent, and to ascertain the level of competition from
other existing and proposed marinas. If a marina were viable at Lee-on-the-Solent, it would
introduce additional leisure and boating facilities and activities, avoiding direct conflict with
the harbour authority or port related activity.

A marina itself is unlikely to generate large employment on-site. A recent study by the
British Marine Federation (BMF) estimated that in 2005-2006, only 1,700 people nationally
were employed directly in marina industries®; however, it also suggested that one job in the
coastal marinas sector supports 12 jobs in the local economy, providing a GVA seven times
larger than that of the core coastal marinas sector. At a national level, supply chain impacts
are believed to generate 4,300 jobs and an additional £102 million in GVA. Leisure and
tourism is also likely to be boosted with additional revenue (nationally) of £214 million and
creation of 5,350 jobsss. While the calculation is only indicative, it suggests that a marina
could stimulate demand locally in the supply chain, including boat repair and boat building.

A marina also creates an attractive focus, which brings additional visitors supporting a range
of services, and can boost demand for property, adding to land and property values.

Further research is necessary to establish the technical viability and explore the
acceptability of marina development in coastal policy terms, as well as to understand the
financial viability of such a development.

4.2.4 Education and skills
Section 2.1.4 outlines the current skills base within Gosport and Fareham

There is a gap in the provision of secondary schools and sixth form colleges on the
peninsula, with current learners looking at nearby provision to satisfy their educational
needs.

For school leavers of the academic year 2005/2006, 877 of 1,772 pupils went to
schools/colleges outside of Gosport and Fareham. The pattern of out-commuting is
particularly noticeable in Fareham, where a concentration of 16-18 year olds seeks
educational provision outside of the area. The number of 16-18 year olds from Gosport
seeking educational provision outside the area is smaller®. Those studying A-Levels must

%0 Survey of TYHA members, June 2007, cited in British Marine Federation (2007) Economic Benefits of
Costal Marinas UK and Channel Islands

*" British Marine Federation (2007), p. 19

%2 BMF statistics cited in British Marine Federation (2007)

% British Marine Federation (2007) Economic Benefits of Costal Marinas UK and Channel Islands, p. 7-8
* |LR for 2005/2006, http://www.nomisweb.co.uk
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study outside the area due to poorer selection of courses available locally. While it may be
more expensive to travel to other colleges, the journey is straightforward, and pass rates are
generally higher™.

The LSC has broken down education and training provision into 14 areas and has identified
a number of areas where education and training provision is in demand, based on those
areas where training is being sought outside the peninsula. Construction trades and crafts,
including electrical, mechanical, and engineering services have been identified as the area
where provision is lacking most within the two boroughs36. Vocational skills training could
therefore be provided for those economic sectors located at Daedalus.

Plans for Daedalus should include the flexibility to allow college or university education
and/or vocational skills providers to move onto the site. Skills and education could be linked
to sectors being developed on-site to assist in the provision and development of
appropriately-skilled employees.

4.2.5 Retail

Fareham has been subject to expenditure leakage to other competing towns. A 2005 study
indicated that existing retail floorspace would be inadequate for projected requirement337.
Since then, the Market Quay speciality retail development has been completed, further retail
investment is going into Fareham town centre, and a major Tesco superstore that will meet
the town’s aspiration for a major supermarket in the centre has been approved (subject to
legal agreement). These developments will help to redress this leakage. Gosport Borough
Council considers that town centres perform a valuable role, and their future prosperity is
vital to the economic regeneration of the Borough. After Gosport, Lee-on-the-Solent is one
of two district centres®®. The Gosport Local Plan supports the growth of retail and service
development at Lee-on-the-Solent to ensure viability and vitality of the centre.

The Gosport retail study shows that Stubbington and Lee-on-the-Solent only attract local
residents for top-up food shopping, reflecting the fact that neither settlement provides
substantial food or non-food shopping facilities. Lee-on-the-Solent has a total floorspace of
10,794 m? with 82 outlets. Its retail composition is consistent with the expectations of a
centre performing a local shopping function, with a strong convenience representation
anchored by the Co-Op and complemented by an independent butcher, baker, greengrocer
and fishmonger39. It is estimated that the total convenience goods turnover is £3.2m
(largely a result of the Co-Op) with an average convenience goods sales density of £2,978
per m? net. The number of service businesses is above the national average, while the
number of comparison units is below, and the vacancy rate is consistent with the UK
average. Overall, Lee-on-the-Solent meets the day-to-day shopping requirements of local
people. The centre, however, would benefit from improved linkages between the High
Street and to the seafront to encourage more visitors to use the High Street shops.

GVA Grimley notes that the current convenience provision is not servicing the catchment for
the full range of food requirements, particularly for main food shopping. In the forthcoming
LDF development period it will therefore be necessary to meet the main food requirements
of residents; extension or redevelopment of the Co-Op may be an appropriate way of
achieving this. A medium-sized store could be supported to halt leakage of trade and
prevent the development of unsustainable travel patterns of residents leaving the Borough4°.
Another possible way forward may be to consider niche or specialist markets which are not

% PricewaterhouseCoopers (2007), Fareham and St Vincent Colleges: Feasibility study to examine
oaptions for the reconfiguration of post-16 provision in Fareham and Gosport, p. 26

3 Learning and Skills Council Hampshire and Isle of Wight: Fareham and Gosport Peninsula: Post-16
Curriculum Planning, 2006

%" Nathaniel Lichfield and Partners (2005) Fareham Borough Council Retail and Centres Study

% GVA Grimley (2007) Gosport Borough Council Town Centres: Retail, Leisure and Office Study

% GVA Grimley (2007)

9 GVA Grimley (2007)
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provided elsewhere within the area, and to which residents from outside Stubbington and
Lee-on-the-Solent would be willing to travel. These conclusions would suggest that
Daedalus may be able to complement existing facilities through the provision of additional
food stores or through niche retail space.

The GVA Grimley report does not consider that retail alone will be sufficient to maintain and
enhance market share in Gosport. Enhancement of leisure and visitor/tourism facilities,
together with significant improvements to the day- and night-time eating and drinking
economy, could assist . Thisis similarly applicable to Lee-on-the-Solent and Daedalus.
Retail, while important, should be one of a suite of uses developed to enhance its vibrancy.

4.2.6 Leisure

Leisure provision in Fareham has substantially improved from the position in 2005, when the
Retail and Centres Study by Nathaniel Lichfield and Partners considered that there was a
lack of leisure and entertainment facilities in the borough. Since 2005, the Market Quay
development and a new multiplex cinema have opened, increasing the level of provision in
Fareham relative to its size and population.

Gosport Borough Council’s priorities for generating tourism in the area include improving
and increasing tourism product through more facilities, attractions and services. A study
commissioned for Gosport Borough Council in 2005 suggested that although tourism may
be seen as a fledgling economy in view of the local volume of accommodation and visitor
attractions, it represents a significant contributor to the local economy. To improve tourism
within the locality, the report suggests that the borough invest in marketing initiatives to tap
into new markets and to harness the benefits of niche markets such as sailing and short
stays*.

A survey carried out by Gosport Borough Council suggests that Lee-on-the-Solent Tennis
and Squash Club is a popular local facility, along with facilities in Gosport. A 2002 study by
the Council also identified that current leisure provision within the Borough is generally in
poor condition and does not meet local community needs. As a result, there is a net export
of borough residents to sports and leisure facilities in adjacent local authorities where a
greater range of higher-quality facilities are provided. The study also identified Holbrook
Leisure Centre, located on the A32, as well-placed in terms of transport links, but requiring
urgent redevelopment"s. The conclusions of this survey suggest that investment in existing,
rather than new sporting/leisure provision is required within the borough. There could be
opportunities for Daedalus to contribute to improving the leisure offer of the area as part of a
mixed use development.

The principal opportunity for leisure at Daedalus relates to its waterfront location, in
combination with the character and history of the best buildings on the waterfront site. This
offers the potential to create attractive leisure environments, accommodating a mix of
activities. Several organisations have put forward ideas and proposals for leisure facilities
that could be provided on the Daedalus site. Expansion of the Hovercraft museum has
received attention; the scope of the museum could be expanded to focus on maritime or
transport so that it becomes a tourist attraction in its own right. Other ideas have included
the expansion of the facility so that it can be an educational and training resource; a range
of services could also be provided including a café, cinema or special events*. Club
sailing, while bringing limited direct revenue, generates indirect spending such as niche
retail. Concern has also been raised about the compatibility of jet- or water-skiing with
sailing. If leisure at Daedalus is to succeed in drawing visitors from beyond the fairly limited
immediate catchment of the Gosport peninsula, it would need to develop a high-profile

* GVA Grimley (2007)
*2 Tourism Solutions (2005) Hampshire Hotel Trends Survey 2003-2004

43 .
GVA Grimley (2007)
44 . e
SEEDA internal briefing sheet
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attraction, such as a marina, that can create its own market from a much wider area, and
then act as a catalyst for other activities. Further research to confirm the extent of demand,
with information on rents, yields, and take-up, is needed to fully understand the prospects
for waterfront leisure uses at Daedalus.

4.2.7 Hospitality

The Hampshire Hotel Trends Survey 2006-2007 suggests that in Fareham there is scope for
expansion of the existing 3- and 4-star hotels and a new budget/upper-tier budget hotel.
The corporate market is the primary source of business demand for 4-star hotels in
Hampshire, accounting for 80-95% of business demand in most locations. There is already
a very high level of weekday denials (the number of potential guests turned away) in
Fareham (between 50-100 rooms per night), and it is anticipated that corporate demand for
accommodation will increase in Fareham as the Solent Business Park continues to develop.
However, despite corporate demand, overall occupancies were lower in Fareham than the
national average, due to lower weekend occupancy rates®. This is reflected in rates of
denied business: hotels in Fareham do not generally deny business on Friday, Saturday
and Sunday nights.

Residential conferences are the secondary source of business demand, typically accounting
for 5-20%. The report considered that there is a significant market for country club hotels in
the M27 corridor. Leisure markets are another potential market for hotels within the locality:
3-star hotels surveyed within rural parts of the county and smaller towns, including
Fareham, were cautious about their prospects for 2008, with concerns particularly about a
possible recession and continuing decline in weddings business.

Within Gosport, the survey also suggests that there is possible scope for a budget hotel
given the current lack of hotel accommodation®®.

The Wardroom building on the Waterfront site has been mooted as a potential hotel. In
order to be successful as a hotel, it needs to generate new demand and attract high enough
year-round occupancy to justify appropriate investment. Tourism South East believes that a
hotel is feasible: attractions on the site need to be tailored to the market to which the hotel
appeals‘”. Opportunities to maximise the use of the hotel should be explored by providing
facilities which can be offered to both guests and the local community. The Hampshire
Hotels Future report, however, notes that Daedalus is off-pitch in terms of traffic flows and
business activity48. Viability of a hotel on Daedalus will be linked to establishing the site as
a destination or focus of business and leisure activity.

4.3 Property Values

4.3.1 Light Industry

Drivers Jonas advises that industrial space has steadily increased in the eastern M27
corridor, which includes Fareham and to some extent Gosport over recent years49.

Industrial units currently being let at Daedalus have rental prices ranging from £14-£24.25
per m? for hangar space and circa £36.50 per m? for workshop-type space. Rental income
could be raised if the site were developed to provide a better quality environment. The rents
commanded at Daedalus are lower than other business parks and centres in Gosport,
where rents range from £48.22-£80.74 per square metre®.

*> Hotel Solutions (2008) Hampshire Hotel Trends Survey 2006-2007

“* Hotel Solutions (2008)

*" SEEDA internal briefing sheet

8 Ack Tourism and Tourism Solutions Research and Development Consultancy (2005), p. i

* Drivers Jonas red book evaluation cited in Genecon (2006) Daedalus Strategic Acquisition Economic
Appraisal

®Drivers Jonas red book evaluation cited in Genecon (2006)
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4.3.2 Commercial

Average office prices vary within Gosport depending on location. Rents of £54-£75 per m?
are achieved for small suites on flexible terms. However, void periods of six to twelve
months are common and generous incentives generally have to be offered to encourage
companies to locate.

The locational advantages of Daedalus must be weighed up against other business centres
in the area. Information provided by SEEDA outlines a number of business parks located
within the Gosport and Fareham areas. One is the Gosport Business Centre, which is
located on the A32. The site comprises 25,508 ft* (2,370 m?) of net lettable space, which
has been sub-divided into a number of small office and workshop units. After three years
the business centre has only achieved 75% occupancy“. There is a clear need for space
for businesses outgrowing small units such as those available at the Gosport Business
Centre. One role for Daedalus could be to fulfil this requirement. In developing new
commercial space at Daedalus, the project team will need to ensure that there is sufficient
demand for the premises being provided.

4.3.3 Retail

Prime retail yields have remained stable in Fareham town centre since 1998 at 8.0%. In
comparison to surrounding centres, Fareham fares better than Gosport and Cosham but
worse than Portsmouth, Southampton and Eastleigh. It might be expected that Fareham
would return yields similar to Eastleigh, which may suggest that investment confidence is
not particularly high in Fareham®®. Prime Zone A annual retail rents in Fareham can range
up to £125 per ft? (£1,345 per m?), with secondary rents achieving £75 per ft? (£807 per m?).

Yields in Gosport remained stable at 9.0% between April 2001 and July 2006, strengthening
to 8.5% in July 2006. This “suggests limited investor confidence”. Rental values are lower
than in Fareham, with prime Zone A retail rents at up to £431 per m2.

4.3.4 Housing

Completions and Projections

The supply of new dwellings has increased considerably in both Gosport and Fareham
since 1996, and has exceeded Structure Plan requirements by 14.6%"" in Fareham and
25%> in Gosport. As a result, the predictions made for the 20-year period need to be re-

assessed.
Table 4: Housing Supply for Fareham and Gosport
Fareham Gosport

Total dwellings 2006 45,816 34,985
Estimated total dwellings by 2013 48,946 36,970
Average Local Plan requirements 1996-2016 316 234
Average South East Plan requirements 2006- 186 125
2016
Projected completions between 2007-2016 3,278 2,188
Additional number of dwellings by 2016 1,214 390

Source: 2007 Annual Monitoring Reports for Gosport & Fareham, if not otherwise stated

At an average of 234 new dwellings per year in Gosport, the total requirement was 4,680 for
the period of 1996 to 2016. By 2007, 3,832 dwellings (81%) had been completed, leaving
848 dwellings (average of 94 per annum) for the remaining 9 years. This is primarily a

°" SEEDA internal briefing sheet

%2 Nathaniel Lichfield and Partners (2005)

°% GVA Grimley (2007)

% Annual Monitoring Report 2007 (Fareham), http://www.fareham.gov.uk/pdf/planning/amr2007.pdf
%% Annual Monitoring Report 2007 (Gosport), http://www.gosport.gov.uk

** Hampshire County Environment Department's 2006 based on Small Area Population Forecasts
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result of numerous major brownfield sites coming on stream at a similar time. As this land is
mainly from former Ministry of Defence use, it is predicted that the annual completion rate
will drop significantly after these projects are finished. Projected completions in the Gosport
Housing Trajectory 2007 suggest that the required 848 units will be met in 2009, and that by
2016, an estimated additional 390 dwellings will have been built. As of 2011, however, the
numbers of projected completions are significantly below the level suggested in the Local
Plan Review (234 per annum) but still exceed the 94 units per year needed to hit the target.

Circumstances in Fareham are similar. South East Plan®’ trajectories show that
development in the years up to 2016 will exceed requirements. This is because in 2006/07,
the number of completions was significantly higher than expected; in addition, three large
greenfield sites were released to provide affordable housing needed to meet the target of
100 units per year. Structure Plan requirements from 1996 to 2016 propose a need of
approximately 6,320 dwellings over the 20 year period. Actual completions in 2007 were
around 4,280 units, which is 67.7% of the total need already provided. The dwelling
completions required to meet the Fareham Local Plan then average at about 225 per annum
for the remaining 9 years, but projections show that in the next 5 to 7 years this rate will be
considerably exceeded. 3,277 dwellings are to be completed by 2016, so the estimated
number of dwellings completed over and above plan requirements will then reach 1,214.

House Prices

Any comment on house prices at present is subject to the uncertainties of the current
economic situation and housing market. It cannot be necessarily assumed that the market
will resume as before, once some stability returns. The following summarises recent
history.

For the period of October-December 2006 the overall UK average house price was
£172,755; the average house price for Hampshire was £209,238. The average Fareham
house price (£223,884) was almost 30% above the national average in that year and higher
than the average price for Hampshire, while the average Gosport house, at £166,820, was
just below the national average and some 20% below the Hampshire average.

Although house prices in Gosport are low compared to other districts in Hampshire, Gosport
house prices are rising. Between 2000 and 2002 average house prices rose by 45%, with
demand for housing now considered high58. However, the rapid increase (see Figure 3
below) between 1996 and 2002 has decelerated over the last few years. This can be seen
as a result of the overall economic situation, but the growing supply of dwellings in recent
years has also had an effect on house prices. For the period 2004-2005 average house
prices in Gosport were £174,000 for a semi-detached house and £246,000 for a detached
property. Between 2004 and 2006 Gosport’'s comparatively small house-price growth of
only 3.7% (to an average of £166,820) meant that it had dropped behind the average for
England and Wales™.

Nonetheless, despite lower-than-average house prices (in comparison to the County),
demand for housing is high in the Gosport area®. It is likely that Daedalus would prove
attractive to residential developersm. For the new housing development at Cherque Farm,
Lee-on-the-Solent, average prices were £2,745 per m? with properties ranging from

" South East Plan March 2006 (Section D3), http://www.southeast-ra.gov.uk/southeastplan/

%% HM Land Registry

%9 http://www.landregistry.gov.uk/

® Genecon (2006) Daedalus Strategic Acquisition Economic Appraisal, p. 34

®" Drivers Jonas red book evaluation cited in Genecon (2006) Daedalus Strategic Acquisition Economic
Appraisal
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£149,950 to £359,950%. Waterfront properties also carry a premium, for example a marina
view can command a premium of 16%°.

£250,000
—— Fareham
£200,000 — Gosport
/
g £150,000 - All England
E and Wales
£100,000
£50,000 _—_——
£0
I PP LSTIT LT L&
TR R PP PP PP
Year

Figure 3: Annual average house prices based on figures taken between October
and December of each year between 1996 and 2006%*

A marked increase in housing supply is forecast over the next decade, and this situation will
need careful re-assessment to ensure a sustainable housing market and find the balance
between actual demand and the provided supply.

4.4 Key Points and Implications for Daedalus

. Physical characteristics of the site and planning policy will shape development at
Daedalus and limit the potential of the site to develop to its full capacity. The inclusion
of the Waterfront site within a Conservation Area and designation of part of the
Hangars East site as Strategic Gap are particularly relevant.

. PUSH predicts that the sub-region will gain 59,000 net new workers over the next
twenty years. Suggested uses for Daedalus include general aviation and associated
aviation uses, marine, location for education or vocational skill training, specialist/niche
retail, leisure, housing and hospitality.

®2 Genecon (2006), p. 34
% GHK (2007) Brixham Regeneration: Economic Impact Assessment

64 http://www1.landregistry.gov.uk/propertyprice/interactive/ppr_ualbs.asp
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Consultation

A range of consultation has been carried out with both the community and businesses to
gather views and opinions about the suitability of different types of development at
Daedalus.

51 Community Consultation

SEEDA has carried out three phases of consultation to date on its proposals for Daedalus.
The full reports from each phase of consultation can be found on the Daedalus website
www.daedalus-seeda.co.uk.

5.1.1 Phasel

Phase | of community consultation occurred between May and June 2007. The first phase
of community consultation aimed to gather local feelings and perceptions towards the
development of the Daedalus site on a range of topics.

Almost two-thirds — 63.1% — of respondents supported the statement that there should be
job opportunities provided on the Daedalus site. Support was particularly strong for marine
and aviation related employment.

5.1.2 Phasell

Phase Il of the community consultation was carried out between July and August 2007. A
number of workshops were held regarding different issues considered to have an impact on
development potential at Daedalus.

In general, support remained high for aviation and aviation related business at Daedalus.
Provision of a flying school, aircraft museum and aircraft maintenance and renovation were
considered as ways in which aviation industries could be supported at Daedalus without
adverse impacts from increase aircraft movements.

There was support for exploring the viability of marine businesses/employment at Daedalus.
Support for manufacturing and industry on site was mixed, although there appeared to be
general consensus that the type of manufacturing provided at Daedalus would need to be
appropriate for the site. There was support for providing employment locally which required
skilled individuals. This reflects the perception that highly-skilled people leave the area to
work, and that Gosport is a low skill area.

5.1.3 Phase lll

Phase Il of the community consultation was carried out in December 2007. An exhibition
was held on Friday 7" December and Saturday 8™ December 2007, where attendees were
asked to provide feedback on five concept plans. These plans are available from the
Daedalus website (http://www.daedalus-seeda.co.uk).

Concept A: This was the most popular concept for employment, although concern was
raised regarding the location of employment areas, the size of the areas and the potential
traffic implications that this would have for the area.

Concept B: Strong support was received for aviation businesses and potential marine
based businesses.

Concept C: Broad support was provided for employment opportunities and aviation
business. This concept was the most popular choice for the location of an aviation business
park.

Concept D: Many respondents were concerned about the location and limited potential for
employment and lack of specific aviation business in this concept.

Concept E: The proposal of a marina was supported by many who saw this as an
opportunity to increase the economic sustainability of Lee-on-the-Solent, as well as to
improve the general atmosphere and vitality of the area.
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5.1.4 Ongoing Consultation

Throughout the consultation process, SEEDA has been answering specific enquiries from
members of the community who have been in contact by telephone, e-mail or through the
website.

SEEDA has also attended meetings of community groups, including the Hill Head
Residents’ Association, the Lee-on-the-Solent Residents’ Association and the Local Action
Coordination Group to keep these groups and their members updated on the progress of
the project.

5.2 Business Consultation

Business consultation has been ongoing during the three phases of consultation for
Daedalus. SEEDA has also set up an Economic Working Group which brings together
Fareham Borough Council, Gosport Borough Council, and Hampshire County Council, to
ensure that pertinent economic issues are addressed when developing proposals for
Daedalus.

Fifteen organisations responded during Phase | of the consultation and expressed a desire
to move or expand their business to Daedalus. These came from a range of sectors and
have been recorded by SEEDA. A meeting was also held with the Hampshire Economic
Partnership to discuss its views on the site and how it should be developed to meet the
needs of businesses.

During Phase Il of the consultation, businesses were approached regarding a number of
themes. Business events were held with organisations including Portsmouth and South
East Hampshire Chamber of Commerce, the Southampton and Fareham Chamber of
Commerce, Gosport Business Forum and MareNet and the Hampshire Economic
Partnership. The reports 'Masterplan Business Consultation Phase 1 and 2 Summary
Report' and 'Consultation Report Phase 3 Master Plan Concepts' provide further detail on
the consultation events, and can be found on the Daedalus website (http://www.daedalus-
seeda.co.uk).

Current tenants were also invited to meet with SEEDA's Development Manager to discuss
their long-term needs. The issues highlighted by responses to these themes, and the
responses from Phase 3 of the consultation can be found in the Phase 3 Consultation
Report.

5.3 Key Points and Implications for Daedalus

Community consultation responses have shown that the local population would like to see
employment promoted at Daedalus, with support for leisure, health, education, and the
marine and aviation sectors. Support for housing, retail and hospitality uses was not as
strong. The importance of retaining open space, creating local highly-skilled jobs, retaining
young people, and addressing transport concerns were major themes.

Business consultation responses have highlighted strong demand for commercial and
industrial space at Daedalus, and focussed on providing the right skills sets and physical
space.
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Economic Vision and Evaluation

This section sets out the economic vision for Daedalus and a framework for evaluating
proposals, both of which emerge from the analysis and data in the body of this report.

6.1 Economic Vision

Daedalus seeks to realistically meet economic objectives at both the strategic regional and
local scale, creating a development which serves and enhances the existing community at
the local, peninsular, and regional levels. The vision is to:

e Provide capacity for priority economic activities and sectors, with a focus on marine and
aviation industries and other value-added knowledge-based industries;

e Build upon the particular assets of the site, such as the waterfront access, the runway,
and the ability to offer relatively large sites;

e Contribute to other regional economic development objectives, creating jobs and
increasing GVA productivity;

e Use local skills, enhancing and contributing to up-skilling and learning, integrated with
the local community;

e Contribute to improved peninsular self-containment; and

e Provide improved social infrastructure for the local community, and leisure opportunities
at the strategic scale.

6.2 Framework for Evaluation

Six objectives are proposed, which, in conjunction with the overall vision and the economic
vision for Daedalus, have been taken into consideration in appraising options for
development. They are:

¢ Financial viability, assuming sufficient market demand exists to guarantee take-up;
e Basing development proposals upon realistic evidence of adequate market demand;
e Contribution to regional economic targets and objectives;

e Contribution to economic targets and objectives for the Gosport peninsula;

e Contribution to local social objectives; and

o Maximised interaction between uses and internal synergies.

6.3 Opportunities and Constraints for Development at Daedalus

Anticipated population and job growth over the next twenty years within the South
Hampshire sub-region will provide it with a new employment base. As Daedalus has been
designated a strategic employment, marine, and housing site, it has the potential, if
appropriate accommodation is developed, to play an important part in attracting new
employment and stimulating growth in multiple sectors.

The current workforce in Gosport in particular is relatively poorly-qualified, whereas much of
the anticipated growth in jobs is in higher-skill categories. If the local population is to be
employed at Daedalus, it will be imperative that the current skills base is improved, and that
attainment levels at school and through training opportunities are increased. While reports
have highlighted the deficit in education and training provision on the Gosport peninsula,
Daedalus provides an opportunity for education and training which could be linked to new
industries.

Development of employment uses at Daedalus may also achieve a reduction in the
congestion currently experienced on the Gosport peninsula. Nonetheless, it should also be
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noted that even if the level of out-commuting from the Gosport peninsula is reduced, the
limitations on access to Daedalus may reduce the viability of some economic activities
there.

The redevelopment of Daedalus provides an opportunity to support the development of new
economic sectors locally, including aviation, marine, leisure, retail and advanced
manufacturing. It can contribute to meeting the aspirations of SEEDA, PUSH, the local
authorities, and the local community.
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