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1 introduction

1.1 DTZ Pieda Consulting was appointed in October 2003 to undertake an evaluation of the Rowallan Business Park, Kilmarnock.

1.2 A key aspect of any evaluation is to remain focused on the key questions which the evaluation process is seeking to answer.  These questions may vary in complexity and will depend on the original goals or objectives of the project.  The goals of the Rowallan Business Park project are essentially quite straightforward:

· To provide a high quality business park, attractive to inward investment and indigenous businesses;

· To act as a strategic business location in and gateway to Ayrshire.

1.3 The key questions for the evaluation are therefore: 

· What was the fundamental rationale for the establishment of Rowallan Business Park - was it correct and is it still valid?

· To what extent has the Park addressed the previous market failure? 

· What have been the actual outputs from the Park’s development in terms of floorspace created, land developed, jobs created, leverage obtained etc? 

· How does the Park’s development and impact compare with other similar strategic sites?

· What lessons of best practice can be learned for the future development of the Park?

· What form should the future development of the Park take and what should be the nature of the public sector support for that? 

1.4 DTZ Pieda would like to take this opportunity to thank all those consultees who assisted with this evaluation.

2 Context of rowallan business park

2.1 The key question which this section addresses is: 

What was the fundamental rationale for the establishment of Rowallan Business Park - was it correct and is it still valid?

Introduction

2.2 In 1995, Enterprise Ayrshire acquired a 30 acre site north of Kilmarnock in order to develop a high quality business park. The Rowallan Business Park, as it came to be named, was the first business park in Kilmarnock, and attracted its first occupant in 1997. Since this date, a further two units have been constructed (Appendix 1).

2.3 However, significant changes have taken place in the economy, the market and in policy since 1995. In order to evaluate Rowallan Business Park thoroughly, it is necessary to understand both the context in with the original objectives for the Park were identified, and the current and future context in which any future development of the Park will take place. 

2.4 This section will compare and contrast the contextual background in which Rowallan was first established and in which it operates today, embracing the economy, the market and relevant policy. In order to do so, DTZ Pieda have drawn heavily on numerous reports and strategies published by the Scottish Executive, Scottish Enterprise and the relevant Local Authorities over the 1995-2003 period.

1995 context

2.5 The provision of industrial sites on greenfield sites on the edge of urban areas; the development of serviced sites and premises by public sector bodies and the safeguarding of large sites for inward investment are all approaches which date back to the inter-war depression. In March 1996, Enterprise Ayrshire had a total land holding of 408 hectares, the second largest in the SE network. Two sites, Glengarnock former steelworks and the Riverside Business Park at Irvine, comprised 85% of this. It also held 25,942sq.m of property. 

2.6 When it was established in 1995, Rowallan was a key part of Enterprise Ayrshire’s business plan and met with Scottish Enterprise’s strategic objectives to “improve physical business infrastructure” and “aid the growth and development of businesses”. 

2.7 It was one of six strategic Ayrshire sites approved by the Strathclyde European Partnership for priority investment and was a key location in the Sites & Premises Strategy approved by the Enterprise Ayrshire board in 1997.  It was also envisaged that the project would meet the Enterprise Ayrshire objectives to
:

· complete the development of existing sites at Kilmarnock, Irvine and Prestwick

· expand the programme of property assistance to Ayrshire’s existing company base;

· create an internationally competitive business environment in Ayrshire.

2.8 Following the practice of the time, the portfolio of sites and premises, the ‘physical’ aspects of the Enterprise network, was dealt with by the property, land and environmental renewal team. This activity was generally seen as separate from business development and support, and detached from training, inclusion and participation activities. 

2.9 This limited interconnectivity between the various aspects of Scottish Enterprise Ayrshire’s remit was continued in the 1999 Approved Ayrshire Joint Structure Plan. In this document, strategic sites are found in the chapter concerned with supporting and guiding economic development. The structure plan’s primary focus with regard to these sites, mostly large sites intended for inward investment and industrial estates, is their safeguarding for industry. Their relationship with wider spatial considerations, such as surrounding towns, the transport infrastructure and local labour markets, were not elaborated on.

2.10 Enterprise Ayrshire’s 1997 Sites and Premises Strategy noted that there was an enduring market view that outside Irvine, the location, scale and specification of much of the supply of land and premises available was inappropriate for the needs of business activities. By their own estimation, 44% of their land portfolio and 27% of its premises were judged to be ‘non-effective’ due to development constraints such as inappropriate locations for market demand. 

2.11 In its acknowledgement of this and of the need to test the property portfolio against market requirements such as the local workforce, accessibility, transportation and the established business community, the 1997 Strategy demonstrated a growing awareness of the wider factors that influenced a company’s choice of location. However since then, further changes have taken place both locally and globally, to necessitate further reappraisal.

2004 context

2.12 In the years since the establishment of Rowallan Business Park, the Ayrshire economy has proven vulnerable to economic change. The proportion of employment in clothing and textiles in Ayrshire is over twice the national average, but employment has declined faster in this sector than any other industry. In contrast, it has half the representation of the fastest growing industrial sector, business services. Other industries that are well present in Ayrshire and have experienced decline are metal manufacturing, electronics, chemicals and mining and mineral extraction. This structural weakness was behind the loss of 2,300 jobs in the late 1990’s.  Whilst employment in Scotland grew by 6%, it fell in Ayrshire by 2%. Almost 30% of all jobs lost in the manufacturing sector in the West of Scotland during this period were lost in Ayrshire.

2.13 While Ayrshire is over-represented in the declining manufacturing sector, it is under-represented in private sector office based industries, such as finance and business services.  These industries have experienced strong growth since Rowallan Business Park was established.  They now provide 17% of all jobs in Scotland, but only 8% in Ayrshire and this gap continues to widen.

2.14 Government policy has changed to reflect this restructuring of the economy. NPPG2, which is concerned with planning for business and industry, stresses the need for sites for inward investment, but also emphasises the role of the service sector, the need to integrate development into settlements and providing for rural development.  Overall, a more integrated approach is being promoted that aims to secure economic prosperity, while ensuring that the benefits reach all sections of society and that the economy operates within natural resource constraints.  These latter two aims of social inclusion and sustainable development have emerged as important overriding factors in government policy.

2.15 The Strategic priorities of Scottish Enterprise have also altered to reflect these changes in its operating environment.  With the growth sectors of the economy being dominated by knowledge based and service activities, the organisation’s top strategic priorities are now to strengthen key clusters and attract higher value investment in the knowledge economy.  This trend of ‘going up-market’ is seen as the best way for Scotland to compete internationally.  Therefore, less Enterprise Network resources are to be channelled into mainstream property and infrastructure, and its perceived historic focus of securing relatively low value mobile investment. 

2.16 Scottish Enterprise Ayrshire’s response has been to;

· Shift the emphasis from large strategic sites alone, to a more broadly based business location strategy, identifying what businesses need support and what kind of location and premises they need;

· Set business location into the wider policy context, including the promotion of sustainable development, social inclusion, the provision of skills and marketing Ayrshire’s business strengths;

· The provision of a process of implementation, including financial realism and regular review.

Conclusion

What was the fundamental rationale for the establishment of Rowallan Business Park - was it correct and is it still valid?

2.17 It is accepted that the Park is not yet complete however there is a strong feeling from the stakeholders who have been involved with the project from the outset that, to date, the Park has achieved its original objectives.

2.18 It is clear that the economic environment in which the Rowallan Business Park is operating in today is quite different to that which was in existence in 1995.  The original designation of the site was as a general industrial site.  However it quickly became apparent that that the site would be more appropriate for service based industries rather than general industrial. It was expected that the project would meet the Enterprise Ayrshire objectives to:

· complete the development of existing sites at Kilmarnock, Irvine and Prestwick

· expand the programme of property assistance to Ayrshire’s existing company base;

· create an internationally competitive business environment in Ayrshire.

2.19 Consultations with the 3 occupiers of the Park has indicated that they all had considered other sites when making the decision to locate at Rowallan.  Had the properties on Rowallan not been available then other sites which were being considered were outside Ayrshire and in some instances outside Scotland.  

2.20 The fundamental objective of providing a high quality business space has undoubtedly been met.  At the time of project inception, general industrial properties were available in the area, but no quality business park space was available.  The Park does now provide that high quality space and undoubtedly has contributed to the process of restructuring Ayrshire’s business environment. 

3 Rowallan Business Park – the outputs 

3.1 This section will address the following evaluation question:

· What have been the actual outputs from the Park’s development in terms of floorspace created, land developed, jobs created, leverage obtained etc?

Physical Characteristics

3.2 The Park is approximately 30 acres in size and is located to the North of the town of Kilmarnock, Ayrshire.  The initial masterplan for the site envisaged that the Park would be capable of accommodating some 220,000 sq. ft of buildings in a range of sizes on circa 22 acres of development land. 

3.3 To date 3 plots, totalling some 8.45 acres of land, have been developed and they provide some 73,000 sq. ft of business space (Appendix 1).

3.4 Take up of land has been slower than initially envisaged with original estimates suggesting that all land would be taken up at a rate of 4 acres per annum.  This slow down in take up is in with a general weakening of the property market, particularly for inward investment, since the late 1990s. 

The occupiers

3.5 There are currently 3 occupiers on the Park.  In total some 654 FTE jobs are supported on Park and the businesses have a combined total annual turnover in the region of £60m. 

3.6 The job density of the completed development to date is 1FTE per 110 sq. ft. a figure significantly higher than the original estimate of 1FTE per 250/350 sq. ft.

	Table 3.1

Occupiers of Rowallan Business Park 

	Occupier
	Business Type
	Plot / Size
	Employees
	Annual Turnover

	Food Partners
	Chilled food processor
	A2 –16,000 sq.ft.
	257

(204 FT / 53 PT)
	£13m

	Merchants


	Call centre
	A3 – 27,000 sq. ft.
	272

(195 FT / 77 PT)
	£8m

	First Travel


	Call centre
	B3 – 30,000 sq.ft.
	200

(180 FT / 20 PT)
	£40m

	Total


	
	73,000 sq. ft
	729

654 FTE* 
	£61m

	* Assuming a part time job is equal to 0.5 FTE 


3.7 Telephone interviews were conducted with representatives of each of the three firms and a brief summary of those interviews is provided below:

Food Partners

3.8 The Company first established on the Park in 1997 under the name ‘The Sandwich Company’.  In 2001, the Company bought a number of other food companies to form the Food Partners Group.  It now employs some 257 people at Rowallan and has an estimated turnover of circa £13m. The group employs over 1,000 people across the UK and is forecasting upbeat future business prospects with forecast growth in turnover in the region of 5%-10% per annum over the next 5 years. 

3.9 The Company has a client account manager at SE Ayrshire and in general has been pleased with the level of business support received from SEA.  In addition to support received when setting up on the Park, recent business support has been in the form of a business healthcheck and assistance with recruitment.

3.10 The Company is generally satisfied with its home on the Park.  In particular they highlight accessibility as a key issue with proximity to the A77 allowing for easy access to key roads for distribution of the final product around the country.  Whilst the Company is not planning on re-locating, and would possible consider expansion, they are aware that its location on this ‘high quality’ business park may not be the most appropriate location for light manufacturing activities. 

3.11 The key reasons for deciding to locate on the Park relate to its accessible location and the perceived availability of labour.  When locating, other sites considered were in Glasgow, the Central Belt and the north of England.  They report that initially finding good workers was relatively easy but they now have a problem in recruiting suitable staff with potential staff described as having ‘ a poor work ethic’.

3.12 The main problems with the location relate to inadequate car parking facilities and poor access to public transport links which they feel is vital at all times due to the shift based nature of their operations.

Travel Choice (First Travel)

3.13 The Company established its Scottish base in Kilmarnock in 1999.  It is part of a national group with its company HQ in Sussex and employing over 12,000 people with approximately 200 located at Rowallan.  Turnover at Rowallan is estimated at £40m per annum and they are forecasting annual growth in turnover of 5% per annum for the next five years.

3.14 Initial assistance was received from Scottish Enterprise when first locating to the Park but does not currently receive SE business support.  The Company has expressed satisfaction with the support it received.  Additional areas which they Company feels it would have benefited from include some training services for potential employees to get them up to the required basic standards. 

3.15 Other locations which were considered at the time of locating at Rowallan include sites in Glasgow and Renfrewshire.  Rowallan was chosen for a number of reasons including relative low cost, availability of labour and the availability of financial assistance.

3.16 Any problems with the site are again related to the inadequate provision of car parking and poor public transport links but in general the site is considered ‘first class’ in terms of flexibility, comfort, convenience etc.  Prospects for the business in property terms are relatively static with no plans to either expand or relocate.  

3.17 The main problem which the Company perceives is in the area of staff recruitment. They report some difficulty in recruiting appropriately skilled personnel and there is a perceived lack of ‘dynamic sales driven staff’.  With the benefit of hindsight they feel that Rowallan may not have been the best choice of location for this reason.  

Merchants

3.18 Part of the Dimension Data Group, the company employs some 10,000 people around the world and circa 270 at Rowallan.   It was established in Scotland in 2001 to provide support solutions for a major bank in Glasgow (National Australia). Turnover at the site is circa £8m per annum and this is forecast to increase over the next 5 years.

3.19 The Company has received support from Scottish Enterprise and reports ‘excellent satisfaction’ with the support received from SE Ayrshire. The assistance received has included support with finding temporary and permanent accommodation, introduction to employment services in Kilmarnock and assistance with recruitment.  They have also been offered various ‘development programmes’ which they have not yet taken advantage of.

3.20 Other sites considered included Irvine and the Republic of Ireland.  Rowallan was chosen due to a combination of a good facility which was ‘exactly what we wanted’, proximity to its customers in Glasgow and the perceived availability of staff in an area of relatively high unemployment.  The quality of staff has been very good and the company has been pleased with its decision to locate on the Park.  

3.21 Subject to grant assistance, the company is considering expansion within the next 12 months. They report that due to their positive experience in Kilmarnock, they are now looking at expanding in a wider Scottish Market.

3.22 The only negative comments regarding location are again focused on the availability of car parking (but they do recognise that this is being addressed) and the poor public transport links.  They report that discussions with local transport providers have not proved fruitful and would like to see some additional support from SE Ayrshire on this.

Financial 

3.23 Scottish Enterprise have to date approved expenditure of some £3.1m for infrastructure works on the Park and this is broken down as follows: 

	Table 3.2

Rowallan Business Park Investment

	Phase
	Activities
	£

	Initial Infrastructure


	Site Acquisition
	£430,000

	Phase 1 Infrastructure


	Roundabout construction
	£586,000

	Phase 2 Infrastructure
	Construction of roads infrastructure, servicing and structural landscaping
	£1,032,000

	Phase 3 Infrastructure
	Construction of roads infrastructure, electricity infrastructure upgrading & structural landscaping
	£962,000

	Total Spent


	
	£3,010,000

	Phase 4 Infrastructure *


	Car Parking works
	£185,000

	Total 


	
	£3,195,000

	* Phase 4 Funding approved but works not yet commenced on site
	


3.24 In addition to the expenditure on Park infrastructure and environment, SE Ayrshire have also provided financial assistance to the private developers to assist with building development as follows:

	Table 3.3

Rowallan Business Park Land Sales

	Plot
	Owner
	Assistance Received

	A2 
	Food Partners
	£205,000

	A3
	R&R Investments
	£200,000

	B3 
	R&R Investments
	£228,000

	Total
	
	£633,000


3.25 Total Gross Expenditure to date by SE Ayrshire has therefore been £3.82m.

3.26 The Gross Expenditure by SE Ayrshire has been partially offset by income from European Regional Development Funding (ERDF) and land sales as set out below: 

	Table 3.4

Rowallan Business Park  - ERDF Funding

	Phase 
	Funding

	Phase 1
	£176,618

	Phase 2
	£277,378

	Phase 3
	£307,880

	Total
	£761,876


	Table 3.5

Rowallan Business Park Land Sales

	Plot
	Plot Size
	Owner
	Land Receipt

	A2 - Food Partners
	2.3 acres
	Food Partners
	£115,000

	A3- Merchants
	2.47 acres
	R&R Investments
	£150,000

	B3 -First Travel
	4.07 acres
	R&R Investments
	£225,000

	Total
	
	
	£490,000


3.27 Total income to SE Ayrshire to date is approximately £1.2m.

3.28 Total Net Expenditure to date by SE Ayrshire is approximately £2.5m.

3.29 Discussions with the developer of the two speculative units, R&R Investments, indicate that the construction cost of the units is estimated to have been in the region of £40.00 psf.  Applying that rate to the total floorspace developed to date (73,000 sq. ft), means that an estimated £2.9m has been invested by the private sector in buildings to date.  Initial Board Papers estimated total construction value of £8.8m on the site, based on total floorspace of 220,000 sq. ft @ £40psf.   The figure of £40psf is for a high quality general industrial unit, a rate of circa £80psf would be more likely for an office development. Assuming future construction costs remain at £40psf at least, then the forecast construction input should be achieved on completion of the site.

	Table 3.6

Rowallan Financial Summary

	Scottish Enterprise Spend (Gross)
	£3.82m

	Total ERDF monies
	£0.76m

	Total land sales
	£0.49m

	Scottish Enterprise Spend (Net)
	£2.57m

	East Ayrshire Council (Rental Guarantees)*
	£180k

	Construction Spend*
	£2.9m

	* Estimate


Economic Appraisal

3.30 The initial Scottish Enterprise Approval papers provided an economic impact assessment of the completed Park. Using the same approach as used previously, we have undertaken an economic impact assessment of the development of the Park to date. 

3.31 Table 3.7 below summarises the initial and current economic impact assessment:

	Table 3.7

Rowallan Economic Impact Assessment

	
	Initial Estimates

for Completed Development
	Current estimates based on Park development

to date

	Floorspace created
	220,000 sq. ft. 
	73,000 sq. ft.

	Job density
	1 FTE 250-350 sq. ft.
	1 FTE 110 sq. ft.

	Construction value (£40psf)
	£8.8m
	£2.9m

	
	Scottish
	Local
	Scottish
	Local

	Indirect / induced employment multipliers *
	1.4  to 1.7
	1.2 to 1.4
	1.227 to 1.31
	1.1 to 1.2

	Direct
	628-880
	628-880
	654
	654

	Indirect / Induced
	251-616
	125-352
	148-203
	65-131

	Sub-total
	879-1496
	753-1232
	802-857
	719-784

	Displacement
	Medium

(40-60%)
	Medium

(40-60%)
	Medium

(40-60%)
	Medium

(40-60%)

	Net FTE
	351-897
	301-739
	321-514
	288-470

	Construction: direct
	33
	22
	38
	38

	Construction: Indirect/induced
	
	
	33
	30

	Total Net FTEs
	384-930
	323-761
	392 - 585
	356 - 538

	* Multipliers have been changed due to the actual nature of the businesses on the site.  Call centres generally experience lower levels of linkages with local/national  businesses than other industries. 


3.32 The above calculations demonstrate that to date the Park has had a very positive economic impact both at local and national level.  Less than half of the anticipated floorspace has been constructed to date yet the total net FTEs created are already exceeding the lower forecasts and are circa two-thirds of the upper forecast levels.  For example at a Scottish level the initial estimates for the completed development was in the region of 384-930 FTEs and the current estimate for the development to date is in the range 392-585.

Conclusion

3.33 It is noted that at this stage the Park’s development is not complete and thus the total impact of the infrastructure investment cannot be fully measured yet.  However, in general, the outputs from the investment to date have been very positive. The Park appears well on target to meet the anticipated targets for private sector investment, floorspace constructed and land sales. 

3.34 Due to the changed profile of occupiers from that originally envisaged, the employment density is currently much higher than anticipated.  As a result, the economic impact of the development to date is again higher than originally forecast.  

3.35 The total impact of the completed development should be measured through a final evaluation and full economic impact assessment upon completion of the Park.

4 business Park Context

4.1 The two key questions which this section seeks to address are:

· How does the Park’s development and impact compare with other similar strategic sites?

· To what extent has the Park addressed the previous market failure? 

Background – West of Scotland “Business Park Market”

4.2 In comparison with other regional centres, Glasgow’s out of town office market is still in its infancy.  This was partly as a result of the sharp economic downturn during the early 90’s, which constrained occupier demand, coupled with an oversupply of available accommodation within the city centre leading to developers of city centre space offering accommodation at reduced rentals and on flexible lease packages.

4.3 In recent years the availability of large development sites, the excellent public transport and road links within the city centre and, additionally, the government’s planning policies, which are increasingly restricting development outside the traditional Central Business District (CBD), have dampened activity within the out of town market.

4.4 The majority of out of town development has been situated on the M8 corridor from Glasgow Airport in the west through to Lanarkshire to the east of the city.  The M8 also provides the city with direct access to the central Scotland motorway network.

4.5 There have been a number of out of town office schemes developed on the periphery of the city centre including Glasgow Business Park, Centurion Business Park, Academy Park and Central Quay.  Whilst successful these have all been on a relatively small scale.  The only meaningful out of town business park development has been Strathclyde Business Park, located 12 miles east of the city centre.  This was originally developed in the early 1990s and, despite competition from the city centre the Park has matured into the West of Scotland’s premier out of town Business Park.  Strathclyde Business Park has attracted a range of occupiers from multinationals to local indigenous companies.  The Park also offers a range of on site facilities including a hotel with conference/leisure facilities.  

4.6 In general, the relative lack of public transport and staff support facilities has resulted in occupiers remaining cautious of business parks.  Only a few favoured locations, including edge of city centre schemes, have attracted major occupiers and provide significant competition to the city centre.

Out of Town Office Take Up

4.7 Take up of Class 4 out of town accommodation in the Greater Glasgow area has been averaging around 10,684 sq. m (115,000 sq. ft) per annum.   Take up has been relatively limited during 2003 within the out of town market to 90,000 sq. ft.  However two transactions account for the majority of this with 27,500 sq. ft to Scottish Power and 50,000 sq. ft to NCR. 

4.8 This relatively low level of take up on out of town developments is due to a lack of economic confidence and the subsequent global economic uncertainty.  This pattern of falling take up is mirrored in the city centre.  It is anticipated that this situation will improve over 2004, as there are a number of serious enquiries considering out of town accommodation at the present time.

4.9 A strong feature of tenant demand, almost regardless of size, is the desire to see accommodation within a relatively short timescale – normally six months is the maximum.  This, by implication, dictates that whilst larger enquiries in excess of 15,000 sq. ft may be able to plan ahead for a relocation of occupational property, the vast majority of potential occupiers will be seeking existing buildings or those nearing completion where relatively tight timescales can be met.  As such, many larger requirements have tended to acquire accommodation within the city centre.

4.10 The occupiers most attracted to out of town locations tend to be those who have a mobile workforce who require ready access to the motorway network. Thus the reason why Lanarkshire is favoured by many out of town occupiers because of its central access to the Scottish Motorway Network.  Alternatively, occupiers whose staff work irregular shift patterns and whose preference is to be located close to their target labour pool, particularly call centre/outsourcing centres, may prefer locations outwith the main central business district.

Out of town office availability

4.11 A significant proportion of available accommodation in the Greater Glasgow out of town market is available within Lanarkshire. A number of business park developments have been undertaken in the central belt of Scotland.  The majority of these schemes, with the exception of Strathclyde Business Park, do not have a large critical mass.  In recent times, a number of speculative offices have been completed, predominately offering large floor plates in excess of 7,000 sq. ft in total over 20,000 sq. ft.  Office parks within the main Glasgow accommodation area include.

· Strathclyde Business Park

Strathclyde Business Park is arguably the most successful business park in the west of Scotland, and continues to attract good quality tenants such as Scottish Enterprise Lanarkshire, NTL, Scottish Power and Peterhouse Engineering.  High quality offices have been developed, and a range of office products is available from traditional offices to managed and services offices, providing for occupational requirements from 200 sq. ft potentially up to 80,000 sq. ft.  Quoting rent at Strathclyde Business Park is currently £17.25 per sq. ft, reflecting its perceived perception of being the premier business park within the Glasgow area.  The park is a joint development between AWG, HF Developments and Scottish Enterprise Lanarkshire.

· Hamilton – Hamilton Business Park
Hamilton Business Park is located within walking distance of Hamilton town centre.  The initial development in the early nineties comprised a number of small pavilion style units.  A speculative office extending to 24,000 sq. ft was completed at the end of 2003, and to date this has achieved a letting of 8,000 sq. ft to Bellway Homes.  The remaining plot within the Business Park can accommodate a building of 10,000 sq. ft.  

· Hamilton - Hamilton International Technology Park
Hamilton International Technology Park is within a former Enterprise Zone Area.  Whilst the site has historically been an industrial location, a number of speculatively constructed buildings are either complete or completing. Aspect House, totalling some 47,000 sq. ft, and a serviced office building totalling some 50,000 sq. ft, are currently available to let.  In addition, a development of two speculative buildings, totalling some 70,000 sq. ft are scheduled for completion in early 2004.  A further 330,000 sq. ft has been master planned for this site.  Quoting rents have been set at £14.50 per sq. ft and the development is a joint venture between AWG and HF Developments.

· Europoint/Eurocentral
Europoint is located in the Eurocentral, which is a key distribution location on the M8 corridor and again the site enjoys enterprise zone status.  A number of developments are currently underway within the park.  Highbridge are currently constructing a total of 127,000 sq.. ft of which 47,000-sq. ft has been prelet to NCR. The first phase of office development within the Park by Tritax, comprising some 28,000 sq. ft completed mid 2003 and is still vacant.  A further 72,000 sq. ft in 3 buildings is currently under construction by Tritax with a completion time of early 2004.  Overall quoting rent for this space is set at £14.50 per sq. ft.  

· Uddingston – Tannochside Park
Tannochside Park is a mixed-use business park, located close to the M8 corridor.  The Park has now virtually been fully developed, and any development within the Park would comprise a redevelopment of existing buildings.  

· East Kilbride – Phillipshill Business Park
Taylor Woodrow completed the development of the first phase of Phillipshill Park, comprising two buildings of 20,000 – 30,000 sq. ft respectively, in late 2003.  To date they have achieved one letting to Georgeson Interiors, believed to be at the quoting rent of £16.50 per sq. ft.  The site is currently master planned to show a development of some 300,000 sq. ft.

· East Kilbride – Langlands Business Park
This site is being promoted by South Lanarkshire Council and a range of serviced plots from 2.3 acres to 10.2 acres are available.  The Council undertook speculative development of a 10,000 sq.ft. unit.

· Greenlaw – Newton Mearns
This site is currently in the later stages of the planning process.  It is envisaged that when complete, this site will offer a total of approximately 500,000 sq. ft of commercial space to the south of Glasgow, accessed via the M77.

· Central Quay
Central Quay is located on the periphery of Glasgow city centre and this site has been master planned to allow a development totalling some 400,000 sq. ft.  To date two buildings have been completed, totalling some 160,000 sq. ft.  Building 1 was pre let to Trinity Mirror, who’s printing works formally occupied the site.  The second building completed approximately 24 months ago and is currently 65% let, attracting such tenants as GE Services, Stock Aitken Campbell Stock Brokers and NHS Education.  The park has achieved quoting rents of £16.50.  

· Pacific Quay
A review is currently being held of the existing master plan for Pacific Quay, and in total the site can accommodate large-scale requirements of approximately 600,000 sq. ft.  Phase 1 comprised a 30,000 sq. ft building was let to Scottish Criminal Records and further speculative development is unlikely to take place until consent has been granted for bridge linking Pacific Quay’s site into Finnieston.  The BBC have also indicated their commitment to Pacific Quay for their new Scottish HQ on this site, conditional on the bridge being built.  This is seen as a future catalyst for the development of this park.

· Braehead Business Park
As part of the consent for development of Braehead Shopping Centre and associated leisure facilities have included a commercial office area within the development.  Phase 1 comprised a 30,000 sq. ft building, and to date no further commitment has been made to speculative development.  

· Hillington Business Park
MEPC have master planned their frontage along the M8 site to accommodate some 350,000 sq. ft of development.  To date the party indicated that they are unlikely to undertake speculative development unless a major pre letting has been achieved.  Additionally there are gap sites within Hillington Park, under different ownerships which could accommodate in excess of 500,000 sq. ft of development.

· Centurion Business Park
The first phase comprising some 45,000 sq. ft has been sold or let.  The site is currently under off to Business Homes, who intend to build a number of smaller units, totalling some 33,000 sq. ft.  Planning consent for the revised scheme is currently being considered by the Local Authority.

· Glasgow Business Park Site
Whilst a number of small scale office developments have taken place on this site, it is likely in the near future that the predominant use will be industrial.  The site comprises some 79 acres and potentially could accommodate 1 million sq. ft.

· Glasgow Airport Business Park
Located adjacent to Glasgow Airport, the development completed early this year of the  Cirrus building totalling some 77,000 sq. ft.  The site could accommodate a further 30,000 sq. ft of offices.  Quoting rent for this building is £17.50 per sq. ft.

· Craighall Business Park
This site is located to the north of Glasgow city centre, in the Port Dundas area.  The site can accommodate up to 190,000 sq. ft of office accommodation.  To date, one pavilion of 10,000 sq. ft has been constructed, although the developer has indicated that there are a number of interests in the site.

· Phoenix Business Park
This site is located to the west of Paisley, and comprises a mixture of retail, commercial, leisure, industrial and offices.  The first phase of office of some 30,000 sq. ft was developed in the early 1990’s.  The site is not in a number of ownerships and potentially could accommodate a total of 330,000 sq. ft of offices.  A development titled St. James Business Park is currently under construction and comprises some 32,000 sq. ft in 3 pavilions.

· East Kilbride – Peel Park
Located to the west of East Kilbride the site has been master planned to provide some 180,000 sq. ft of offices and circa 150,000 sq. ft of industrial space.

4.12 Table 4.1 provides a breakdown of the units currently available to let on the key competitors business parks mentioned above.  Whilst there are a significant number of units available in the west of Scotland in general, it is noted that no units are currently available at Rowallan. 

	Table 4.1

Available Business Park Buildings in Greater Glasgow Area (Sq. Ft)

	
	
	Sq.Ft

	Unit 6
	Glasgow Business Park
	2,751

	Pavilion 1
	Avondale Campus, Strathclyde Business Park
	9,777

	Pavilion 2
	Avondale Campus, Strathclyde Business Park
	9,777

	Pavilion 2
	Calder Campus, Strathclyde Business Park
	17,486

	Waverley House
	Hamilton Business Park
	3,000

	Pavilion 1
	Langlands Gate, Langlands Business Park
	10,000

	Phase 2
	Festival Court Business Park, Govan
	12,000

	Buildings 5 & 6
	Clydebank Business Park
	7,000

	Phase 2
	Central Quay Business Park
	30,000

	Phase 1
	Philipshill Business Park, East Kilbride
	40,000

	Phase 2
	Bothwell House, Hamilton Business Park
	24,000

	Levels 8 and  9
	Skypark, Finnieston
	17,000

	
	Europoint Office Park, Eurocentral
	28,500

	
	Citypoint 2, Townhead, Glasgow
	39,200

	
	City Park, Townhead, Glasgow 
	Up to 300,000

	Cirrus
	Glasgow Airport Business Park 
	750,000

	
	Total
	644,741


Conclusions

How does the Park’s development and impact compare with other similar strategic sites?

To what extent has the Park addressed the previous market failure? 

4.13 There are a number of key property related issues which have shaped the development of the Park to date and which need to be taken into account when considering the Park’s future.

4.14 The wide range of Business Parks mentioned above all offer similar type facilities to that offered by Rowallan.  Undoubtedly Rowallan is currently competing in a difficult market place with both a large supply of competitor locations and a slow down in potential demand.   

4.15 There is undoubtedly a mismatch between developers aspirations to secure large requirements, with strong covenant and long lease, against current “local” demand typified by the Kilmarnock market.  

4.16 The current market within Kilmarnock, appears limited to the supply of small traditional suites, with demand predominately from local professional companies, and the public sector. We have undertaken a search under Scottish Property Network, and the supply of available office accommodation is limited to just over 17,000 sq. ft.  This is mainly made up of suites under 1,500 sq. ft.  The accommodation is made up of either suites within traditional townhouse style buildings or accommodation situated above retailing concerns.

4.17 As a result the need for public sector support for future development on the Park is likely to continue certainly in the short to medium term.

4.18 The Park has, to date, not benefited significantly from any spin off demand from Glasgow due to its location.  The majority of competitor parks are located to the east of Glasgow city centre, along the M8 access between Glasgow and Edinburgh.  Many employees of mobile workforces, have a preference to locate to this central location.  Additionally, the rush hour bottle neck at Kingston Bridge, deter many occupiers from relocating to the south of Glasgow city centre along the M8 motorway.  However, when viewed as part of the wider City Region and considering the Park’s accessibility, given the M77 upgrading, the Park should benefit more in future from its proximity to the City.

4.19 On site provision of tenants services at the park is poor (i.e. sandwich shop, etc). A further major anchor tenant will be required to assist in ensuring the park reaches critical mass.  This would also help to improve the Park’s position with regards to public transport provision. 

4.20 In addition, it is felt that whilst the general environment of the Park is of a high standard and is well maintained, the Park really lacks a strong presence and the provision of some form of landmark gateway or feature of the Park could help to strengthen its identity.  Linkages with the adjacent residential areas could also be improved.

4.21 The park needs to provide a range of property solutions and services which meets the needs of the market.  In general, tenant demand for the size of facility which can be accommodated on Rowallan, has a short lead in time.  The lack of current provision of a speculative unit could make the Park less competitive.  However we understand that some space is available within the First Travel building and this could help in the attraction of another occupier.

4.22 Ayrshire could benefit from the Scottish Executive’s dispersal policy which seeks to relocate various Government Agencies away from Edinburgh.  As a result of this policy we are aware that the Accountancy in Bankruptcy Agency is actively looking for a new location and has specified that its search is restricted only to Ayrshire.  They are looking for the type of suitable space which Rowallan could offer.  

4.23 Consideration should also be given to the provision of a small business centre to meet smaller “local” requirements. It is accepted however that a private sector developer is again unlikely to be interested in the provision of such a facility without some form of public sector assistance.

4.24 In addition this type of facility could offer some other services to the Park tenants generally.  For example the ground floor of Avondale House on Strathclyde Business Park provides a crèche, bar, sandwich shop, ATM and is currently trying to secure a convenience store.  It is accepted that the Strathclyde Businesses Park is much larger than Rowallan but nevertheless these are all services which would add to the appeal of Rowallan.

4.25 Whilst the general quality of the Park is high and its impacts notable, the development of the Park to date does not seem to have fully addressed the failure of the private sector to provide high quality business space.  

4.26 Consultations have shown that the two speculative units on the Park were let much quicker than had been originally envisaged.  The developer of these units is still interested in further development on the Park and has been pleased with the investment to date.  However, discussions with this developer and others with local property knowledge, suggest that public sector assistance will still be required certainly for the short to medium term development of the Park.

4.27 The establishment of the Park and its success to date in attracting occupiers has allowed the Park and Ayrshire to establish itself as an attractive business location and prove that it is able to compete successfully for mobile inward investment as well as offer a home to indigenous businesses. 

5 conclusion

5.1 A brief SWOT analysis can help in drawing together some conclusions regarding the development of the Park to date:

Strengths:

· A high quality, green field business environment is now provided in Ayrshire;

· The presence of three established companies on the site begins to create a sense of place;

· The site is highly accessible site and is well placed to act as the business gateway to Ayrshire;

· The surrounding area does offer a significant labour pool;

· To date the Park shows a positive economic impact at both a local and national level;

· The strong partnership approach between the local Enterprise company, local authorities and private developers has resulted in a positive economic impact.

Weaknesses

· Perceived location ‘remote’ from Glasgow;

· Lack of advance build units can to some extent reduce the Park’s competitiveness although it is accepted that current demand is not high in the area;

· There is generally an over supply of generic business space available in central Scotland at a time when demand is low;

· Business on the Park report that they do encounter some difficulties with recruiting appropriately skilled staff despite the fact that the area has below average levels of employment;

· The Park lacks a sufficient critical mass and lacks additional onsite services including adequate car parking and public transport;

Opportunities

· Upgrading of M77 will result in improved accessibility for the Park increasing the Park’s future competitiveness when the market picks up; 

· Likely designation of Rowallan in the new structure plan as one of 3 key businesses / industrial development sites in Ayrshire ensures that the site is seen not just as important to Kilmarnock but to Ayrshire as a whole;

· Kilmarnock in particular and Ayrshire in general should be well placed to benefit from the increasing recognition of the importance of City Regions following the Scottish Executive’s Cities Review;

· Increasing the scale of the site would increase its sense of presence and critical mass and could allow for improved integration with adjacent residential developments to allow the establishment of a more cohesive and identifiable area on the edge of the town.

Threats

· Scottish Enterprise National policy does not see the provision of general business property such as Rowallan as a national priority within its Competitive Place agenda. However, the importance of setting local priorities is still recognised;

· Oversupply of general business space in the wider Glasgow area including provision of already built units which could limit the Park’s competitive position in the short term;

· The establishment of a future ‘call centre’ type operation could create some problems with regards to the recruitment of additional staff.

Future Development of the Park

5.2 The current property market and economic climate is generally not favourable towards the development of business space especially in edge of town sites outwith the major urban areas.   However, the highly accessible location of Rowallan, especially when the M77 upgrade is complete, means that scope for further development of the Park does still exist.  

5.3 The Structure Plan team have advised that Rowallan is one of the 3 key strategic sites identified for business development in Ayrshire.  This should help strengthen the Park’s position at the ‘Gateway to Ayrshire’. 

5.4 In the short-medium term it is unlikely that private developers will be willing to undertake speculative property development in the area without some form of public assistance. Although Scottish Enterprise National policy may not be generally supportive of general industrial property support, the impacts of Rowallan have been felt both locally and nationally. The public assistance offered to date has resulted in a significant economic impact and there does not appear to be any reason why this positive economic impact could not be further expanded.  

5.5 In addition to the physical development of the Park, other key issues which Scottish Enterprise Ayrshire and its partners should give consideration to are:

· Staff recruitment and training – employment levels in Ayrshire remain below the national average and a pool of potential employees should exist for both existing businesses and new businesses relocating to the Park.  Current businesses have expressed some difficulties in recruiting appropriately skilled staff.  Public sector partners should work with the Companies to understand their labour requirements and work with Ayrshire’s residents to develop skills to address this labour mis-match.

· Public transport services – this is a problem for many edge of town businesses Parks, particularly those in the relatively early stages of development.  As the Park grows then the demand for public transport services is likely to encourage operators to improve services in the area.  There is a role for the LEC and partners to liase with the businesses and transport operators to facilitate the development of services. 

5.6 The total impact of the completed development should be measured through a final evaluation and full economic impact assessment upon completion of the Park.

Appendix 1

Site Layout Plan


executive summary and key learning points





It is accepted that the Park is not yet complete however the fundamental objective of providing a high quality business space has undoubtedly been met.  


At the time of project inception, general industrial properties were available in the area, but no quality business park space was available.  The Park does now provide that high quality space and undoubtedly has contributed to the process of restructuring Ayrshire’s physical business environment.


The initial masterplan for the site envisaged that the Park would be capable of accommodating some 220,000 sq. ft of buildings in a range of sizes on circa 22 acres of development land.  To date 3 plots, totalling some 8.45 acres of land, have been developed and they provide some 73,000 sq. ft of business space.


Take up of land has been slower than initially envisaged with original estimates suggesting that all land would be taken up at a rate of 4 acres per annum.  This slow down in take up is in with a general weakening of the property market, particularly for inward investment, since the late 1990s.


The Park’s development is not complete and thus the total impact of the infrastructure investment cannot be fully measured yet.  However, the outputs from the investment to date have been very positive. The Park appears well on target to meet the anticipated targets for jobs created, private sector investment, floorspace constructed and land sales.


There are currently 3 occupiers on the Park.  In total some 654 FTE jobs are supported on Park and the businesses have a combined total annual turnover in the region of £60m. 


The job density of the completed development to date is 1FTE per 110 sq. ft. a figure significantly higher than the original estimate of 1FTE per 250/350 sq. ft.


Scottish Enterprise have to date approved expenditure of some £3.8m on the Park


In addition, receipts of £1.2m have been received by Scottish Enterprise (£0.49m from land sales and £0.76m from ERDF)


An estimated £2.9m has been invested by the private sector in buildings to date.  Initial Board Papers estimated total construction value of £8.8m on the site. Assuming future construction costs remain at £40psf at least, then the forecast construction input should be achieved on completion of the Park.


The Park has had a very positive economic impact both at local and national level. At a Scottish level the initial estimates for the completed development were in the region of 384-930 FTEs and the current estimate for the development to date is in the range 392-585.


Undoubtedly Rowallan is currently competing in a difficult market place with both a large supply of competitor locations and a slow down in potential demand.   


As a result the need for public sector support for future development on the Park is likely to continue certainly in the short to medium term.








executive summary and key learning points (CTD)





There is a mismatch between developers aspirations to secure large requirements, with strong covenant and long lease, against current “local” demand typified by the Kilmarnock market.  


The Park has, to date, not benefited significantly from any spin off demand from Glasgow due to its location.  However, when viewed as part of the wider City Region and considering the Park’s accessibility, given the M77 upgrading, the Park should benefit more in future from its proximity to the City.


The park needs to provide a range of property solutions and services which meets the needs of the market.  In general, tenant demand for the size of facility which can be accommodated on Rowallan, has a short lead in time.  The lack of current provision of a speculative unit could make the Park less competitive.


Consideration should also be given to the provision of a small business centre to meet smaller “local” requirements.  It is accepted however that a private sector developer is again unlikely to be interested in the provision of such a facility without some form of public sector assistance.


Key issues which require to be addressed in the future development of the Park include:


Car parking;


Public transport accessibility; and


Availability of appropriately skilled workforce





The total impact of the completed development should be measured through a final evaluation and full economic impact assessment upon completion of the Park.








� EMBED MSPhotoEd.3  ���





Merchants


Business - Call Centre


Plot - 2.47 acres


Unit - 27,000sq ft


Employees – 272 FTE’s





First Travel


Business - Call Centre


Plot – 4.07 acres


Unit - 30,000sq ft


Employees – 200 FTE’s





Food Partners


Business – Food processor


Plot – 2.3 acres


Unit – 16,000sq ft


Employees – 257 FTE’s
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