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EXECUTIVE SUMMARY

§

The Land & Premises Supply Study was commissioned by the ESCC and the Districts and
Boroughs of East Sussex through LDBG/Locate East Sussex to ascertain whether premises and
land supply in East Sussex for the business use classes is adequate to meet market needs and
is fit for purpose. The study draws on market intelligence from an evidence base of
interviews with commercial property practitioners – mostly comprised of partners in
chartered surveying practices – together with commercial developers. Locate East Sussex
also contributed market intelligence to the study. The interviews took place between JulyNovember 2019 before the current coronavirus pandemic but the commentary includes
some initial thoughts on its impact based on follow-up discussions with some consultees. It is
noted that more research will need to be undertaken to understand the full impact of COVID19 on the East Sussex commercial property market. It is noted that, since the draft report
was completed, follow up interviews with some participants were conducted in June and July
2020 to assess the effect of CV-19 on the market; however, it is probably too soon to predict
future trends due to the ongoing nature of the crisis.

§

The wider Sussex area has limited inward investment opportunities which is reflected in the
low number of companies that relocate there unless through acquisition. Distributors and
trade-counters are exceptions to this. On those rare occasions that larger companies are
‘footloose’, they will search in strategic locations, of which the closest to East Sussex is the
Gatwick Diamond. A decisive factor for incoming companies is to look at locating close to
similar types of business where suitably skilled staff are potentially available. The lack of
strategic transport connections, poor commercial land or business unit availability because of
the limitations of the 180° coastal market, and labour/skills availability are all factors that
might deter companies from locating in East Sussex.

§

Businesses are not generally mobile and most companies stay within the catchment of their
core labour pool, seeking space within a 5-mile radius of their existing location, or within a 30mile radius if freehold is required. Property demand therefore usually comes from start-ups,
spin-offs or recirculating existing businesses. Even if companies are new to East Sussex, there is
usually some pre-existing local, such as a family, connection with the area.

§

Despite turbulent economic conditions in the run up to EU Exit, there has remained a steady
demand for industrial space, albeit at a lower level than before in some areas, with the
market holding up well in most, if not all, parts of East Sussex.

§

There was a consensus – and emphatically expressed – view that there are severe shortages
in both the supply of industrial premises and land for future development in East Sussex. The
position is nuanced around the County, as some areas do at least have new high-quality space
coming on stream, but the position in Hastings was described as being particularly acute.
Freehold property continues to be in very short supply with developers being reluctant to sell
stock because of land shortages.

§

Whilst East Sussex is a small business economy, with most activity related to the smaller size
segments, consultees reported that larger requirements – usually comprising expanding local
businesses – are proving almost impossible to fulfil with severe pent-up demand for larger
units, typically in the range 20,000-60,000 ft².
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§

Across the region, the office market generally has faded in recent years with demand in some
key locations shifting to smaller grade A stock as office space is downsized principally because
of changing working practices. The office market is likely to decline even further through the
impact of CV-19. East Sussex is too peripheral and poorly connected to be a strategic office
location and demand is patchy at best. A stock of indifferent quality office buildings has
largely disappeared due to permitted development rights, which agents that were canvassed
agree was not worth keeping.

§

East Sussex does however have a growing local market for managed workspace, mostly
consisting of small office units where micro-businesses can be incubated or accommodated
sustainably. This market involves transactions that are too small to require the involvement of
agents, and is not usually tracked by them. There continues to be demand for new space of this
type in some areas, particularly in Eastbourne.

§

Interviewees felt that the planning process places too much emphasis on meeting housing
targets and, in the scramble by housebuilders to build new dwellings, employment allocations
have sometimes been eroded or diluted. There was a universal view that there are insufficient
employment allocations to provide sustainable business space to meet the requirements for the
existing, let alone the incoming, populations so begging the question: ‘where are all these
people going to work?’

§

Those agents with a national/SE market coverage commented both on the existing shortage of
strategic sites in East Sussex and where in the County new sites might be allocated. Only
Eastbourne/Polegate, Lewes, Uckfield and possibly Hailsham could be considered to qualify as
‘strategic locations’. Sites allocated here could make credible alternatives to strategic land in
the Gatwick Diamond where, it should be remembered, there were also shortages in existing
stock and in land supply pre CV-19.

§

Scale of development is key to initiate change and larger schemes are needed in these strategic
locations to promote East Sussex as a business location and attract mobile investment, as well
as provide space for larger indigenous companies to expand. The existing absence of such sites
in these locations was given as one reason for the general lack of interest in East Sussex from
commercial national developers.

§

As well as allocated prime sites in strategic locations, secondary local sites are also needed for
speculative development, which is generally the only way development comes forward in East
Sussex. Industrial development is viable in East Sussex, providing development land is procured
at a reasonable price, for the niche commercial developers who know their market and can
build competitively-priced speculative space to suit. Grants to fund high infrastructure or other
extraordinary costs are required, particularly in the east of the County where rents are lower
and the most notable new commercial buildings have received public investment.

§

It is important to note that there are scale economies in developing sites: the costs of providing
services and infrastructure at a site are proportionally lower for larger sites and there are
increasing returns of scale to developers.

§

Larger premises are likely to be a more customised product, designed to suit the specific
operational requirements of the company. To generalise: large companies plan extensively
when they (re)locate and they generally only move to strategic locations; this is contrary to the
requirements of small companies both in terms of the amount of planning they undertake when
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moving (minimal), the locations where they are based (local markets), the type of property
product they need (small B1c), and how this property is developed (speculatively developed).
§

There is a market view that small speculatively-built business units with a B1c, B2 or B8 use on
high-quality business parks are the most-needed property products in East Sussex. These
premises should have good access, parking and energy ratings, and can be purposed – glazed
where necessary to create office space – to occupiers’ needs. It is considered important that
business parks present well, with hard landscaping and maintenance of common areas
undertaken regularly, and external areas controlled to avoid clutter. Those uses incompatible
with a high-quality business environment are selected out. New office schemes are not
regarded as a priority.

§

All agents characterised the existing property stock in East Sussex, with a few notable
exceptions, as being old and worn-out. There is a structural problem in that much of the
industrial property stock is some 30-40 years old (much was built in the 1980s) and in poor
condition, with the potential for this low-grade space to become unusable through dilapidation
or non-compliance and lost to housing.
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1. INTRODUCTION
Setting the scene

1.1. Despite East Sussex’s relative proximity to London, its economic development has been
constrained by its peripherality and lack of connectivity with the main trading pathways and
hubs of economic activity. The beauty of its coastal setting and its rurality, with almost twothirds of geographical area falling either within the High Weald Area of Outstanding Natural
Beauty or the South Downs National Park, might be valued (and marketed) as attributes
contributing to a high quality of life, but the same rurality and 180° market hinterland also
bequeathed a legacy of economic under-performance. Previous studies have highlighted a
low-wage resident workforce, skills being exported due to out-commuting, high levels of
economic inactivity, a dependence on public sector employment and an outdated
infrastructure. There has been a particular focus on the adequacy of the commercial
property infrastructure which has often failed to meet the needs of expanding local
companies or to attract mobile investors; a key issue has been that traditional businesses
create insufficient value for rents to make (re)development viable.
1.2. In fact, public policy has long recognised that the supply of employment space is one of the
main barriers to growth in East Sussex and a dearth of suitable allocated sites has restricted
the capacity for future growth. The problematic nature of commercial property
development and need to provide further employment space in East Sussex has been woven
through economic development strategy at district, county and regional levels for at least
two decades. We are aware however that, in recent years, there has been some supply-side
progress and new sites have come on stream benefiting from improvements in viability in
some areas and public sector interventions in others.
1.3. The purpose of this report is to take stock of the current position and investigate property
and land supply from a market perspective. It is intended to provide evidence to strategic
partners who are potentially in a position to influence planning policy and improve
outcomes.
A note about the report
1.4. The report was written by a consultant working part-time for a period of one year embedded
in the Locate East Sussex team with responsibility for property-related enquiries; this
commission therefore necessarily took place over this period against a dynamic background
of events impacting on the property market which includes the many vicissitudes of ‘Brexit’
and, latterly, the devastating coronavirus outbreak. As the bulk of market evidence was
collected in a series of interviews with property professionals between July-November 2019,
for the sake of consistency, unless stated otherwise, the market assessment will refer to the
situation as it was before the pandemic took hold. There is an update in the section called
Looking Forward below which considers, as far is possible at the time of writing (mid-April
2020), the implications of this unexpected event on commercial property in East Sussex.
1.5. Our thanks to the many colleagues that contributed to this report: a schedule of the main
consultees is included as Appendix 1. Note that every attempt has been made to summarise
accurately the views of consultees and to ensure that the information contained in this
report has been obtained from reliable sources. We are not responsible for any errors or
omissions, erroneous inference or for the results obtained from the use of this information.
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2. BRIEF

2.1 The scope of the Land and Premises Supply Project is limited to the business use classes (B1,
B2, B8) only. The core elements of the brief were to:
§

Research evidence of market demand;

§

Investigate whether the existing and planned supply is fit for purpose;

§

In doing so, highlight any emerging issues, trends, patterns of demand and barriers to
development and advise whether specific property requirements can be accommodated;

§

Report to ESCC and the District/Borough Councils in East Sussex on findings so that adequate
feedback on balance of demand/supply can contribute to future decisions on planning policy
(primarily through Locate East Sussex’s Sponsors’ Board);

§

‘Fly the flag’ for Locate East Sussex, by creating new property contacts, re-establishing old
business relationships and discussing new site opportunities.

Methodology

2.2 The approach taken to get a broad sense of prevailing market conditions in East Sussex and
assess potential supply side shortages was to draw on market intelligence provided by an
evidence base compiled from interviews from a wide range of property professionals, each
able to give an insight into the various aspects of the County’s commercial property market.
The decision to create our own evidence base, rather than rely on existing sources, was also
engendered by the paucity of property industry information directly about East Sussex, other
than research commissioned by the local authorities, or prepared by individual agents (which
often has a marketing role).
2.3 Most participants are commercial property practitioners at Partner level in chartered
surveying practices, and therefore well-placed to make such an assessment. There were
eight such interviews: these include a leading national agent (with a specialised knowledge of
Wealden District as well as providing a strategic perspective to East Sussex’s commercial
property market), practices with a south-east regional focus as well as those specialising in
the different East Sussex markets. The report also incorporates contributions from directors
of three commercial development companies: a national developer (who has not worked in
East Sussex), and two local companies, both with a strong track record of bringing forward
sites in East Sussex. The Locate East Sussex team also contributed market intelligence to the
report. Their comments have been included in the narrative below, augmented by research
and opinion from other industry sources, including other agents and developers. This
consultant’s own experience of the East Sussex commercial property market has also been
included.
2.4 The format of these interviews, which took place between July-November 2019, followed
questioning from a pre-prepared questionnaire made relevant for each participant’s
operating area, taking soundings on various aspects of their commercial focus. The set
questions were not followed slavishly being, instead, an aid-memoir around which discussion
about East Sussex commercial property could flow freely. An example of a questionnaire is
included in this report as Appendix 2. It should be noted that some questionnaires differed
from this template to make them more relevant to the participant.
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2.5 The interviews all took place in face-to-face meetings either in an informal setting or at the
interviewees’ offices. It should be noted that all participants were keen to contribute to the
report; that most of these meetings took 90 minutes or longer to conduct in a busy working
day, with many agents commenting that this was a worthwhile investment in time, is a
measure of the supply-side difficulties being experienced in East Sussex and the desire to
bring this issue to the attention of the relevant authorities through the medium of this report.
The heart of this report is, therefore, a distillation of opinion from the interviews. Comments
and participants have been anonymised which has enabled participants to talk freely.
2.6 Meetings were also arranged with each of the representatives from both the economic
development and planning policy departments from the East Sussex districts and boroughs
who all contributed to this report.
3. PLANNING CONTEXT
Regulatory background

3.1 The planning framework underpinning land use in East Sussex has undergone a
transformation in the last decade or so as it reacted to imperatives from the UK’s highlycentralised regulatory system. The direction of planning policy, in so far as it affects
commercial land-use, has been radically altered by the Coalition Government, elected in 2010
which abolished what had been seen by politicians as an excessively ‘top-down’ system,
removing the formal regional tier of planning in England (the South East Plan, the Regional
Spatial Strategy for the South East 2009) where economic regeneration was a policy
objective, with direct interventions to realise a ‘step change’ in the sub-region’s economic
performance by directing assistance/expenditure to those areas in greatest need. In its place
the Duty to Cooperate was introduced requiring local councils to work together when
preparing their local policies and plans to deal with issues crossing administrative boundaries,
with a new focus instead on local communities, enshrined in the Localism Act of November
2011.
3.2 The National Planning Policy Framework (NPPF) was first introduced in 2012 simplifying the
system from a complex series of Planning Policy Guidelines (PPG) to a shorter overarching
document, without geographical reference to specific projects, providing a framework within
which there is a presumption in favour of sustainable development. However, provisions of
the 2004 Act remained active, unless explicitly replaced. Simply put, NPPF states that for
plan-making, plans should: ‘positively seek opportunities to meet the development needs of
their area’, and for decision-taking: ‘approving development proposals that accord with an
up-to-date development plan without delay’.
3.3 NPPF is essentially a plan-led process, where strategic policies should look ahead over a
minimum 15-year period from adoption and make sufficient provision for the use of land in
its area. A key imperative is to ‘support the Government’s objective of significantly boosting
the supply of homes’. Local Authorities are required to have a clear understanding of the
land available for homes, through the preparation of a strategic housing land availability
assessment (SHLAA), and identify ‘specific, deliverable sites for years one to five of the plan
period (para 67a) and ‘specific, developable sites or broad locations for growth, for years 6-10
and, where possible, for years 11-15 of the plan’ (para 67b). Moreover, all plans should
include a trajectory ‘illustrating the expected rate of housing delivery over the plan period…’
To maintain supply and delivery, LPAs should identify and update annually a supply of specific
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deliverable sites sufficient to provide a minimum of five years’ worth of housing against their
housing requirement set out in adopted strategic policies…’ In addition to the five-year
supply, the supply of specific deliverable sites should include (para 73) a buffer (moved
forward later in the plan period) from 5% up to 20% (in the case of LPA with a poor delivery
record). Progress of housing delivery is required to be monitored and if this falls below 95%
of the LPA’s housing requirement over the previous three years, an action plan is required to
increase subsequent delivery.
3.4 For a decentralising initiative, the NPPF is perhaps surprisingly prescriptive about ensuring
delivery of homes, with yearly targets and monitoring required. It should be noted that whilst
there is requirement for strategic policies to make ‘sufficient provision’ (para 20 a) – in line
with the presumption in favour of sustainable development – for the various land uses
(including employment) to address the strategic priorities of an area (para 21), only housing
has hard delivery targets and monitoring of delivery.
3.5 This essentially represents a policy switch in priorities, from a centralised emphasis on
regeneration and economic development, as exemplified by the SE Plan, to housing delivery.
This change has been facilitated by funding from the Homes and Community Agency
(rebranded Homes England in 2018), the government agency involved in regeneration, which
now has its mission realigned primarily to delivering housing.
East Sussex – main themes

3.6 It might be argued that some of East Sussex’s five districts have largely moved on from or
already have achieved some of the primary economic development aspirations outlined in
the earlier planning framework. In Wealden District in particular, where industrial
development is viable and new space has come forward in Polegate and A22 employment
growth areas, it is noted that the current capacity of road infrastructure, particularly in the
south of the District along the A27 is limited and this was recognised in the draft Transport
Strategy published by Transport for the South East1. However, Wealden District Council states
that as part of its new Local Plan it will consider further employment sites in all parts of the
District in order to meet its new requirements determined by its next economic needs
assessment. Wealden District Council will also be working with ESCC, Highways England and
other local authority partners to model and consider road infrastructure and to unlock
capacity where it is needed and where this is deliverable (through transport interventions) as
part of its plan making. Hastings Borough and Rother District, where sustainable economic
growth remains a key goal, still retain their ambition to bring more employment into areas
where there are, in places, severe deprivation issues.
3.7 The differences in value between competing land use classes, driving market interest in (less
viable) employment sites for residential development is an enduring issue for planners and
economic development practitioners in East Sussex. To this is now added the main regulatory
imperative from NPPF of having to meet the Housing Delivery Test (HDT) which – as outlined
above – requires housing delivery to be measured against that LPA’s specified ‘housing
requirement’. The consequences of not passing that test involves the LPA in various
consequences depending on the percentage achieved.2 This pressure to deliver housing at all
1

Transport for the South East – Draft Transport Strategy (2019)
Where the HDT indicates housing delivery below 95% of the local planning authority’s housing requirement,
that authority must prepare an Action Plan to assess the causes of under-delivery and identify actions to
increase delivery in future years. If the HDT figure is below 85%, the planning authority must find a 20% buffer
Locate East Sussex
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2

costs is considered to be really prescriptive and for Eastbourne, for example, where there is a
shortage of developable land (and a lack of allocated employment sites), the anticipated 2019
HDT test is around 40% and will result in the presumption in favour of sustainable
development being applied. This could potentially leave the Borough with less control to
protect any sites that might sensibly be developed for an employment use from encroaching
residential development, particularly as the former use has no time trajectory, unlike
residential. It should be noted that, as part of Duty to Co-operate, a local authority can ask
other local authorities to meet their unmet housing and employment needs.
3.8 Another clear constraint in East Sussex is environmental – as AONB, National Park and other
such designations restrict the opportunities for development. In Lewes District for example
the South Downs National Park is over 50% of its area. Planners are also aware that the
existing commercial stock is aging and Wealden District for instance is looking at the
opportunities to ensure the District’s industrial estates are ‘fit for purpose’.
4. PROPERTY MARKET CONTEXT – OVERVIEW

4.1 The East Sussex commercial property market should be seen against a regional background
which is generally more buoyant, with rents being higher and trends being more accentuated.
Brighton and Crawley are the closest regional centres to East Sussex. For example, in Crawley
as in Brighton, land supply is now tight following a phase of strong development in the last 610 years. Given Crawley’s strategic location, its property market is something of an exemplar
for Sussex and a reference for East Sussex’3. SHW estimates that in Crawley, in the last 10
years or so, floorspace totalling about 500,000 ft² on 6-7 sites have been developed. Given
the Borough’s strategic position in Sussex on the M23 and close to M25 and Gatwick, these
are generally much larger units than those in East Sussex, attracting bigger occupiers and
institutional finance. Speculative development in Crawley is usually linked to warehouse and
distribution uses driven by logistics demand. The business model is for developers to buy and
speculatively develop new or existing sites which they’ll sell on to pension funds. This is
possible because of strong rents and institutional finance in the area, made possible by
excellent transport connections including the airport.
4.2 For some years now, the mainstream property market has been driven by ‘big box logistics’ –
i.e. large warehouses (in the B8 use class) – that have been developed to support on-line
retailers with aggressive business expansion programmes, with companies such as Amazon
responding to the structural changes taking place in the economy driven by e-commerce.
4.3 Logistics supply chains are also becoming more complex and fragmented hence the rise of the
so-called ‘last mile logistics’ where networks of smaller local fulfilment centres are located
closely to centres of population to service the final part of a product’s journey from
warehouse to a customer’s doorstep. A key driver of last mile logistics has been the evolution
of customer expectations from internet shopping, where speed, responsiveness and certainty
of delivery (and ease of return) are key market areas where internet retailers compete.
of additional deliverable sites for housing (essentially a six-year housing land supply). If the HDT figure is below
25%, the ‘Presumption in Favour of Sustainable Development’ will apply (this percentage figure will rise to 45%
for the Nov 2019 results and 75% for the Nov 2020 results). Source: ESCC, 2019
3
The Manor Royal Business District is ‘one of the south east’s premier mixed-activity employment hubs… it
provides almost 10 million square feet of commercial floorspace across an area of 240 hectares. It’s home to
more than 600 businesses and generates around 30,000 jobs: Source: Property Week (Regenerating Crawley,
website, June 2019).
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Planning consultancy Lichfields reports research4 that floorspace occupied by the last mile
logistics sector will produce a 40% growth in requirements at the UK level between 2017 and
2021 and warns of a potentially unplanned impact of this scale of growth on other, less
lucrative, business class uses. This trend, and therefore the demand for space, could indeed
be accentuated as ‘last mile’ principles are applied to other sectors.
4.4 Whilst on-line commerce has massively disrupted retail (share of all sales up from 6.2% 10
years ago to 19.6% today) the physical store remains important with click and collect being an
important part of on-line fulfilment. Mintel reports 80% of retail spend was made in store in
2019 and click and collect is forecast to grow 46% over the next four years. The attendant
impact on the property market is not just on the logistics supply chain, as described in the
previous paragraph, but on surplus retail space which is being removed, repurposed or
redeveloped for other uses (residential, office and warehousing) as the sector rebalances
(report: Property Week, 6/02/2020). One East Sussex agent also reported that former retail
parks are starting to be used for industrial uses or offices.
4.5 Prior to the coronavirus outbreak the Bank of England (BoE) Monetary Policy Report
November 2019 had reported that underlying UK GDP growth ‘slowed materially’ in 2019 –
with quarterly growth over the year as a whole expected to have averaged only 0.2% (half the
average in the previous three years) – as a result of weakening global growth and EU exit
related uncertainties (source: Bank of England). This is below PWC’s annual projection (UK
Economic Outlook November 2019) of 1.2%, although its forecast for 2020 is only 1.0%
growth. This had prompted headlines such as: ‘UK growth slowest in a decade’. This was the
economic position prevailing at the time the interviews were conducted. The outlook, of
course, is now (in mid-April 2020) considerably worse since these forecasts were made, with
the likelihood that coronavirus will trigger a global depression. For the sake of consistency,
however, the market assessment will refer to the situation as it was before the pandemic
took hold although there is an update in the section called Looking Forward below.
4.6 Foreign Direct Investment into the UK was similarly affected, with total projects falling from a
high in 2016-17 for two consecutive years. In 2018-19, total projects fell to 1,782, a drop of 14% compared to 2017-18. New jobs created in 2018-19 were 57,625, having fallen by -24%
over the previous financial year; safeguarded jobs fell by -54%. It should be noted that of the
1,782 total new projects recorded by DIT in 2018-19 – comprised of new investments,
expansions/retentions and M&A/JVs – those by existing investors in the UK (1,052/59%) far
exceeded those projects by investors new to the UK (730/41%)5. This echoes a theme in the
East Sussex context made later on in this paper.
4.7 Despite this, there is strong evidence that the industrial market (i.e. B1c/B8/B2) is flourishing,
partly due to economic restructuring as outlined above, and also (as we shall see in the East
Sussex section below) through pent up demand in some areas owning to inadequate supply.
Property Week in its Industrial & Logistics census 2019 notes that: ‘some 60% of occupiers
who responded to the survey say they expect to need more industrial and logistics space over
the next two years. Furthermore, 86% of the developers, agents, investors and landowners
who responded think industrial and logistics take-up in the next year will rise or remain similar
compared to this year.’ Potentially one explanation might be that occupiers are stockpiling:

4

Urban Logistics: The Ultimate Real Estate Challenge, Cushman & Wakefield (2017) from ‘Going the last mile’
Insight October 2018 - Lichfields.uk
5
Data source: Department for International Trade Results for 2018-19, gov.uk
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‘40% of survey respondents say Brexit stockpiling is distorting the market and around half
(55%) of occupiers say they, or their customers, are currently stockpiling ahead of Brexit’. 6
4.8 Unlike London, where active office demand remains healthy and weakening supply is the
limiting market factor, the office market in the south-east region – where different dynamics
are in play – has generally faded in recent years. Many larger companies are engaged in
evaluating their property requirements to create operational efficiencies, make better use of
the space they occupy and reduce surplus space. The reason for this is predominately due to
changes in working practices. Office-based employees have become more flexible, enabled
by availability of high-quality domestic broadband allowing the effective use of technology
such as email, tele- or video conferencing and thus to effectively work remotely from
colleagues and customers.
4.9 Alongside the technological changes, employers have adapted to regulatory changes (The
Flexible Working Regulations 2014) where they have to ‘consider seriously’ workers’ statutory
right to make a request for flexible working arrangements which can include hotdesking and
working remotely away from the office and more progressive working practices to get a
better work-life balance. In the light of these changes some employers have re-evaluated
how space is used. In consequence, there is a trend for occupiers to take smaller high-quality
suites, often within modern larger, more efficient and better quality (‘Grade A’7) office
buildings where this improved environment, including communal space to include breakout
areas, is ‘built-in’.
4.10 These changes have led to reduced demand and a high vacancy rates in those ‘underused and
outdated’ office buildings which, since 2013 are able to have been – subject to the system of
‘prior approval’ – converted to residential uses through Permitted Development Rights (PDR).
First introduced in May 2013 on a temporary basis (3 years) and made permanent from
October 2015, this legislation, in the words of Community Secretary Eric Pickles (2013), ‘gives
a clear signal to owners, developers and local planning authorities that we want underused
and outdated offices to be brought back to life, and provides an excellent opportunity to
create much needed new homes’. The Royal Institute of Chartered Surveyors (RICS)
commented that: ‘overall office-to-residential PD has been a fiscal giveaway from the state
(under hard governance deregulation in England) to private real estate interests, whilst
leaving a legacy of a higher quantum of poor-quality housing than is seen with schemes
governed through full planning permission’8.
4.11 There is also a new permitted development right which will allow the change of use from light
industrial to residential use. Latterly, Housing Minister Robert Jenrick has announced the
government will introduce new permitted development rights for building upwards on
existing buildings by summer 2020, including to extend residential blocks by up to two storeys
6

However, it should be noted that of those who are stockpiling, 75% say they are using existing capacity to do
so rather than taking on additional short-term space. Source: Property Week 15/11/2019
7
The definition of this term appears to have changed as users’ requirements have evolved, but it relates to the
best quality offices. Traditional Grade A space refers to modern offices often in landmark buildings with high
ceilings, raised floors, air conditioning, central manned lobby, high quality finishes etc. This has evolved to
include buildings that are efficient to run and maintain, have high levels of connectivity, facilities to improve the
workplace environment such as breakout areas, on-site cafes, gyms, changing facilities and showers, cycle racks,
etc.
8
Assessing the impacts of extending permitted development rights to office-to-residential change of use in
England, RICS, 2018
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and to deliver new and bigger homes. It will also consult on the detail of a new permitted
development right to allow vacant commercial buildings, industrial buildings and residential
blocks to be demolished (rather than converted) and replaced with well-designed new
residential units which meet natural light standards.
4.12 The investment market is currently affected by UK Local Authorities investing in commercial
property assets to generate sustainable secondary income to bridge the funding gap because
of severely diminishing core central government financial support9. The National Audit Office
(NAO) reported that Local Authority investment reached £6.6bn in the period 2016/17 and
2018/19 which has led to a parliamentary inquiry into this activity that will take place in May
2020. This adds to a market already under pressure from a flight of investment capital from
the poorly performing retail sector. It should be noted that several property industry
consultees were exercised that Local Authority (LA) commercial property investment has
distorted the investment market with investments priced high for LAs. The effect of the
squeeze on the East Sussex property market is reported below.
5.

EAST SUSSEX PROPERTY MARKET - OVERVIEW

Historical perspective

5.1 As touched on in the introduction to this report, capacity issues and barriers to commercial
property development in East Sussex has long been recognised and have been the subject of
many studies. Almost two decades ago, two influential early studies benchmarking business
use class premises in East Sussex, outlined the challenges facing the districts and boroughs of
East Sussex and made the case for change:
5.1.1

SEER Consulting’s Room to Grow (November 2002) report pointed to a long running
trend of under-investment in commercial property across Sussex (both west and east
administrative areas). One of the most severe of the qualitative and quantitative
capacity constraints preventing Sussex from reaching its economic potential was the
lack of suitable industrial and office property for business expansion. This was
‘negatively affecting both productivity and output capacity as the available stock does
not meet the requirements of businesses’. Using data provided by property
consultancy Stiles Harold Williams (now SHW), it benchmarked existing office and
industrial premises by grading them by age (A, B or C10). East Sussex was particularly
badly affected with an acute shortage of high-quality premises with, in addition, a
wide variation of quality within the County as shown in Table 1. below:

9

‘By 2020, local authorities will have faced a reduction to core funding from the Government of nearly £16
billion over the preceding decade. Local services will face a £7.8b funding gap by 2025’. Source: Local
Government Funding – moving the conversation on, LGA, 2018.
10

Grades: A (includes facilities required by modern businesses); B (no longer premium product); C (close to end
of its natural life)
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Table 1.
East Sussex v. West Sussex: % of total existing stock (2001)
Industrial
Office
Industrial
Office

East Sussex
Grade A
2
3
West Sussex
27
41

Grade B
65
49

Grade C
33
49

47
42

26
18

It concluded that the market for quality space is increasingly tight: a situation set to
get worse with dire consequences on the local economy unless recommended
interventions were implemented.
5.1.2

Small Business Units and Employment Land Demand Study – Vail Williams, 2004.
ESCC and strategic partners commissioned Vail Williams’ Research Department to
undertake a wide-ranging study which included a survey of businesses showing 20%
of companies reporting that they were likely to move. The study found that the
supply of business accommodation in East Sussex lagged severely behind the wider
average per capita for England and Wales, and that the County had a weak profile in
the mainstream development market, with rents not supporting new construction –
especially in the office sector. The study highlighted the very low ratio of floorspace
to person of working age in East Sussex (office: 1.77; industrial: 6.83) compared to the
average for England & Wales (office: 2.96; industrial: 12.15), thus illustrating the
essential rurality of the County.

5.1.3

Subsequently, Donaldsons LLP were commissioned by East Sussex Economic
Partnership (ESEP) to conduct evaluation studies on most of the key sites in East
Sussex in 2006-2008. This study initially evaluated nine ‘opportunity sites’ which
were considered to be at risk from residential development or had been slow in
coming forward for employment use. The Consultant considered a range of realistic
development scenarios for the sites, based upon a review of relevant planning
economic policies and studies, a property market review and urban design analysis.
The study also provided indicative development appraisal advice, in order to provide
guidance on development viability, and concluded that most sites would not be viable
for the proposed employment use. It should be noted that in some cases uses were
modified and some sites were deallocated.

Characteristics of East Sussex property market
5.2

These studies, and other later research commissioned by ESEP, Locate East Sussex and ESCC
suggested that:
5.2.1

The East Sussex industrial and office market was generally localised and fragmentary
reflecting the generally poor road/rail connections to London, the M25 and national
motorway network beyond. The effect from the main regional economic drivers such
as the two London international airports was considered relatively limited.

5.2.2

A key factor limiting demand was East Sussex’s lack of a positive ‘brand image’ and its
low profile outside the County as a business location which adversely affected both
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the end-user demand for commercial premises and was a brake on developer
investment.
5.2.3

It was not a highly contested property market, with little interest from the
mainstream national property industry. The main business locations were served in
the main by single commercial agents.

5.2.4

Site location and accessibility were seen as fundamental constraints which affect
most sites in East Sussex owing to the poor quality of the road infrastructure and
distances from the regional/national hubs of economic activity. Overlaying these
locational disadvantages, development was also seen to be variously stymied by
generic (and interrelated) barriers to development such as: low values, land
ownership problems, poor or uncertain demand in some areas, lack of developer
ambition, inappropriate planning designation, adverse site conditions, extraordinary
costs (sometimes as a requirement by statutory bodies for a developer to carry out
specific works at uneconomic cost) and, critically, by the encroachment on
employment land of alternative and higher value (mainly residential) uses. In
Hastings and Rother, there was found to be little differentiation between industrial
and office rental levels which does not cover the additional building costs for the
latter use, suggesting market failure.

Market areas

11

5.3

East Sussex is not homogeneous in market terms but can be subdivided into various property
market areas, each with their own characteristics, generally serviced by different commercial
agents (or departments of larger practices), with a specialist knowledge. When asked, the
agents said that their markets are built mainly on the centres of population/TTWAs
(necessary for a labour pool) and the key road networks (necessary for logistics) and pay little
heed to administrative boundaries. For convenience sake, it seems that the following market
area definitions might suffice: Hastings/Bexhill, Eastbourne/Polegate/Hailsham,
Newhaven/Lewes. A case can also be made that the business locations in the north of the
County, particularly Uckfield, serve quite distinct and generally mutually exclusive market
areas from those in coastal East Sussex (see Para 5.5 below). It is recognised that definitions
of ‘Functional Economic Market Areas’ (FEMA), as identified in Planning Practice Guidance,
can be much wider in scope11 and consider a number of issues such as travel to work areas,
the transport network, the extent of any LEP within its area and the flow of goods, services
and information within the economy.

5.4

However, market geography – relating to the spatial nature of market activity – is not
necessary as clear-cut in East Sussex as might be thought. Agents pointed to some crossovers
between ‘economic areas’ because of factors such as workforce skills in the labour pool,
which seen to be of strategic importance as a location factor. Geographical contiguity is, not
in itself, a guarantee of market confluence as other factors can distort the market. One
example given of the various factors at play was that of Newhaven vis-à-vis the city of
Brighton, a geographical neighbour. Brighton’s highly-skilled labour pool continues to pull in
some companies but, generally, the City is constrained as a location by a lack of sites, very

For example, the Wealden Economy Study states that Wealden, Eastbourne, Tunbridge Wells, Lewes, Mid
Sussex and Rother, and possibly Brighton/Hove and Crawley (the later two areas removed in the 2018 update),
as being within Wealden District’s FEMA given the various linkages identified. Source: Regeneris Consulting
Ltd/WDC, 2016/18.
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high rents (industrial: £14-16 ft²) and a business environment that was described by an agent
as ‘unwelcoming’: these factors have the effect of pushing investment away. This is generally
to the benefit of Newhaven which has some new property availability (at Eastside South
Business Park), Enterprise Zone (EZ) designation, and much lower rents, circa £7.50 ft² which
is attracting companies. The EZ, incidentally, which includes a business rates break, is
considered to be a very important factor drawing companies into the town.
5.5

There is market evidence that North Wealden – the main location being Uckfield – is
essentially a separate commercial property market from the south of the district. One agent
commented on the reluctance of employees living in Uckfield to drive for more than 20
minutes, and ‘only north – never south’! Other agents considered North Wealden as being
located in the same central Sussex sub-region as Burgess Hill and Haywards Heath. One said
that, sitting between Crawley/Gatwick and the coast, ‘there is nothing between Wealden and
Crawley/Gatwick’ and therefore North Wealden is a good ‘staging post’ to which businesses
can locate. Conversely, the industrial locations in South Wealden (i.e. Polegate and Hailsham)
are in many respects interchangeable with Eastbourne, and Locate East Sussex has currently
logged eight enquiries by large companies seeking commercial space in this combined area.

5.6

It was reported that it is now possible to see Hastings/Bexhill as a single property market
entity. Before the Link Road was built, travel between Hastings and Bexhill used to be timeconsuming and sometimes problematic but it is now much easier to travel between the
towns, although the market still remains somewhat isolated. Further to the east, the town of
Rye is a very isolated market with Developer Rod Chapman providing affordable space for the
town at Atlas Business Park and Rye Wharf which satisfies its commercial property
requirements.

Company mobility and factors influencing location decisions
5.7

All the agents emphasised the strategic importance of workforce on company location. To
retain a workforce, most companies almost always stay within the catchment of their core
labour pool when property or operational factors require them to relocate. Company
mobility is therefore limited; when seeking space, they will usually search for premises ideally
within a 5-mile radius of their existing location – or a 30-mile radius if seeking freehold space.
A company’s location is usually determined by the fact it has always been there.

5.8

It is therefore rare – apart from the aforementioned distributers setting up new networks, or
trade-counter chains – for larger established companies to be ‘footloose’ (i.e. invest ‘out of
area’), but for those incoming businesses that do, a deciding factor is to look at locating close
to similar types of businesses so that suitably skilled staff are potentially available. They will
therefore generally search in strategic locations: i.e. those centres with road/rail
infrastructure connecting them to the main regional or national markets, with suitable sites
and premises as well as access to an available labour pool with appropriate skills. In Sussex
this will lead businesses to the Gatwick Diamond: the sub-region’s focal centre which includes
Brighton, the central or north Sussex conurbations and Surrey in the north.

5.9

However, the consensus of opinion amongst those agents who also cover the wider southeast and or Gatwick Diamond market areas, is that Sussex generally (i.e. both East and West
Sussex) is not a mainstream inward investment destination. In reality few new companies
come into the area – particularly the coastal strip – unless through acquisition.
Crawley/Gatwick is something of an exception to this because of airport related logistics,
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aerospace sectors, a fast rail connection to London and links via M23/M25 to the national
motorway network. Whilst Brighton’s highly qualified labour pool, two universities and a
strong and rapidly growing ICT and digital sector would seem to mark it out as another
exception, Brighton & Hove’s Economic Strategy notes that levels of inward investment in the
City have been comparatively low in recent years.12
5.10 It was those agents’ view that the factors that might deter significant inward investment
projects from locating in East Sussex were poor strategic infrastructure, in particular the
County’s lack of strategic road/rail connections and lack of commercial land or business unit
availability. The limitations of the 180°coastal market, poor labour availability and skill levels
were also mentioned. However, it should be remembered that land/property supply
shortages are also acute in the Gatwick Diamond so that, providing suitable sites/premises
are available to match its requirement, some companies might consider strategic locations in
East Sussex. This is particularly the case if property cost is a key consideration, or some other
factor condition enhancing competitiveness in that industry favours a move to the County.
There are therefore potentially opportunities in Uckfield, Eastbourne/Polegate and Lewes, all
of which are considered strong locations by agents in the East Sussex context, for sites to be
made available and attract mobile investment – as well, of course, to provide sites for key
existing companies. However, this all might change as the full impact of the coronavirus crisis
becomes apparent in Crawley which one assessment considers to be the most exposed area
in the country, ‘with over half its jobs either in vulnerable or very vulnerable sectors’.13
5.11 Generally, the rural communities and coastal strip along the east of the County are more
isolated from strategic centres and in much of East Sussex, where flow of inward investment
is limited, property demand comes from start-ups, spin-offs or recirculating existing
companies. One agent said that it is a relatively rare occurrence for new companies to
relocate to Hastings – he put this at roughly two companies a year – and even then, there is
usually some pre-existing local, such as family, connection with the town. The view, given by
a seasoned surveyor, was that MDs of completely new companies exploring relocation will
‘get stuck in traffic and give up on the experience’.
5.12 The same agent noted, however, that it was equally rare for companies already based in
Hastings to move away. Companies based there expand and contract but continue to operate
in the town retaining existing staff and taking advantage of a comparatively low cost-base.
The German-owned vacuum components company VACGEN was cited as an exception but it
was also noted that this involved an amalgamation of two existing bases with the
replacement site in North Hailsham being in the middle geographically. There seems to be
little incubator effect (as cited in Eastbourne) where companies appear to start-up and then
move out because there is insufficient move-on space.
5.13 Whilst proximity to strategic road links and availability of suitable sites/premises were
regarded by agents as the key criteria in company search decisions, this is of course balanced
by other factors. For some businesses, often those in the manufacturing sector, a low costbase on the coast is a key criterion. One agent covering the region said that a company can
find industrial premises of £7-8 ft² in Eastbourne, compared to £13.00 in Crawley. Whilst
12

Levels of inward investment in the City is one of five defining weaknesses identified in the Brighton & Hove
Economic Strategy, Regeneris April 2018.
13
Source: Centre for Cities, https://www.centreforcities.org/blog/what-does-the-covid-19-crisis-mean-for-theeconomies-of-british-cities-and-large-towns/
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fixed labour and rental costs are generally lower in a peripheral location, businesses requiring
a skilled workforce might find recruitment of specialist staff more difficult and premises of an
appropriate quality or size hard to find.
5.14 Sectoral strengths can be an important factor influencing locational decision-making. In
Hastings/Bexhill for example, where there are sectoral strengths in the scientific vacuum
technologies components industry14 (as a legacy of spin-off companies established from an
earlier wave of inward investment made in the 1960s), there is a supply chain supported by a
skilled labour pool and other factor conditions that nurture a cluster effect15 where a
differential locational advantage exists to enhance the competitiveness of those companies in
the area. Workforce skills are also an important factor. In Newhaven, for example,
manufacturing expertise has remained embedded in the workforce despite the loss of key
employers such Parker Pen and Bevan-Funnell and are competencies that can benefit
companies locating there.
5.15 It should of course be recognized that business class space is also occupied by smaller
companies that mostly only trade locally often in or close to a town where the business
owners live. In these cases, the geographical economics of the business are so limited that
poor access to road networks is generally irrelevant. Indeed, even larger companies that
trade internationally are often established where directors and senior staff live and often
remain locally, even for growing companies where expansion required a change of premises.
For example, in a demand study16 for a site at Sheffield Park, one agent characterised the area
as being in ‘Managing Director Country’ as executive housing was available nearby.
5.16 East Sussex’s rich cultural heritage and natural environment should not be forgotten as being
an important attractor for some businesses. The East Sussex Growth Strategy (2014)
considers these attributes to be one of the three pillars of its strategy: ‘Place’ is a ‘significantly
valued asset to the East Sussex economy’. We are aware that the director of one hightechnology company liked Lewes as a location because the amenities and appearance of the
town pleased visiting clients.
Industrial market in East Sussex

Age of stock
5.17 It was notable that all agents characterised the existing property stock in East Sussex, with the
exception of a few recent examples of new-build, as being old and worn-out. There is a
structural problem in that much of the industrial property stock is now some 30-40 years old
(much was built in the 1980s) and in poor condition. Several agents expressed concern that
this low-grade space may become unusable through dilapidation or non-compliance and this
may cause problems in the future. The poor quality of premises does not, however, seem to
be a strategic priority for all companies as might be expected. For example, it was reported
that, in Hastings, there seems to be a preference for cheap second-hand space with the key
criterion being cost, with an emphasis on ‘make-do and mend’ to stay trading. In general,
however, companies prefer the benefits of working from modern premises which offer better
working conditions, and this is reflected in the higher rentals received.

14

Companies include: ITL Vacuum, Kurt J. Lesker, Hivac Engineering Ltd, Vacuum Services, Torr Scientific.
Clusters and the New Economics of Competition, Michael Porter, Harvard Business Review, 1998
16
Sheffield Park Business Estate, Market Assessment & Demand Study, 2017
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Demand
5.18 A hierarchy of demand in the main employment use classes was provided by an agent whose
practice covers all the East Sussex markets. B8 warehousing was reported to be, by some
margin, the biggest taker of space with 50% of the total; B1c light industrial = 30%; B2 general
industrial = 20%. B2 was mostly motor related. He additionally made the point that business
parks usually reject motor-related uses.
5.19 A key theme is how the changing nature of commerce continues to increase demand for
warehousing and light assembly space. Two factors seem to be at play here, with the
common link being storage and logistics: the first is a much wider transition to an economy
which relies on overseas supply chains where goods – or components – are sourced from
overseas, assembled or finished if necessary and distributed via local networks. The second
is, as discussed in the market context section, the rise of complex logistics networks, often
linked to the rise of internet shopping and the fulfilment of on-line orders. Storage and
logistics are key to this process, and East Sussex’s SMEs require a growing network of small
business units with warehousing uses to transact this business. Another closely related
growth area is for trade counters (warehousing with a limited percentage of retail space)
which supply trade and domestic customers.
5.20 One of the most visible examples in East Sussex of ‘mid-box logistics’ is John Lewis
Distribution’s 50,000 ft² customer delivery hub (CDH) developed by Evander Properties on a
3.82 acre serviced site on the Ashdown Business Park, Uckfield. This facility services JLP
stores in Kingston and Bluewater and a number of ‘at home’ stores in the area, and created
60 new jobs. It should be noted that major distribution warehouses are usually based close to
the main transport nodes and East Sussex does not receive this kind of investment. For
example, in JLD’s case the Ashdown CDC is supplied by National Distribution Centres (NDC)
which are much larger: the biggest of which near Milton Keynes occupies 1 million ft².
5.21 Manufacturing still remains a key employer in the coastal towns such as Hastings, Eastbourne
and Newhaven. Industrial production is not only an activity reserved for older established
factories in these main centres: smaller scale niche manufacturers are also attracted to some
of the new business parks. For example, incoming businesses in Eastside Business Park are
predominately manufacturers, including Marc Fish Fine Furniture (an eminent furniture
designer), joining Surrey Nanosystems and Valet Pro which leased the first phase.
Patterns of demand
5.22 These interviews with property agents and developers coincided, of course, with a prolonged
period of political and economic uncertainty as a result of the government’s intention to leave
the EU. They were asked about strength of demand for industrial space (B1c/B2/B8) and to
comment on whether any downturn is a short-term EU Exit related distortion or whether
there are underlying long-term trading issues.
5.23 Most of the agents interviewed considered that the prospect (and now recent reality) of EU
exit has had an effect, but not on directly reducing underlying demand. Their view is that
businesses generally prefer a stable environment in which to operate, and the torturous
political process of leaving the EU has led to decisions being deferred until the way forward
becomes clearer. Larger companies (many of which are foreign owned), generally have more
complicated decision-making procedures, and have been deferring those property decisions
which there is no immediate requirement to take; the same is true of the investment funds.
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In 2019, in the words of those interviewed: ‘everyone is sitting on their hands’. The result is
that some parts of the property value chain have been frozen in indecision which sometimes
has prevented interest from larger companies translating into take-up. A different effect was
reported for SMEs which, driven by operational imperative and less subject to planning
inertia, continue to ‘crack-on’ with business.
5.24 Whilst of course it is not possible at this stage to know what the potential long-term effects
on demand will be of leaving the EU but only the short-term impact of the process thus far on
recent trading conditions, the consensus is that there has been a slight down-turn in demand,
characterised as just a ‘blip’, but no structural changes at this stage across the region. The
experience of a national developer interviewed – which is as yet to operate in East Sussex – is
that the industrial and logistics market ‘is flying’, which echoes the results of Property Week’s
Industrial & Logistics census reported in Para 4.7 above.
5.25 The survey of the property experts reveal that the market is holding up well, albeit at slightly
subdued level, in most if not all parts of East Sussex, with some nuances reported in patterns
of demand in the different East Sussex markets. In Hastings, demand remains consistent and
steady; two agents operating predominately in Wealden characterise demand as strong,
without much, or if any of a slowdown; the experience of an agent covering the Eastbourne
area was even more bullish, saying there has been no Brexit effect.
5.26 Whilst this qualitative assessment by agents and developers provides a snapshot of demand
for business space over the period July to November 2019 (in the specific economic
circumstances outlined above), these findings – more importantly – mirror those of a body of
work over many years showing there is continuity of unmet demand across East Sussex. For
example, the author’s Market Assessment & Demand Study in 2018 for a site in Sheffield Park
in Lewes District evidenced 75 individual enquiries totalling 417,750 ft² from one agent (Core
Commercial, based in Kent) that were relevant for that one site in its database. Stiles Harold
Williams had 47 relevant enquiries for the Uckfield area in the year November 2016-October
2017.
5.27 The economic development strategies at both County and LEP levels focus on the supply side
of property development; however, all tacitly acknowledge that ongoing demand for
industrial floorspace underpins economic development interventions. Indeed, every business
case for grant funding to ‘gap fund’ or accelerate property development projects for
industrial space has been predicated on demand being sufficient to fill the space once it has
been built. These projects include Chaucer Business Park, Polegate (RuGEF, ESCC – 2013),
Swallow Business Park, North Hailsham (LGF, SELEP – Jan 2016) and Eastside Business Park,
Newhaven (LGF, Coast to Capital – Dec 2016). It should be noted that all of these sites have
or are being built out and each of the phases is being filled as they are developed, more or
less as predicted.
5.28 The demand/supply balance is dealt with further as the central theme of this paper. Suffice
to say at this stage, the great majority of industrial business space built out across the County,
from Cliffe Business Park, Lewes in the west, to Atlas Business Park in Rye in the east, has
been demonstrated to be successful: provided it is speculatively built and offered at a
reasonable market rental. This evidences a continuing and underlying demand for such
space.
5.29 With demand strong in East Sussex’s strategic centres and holding up elsewhere even during
a time of economic slowdown, and with this remaining a consistent theme for many years, it
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seems reasonable to conclude that there is a pent-up demand in the industrial market that
has never been satisfied. Unsatisfied demand for freehold space has been an enduring
theme in the East Sussex property market for many years (discussed below).
5.30 One agent characterised property demand for industrial units in Uckfield being such that, as
there is not enough choice, companies have to make do with the space that is available. He
stated that the key trend is for warehousing, with trade counter retail also moving into
industrial sheds.
Existing industrial supply
5.31 Supply is of course the other side of the market equation and shortages in supply was the key
negative issue reported during the interviews; these shortages are not just affecting East
Sussex, but many parts of the region. Indeed, the reason some parties contributed so readily
to this research was its potential to increase awareness of the East Sussex LPAs to the
shortages in industrial supply. It was the unequivocal view of all the agents and developers
interviewed that there are supply-side shortages in the existing supply of industrial premises
B1c/B2/B8 use class categories, and land for their future development. This section refers to
existing provision; land supply is dealt with below.
5.32 For the property market to work properly, enough vacant property ‘headroom’ needs to be
available in the industrial use-class categories to allow churn – to accommodate the needs of
end-users seeking premises. It is not possible to generalise about % headroom figures as, in
practical terms, availability needs to be spread across the various size segments and also
include older buildings as some, often manufacturing, businesses require less premium lower
cost space. It should be noted that, as in the residential housing market, all the premises
listed on agents’ websites as vacant may not necessary be available17 – for example, potential
occupiers may be undertaking due diligence after an offer has been made prior to the
property ‘going into solicitors’ hands’. For these reasons, and because there is also often a
lag before property websites are updated, the best guide to availability is through direct
contact with the agent. All agents were asked whether vacancy rates were high enough to
allow the necessary churn, and all stated there were too few empty new and second-hand
buildings for the market to operate properly.
5.33 This supply picture is nuanced around the County. Wealden and Lewes districts have at least
some new B1 supply as (at the time of writing) there are a few small units remaining in
several of the new speculatively built business parks, or coming on stream as new phases are
built out. Despite this, all the agents in the strongest business locations (Uckfield,
Eastbourne/Polegate, Lewes) reported shortages of vacant space. In Eastbourne, other than
at Pacific House (Sovereign Harbour Innovation Park), little development has taken place
since the White Knight laundry site was redeveloped with a speculatively built scheme in
2014/15 and there is now ‘hardly any supply’ available. In Uckfield, one surveying practice
has ‘a queue of potential occupiers wanting space’ without any to offer them.

17

When a blue-chip tenant disposes of a leasehold property, his landlord will be seeking a new tenant with an
equal ‘covenant strength’ (otherwise this will impact on the investment value of his property) and will be
unlikely to allow the lease to be assigned to a company with a weaker covenant. Being unable to break the
lease, the tenant will continue to pay the rent. In these circumstances, the unit will still be marketed as ‘vacant’
but unavailable until the lease term ends or a new tenant can be found with appropriate covenant strength.
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5.34 The popular Lewes market is considered to be very tight. Indeed, recently, a 9,600 ft² unit
(Unit 28) was let on the Cliff Industrial Estate before it had formally come onto the market.
The town has several business areas, predominate among these is the recently upgraded
Cliffe Industrial Estate, but it also includes Malling Brooks, Brooks Road and South Downs
Business Park. The extensive North Street/Phoenix employment area, which consists of rundown or redundant industrial units, is to be redeveloped for a mixed-use scheme and so is no
longer available. At the time of writing there is only one industrial unit known to be available
in the town: Unit 5 (2,350 ft²) on the Cliffe Industrial Estate quoting at nearly £12.00 ft².
5.35 The supply-side shortages in the B1c use class appear to have affected Hastings more than
perhaps any other area in East Sussex, and have brought the market there to near paralysis.
Whereas (for example) in Wealden and Lewes districts there is at least some new B1c/B8
supply coming forward, this has rarely been the case in Hastings. One agent, with over 20
years’ experience of the Hastings/Bexhill commercial property market reports an
unprecedented situation where, despite a dip in demand exacerbated by the great
uncertainty surrounding Brexit, he has ‘never seen such low levels of available space’ right
across the size spectrum. Indeed, he points to a short period in 2019 where ‘no industrial
space was available at all’. The very low vacancy rate is further evidenced by Hastings BC’s
large property portfolio of which, when reviewed in June 2019, only two out of the 99 units
were available, a vacancy rate of only 2%. The situation in this sub-region has not been
mitigated by the Bexhill Enterprise Park North BX3) on which a reserved matters application
for 89,642 ft² was refused (see further details below).
Freehold
5.36 There is very little trade in freehold premises for owner occupiers because of a wellevidenced shortage of freehold industrial premises for sale. Freehold tenure is often the
preference of most companies as it is generally much more financially efficient for companies
to pay a mortgage rather than lease. It is particularly valued by owner-occupiers who can
benefit from full Self Invested Personal Pensions (SIPPs) and borrow up to 50% of a SIPPs
value from a lender to buy commercial property, which can have significant tax advantages.
Pent-up demand is such and shortages are so acute that occupiers will often relocate their
businesses significant distances to find freehold property: for example, it is understood that
the Chaucer Business Park in Polegate attracted a tenant from Newhaven on that basis. In an
interview, a local developer said that there is very little freehold stock because land supply is
so short, stock is impossible to replace if it’s sold. Freehold is a significant market and if land
supply was adequate he would have no problem building units to sell.
5.37 A national developer that was interviewed is a ‘trading developer’ and its business model is to
minimise risk where possible by building for specific occupiers/end users or funds. It doesn’t
retain leaseholds when developing sites but sells them on. It builds speculatively once it has
an anchor occupier in place which is often necessarily to ‘prove’ the location. The business
model as a trading developer – to buy develop, sell or presell to minimise risk – is compelling
and if able to be applied to the East Sussex context could potentially result in more freehold
availability.
5.38 In Hastings, however, the usual leasehold/freehold demand balance appears to have been
turned on its head and when, as happened at a site in the Ivyhouse Lane Industrial Estate,
business space was available with both tenures, it seems there was a strong preference for
leasehold. There, it was reported that 18 units were available and the developer only sold ‘3
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or 4’, and ‘this took a while’. This perhaps reflects on the investment environment in Hastings
as not being as favourable as some other locations.
Market ‘gap’ for Larger industrial requirements
5.39 Larger requirements are reported by most agents to be almost impossible to fulfil. East
Sussex has a small-business economy and it is therefore of no surprise that the greatest
activity comes in the smaller size segments, which is often defined as units below 10,000 ft² in
size. In fact, it is likely that most SME requirements are in the range below 5,000 ft² although
statistical verification is not available as transactions involving very small units are not tracked
by those (very few) agents that publish statistics. However, with newly developed small
business units coming on the market in some business parks, the most intractable shortages
are for larger-sized premises. It is significant that almost every interviewee trading in East
Sussex pointed to significant pent-up demand for units typically in the 20,000 ft² to 65,000 ft²
range.
5.40 Locate East Sussex has 14 large requirements ranging up to 100,000 ft² as can be seen by the
anonymised list of current active projects currently being managed included in Table 2.
below. These projects relate mainly to existing successful companies with urgent
requirements to expand or consolidate into modern units, however, such are the supply-side
shortages, there are no suitable premises or sites available to which they can relocate. Whilst
the projects listed in the table involve companies based in Wealden, Eastbourne and Lewes,
these shortages also affect companies based in most of the main locations from Lewes, across
to Hastings and Rother in the east.
Table 2. Locate East Sussex: large active projects with space requirements

Company sector

Space
requirement
(ft2)

Property type

Wealden

H/Tech manufacturing

100,000

Office and
warehousing

Lewes only

H/Tech manufacturing

16,000

Light industrial

16

Eastbourne

Manufacturing

11,500

B1/B2

35

Eastbourne

Manufacturing

30,000

B1/B2

25

Eastbourne

Manufacturing

70,000

B1/B2

80

Eastbourne

Manufacturing

35,000

B1/B2

40

Wealden

Manufacturing

100,000

B1/B2/B8

90

Lewes

Distribution

30,000

B1 / B8

30

Inward investor

Manufacturing

30,000

B1

Wealden

Distribution

40,000

B1/B8

70

Hastings

Manufacturing

30,000

B1/B2

70

Inward investor

Manufacturing
Manufacturing/
Distribution

20,000

B1/B2

0

30,000

B1/B2

75

District
(existing)

Rother
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Hastings

Manufacturing / HQ
offices

30,000

B1

65

Source: Locate East Sussex (correct as at March, 2020)
5.41 Locate East Sussex also presented evidence at the Rother and Hastings Housing & Economy
stakeholder event in July 2019 and to the consultants preparing its HEDNA (Housing &
Economic Development Needs Assessment) that there is a market gap in the Hastings/Bexhill
sub-region for larger, good quality industrial premises. Its Business Managers have talked to
key employers, some in the advanced engineering sector, who are currently making-do in
older units that are not fit for purpose. Some of these businesses have been operating from
split sites on different estates. This evidence is reinforced by Sea Change Sussex which we
understand has an active database of some 43 enquiries over 10,000 ft² from companies
seeking relocation on its land, which equates to about one million ft².
5.42 Evidence was also presented by Locate East Sussex to the consultation for Direction of Travel
– Issues and Options for the Eastbourne Local Plan in January 2020, that Eastbourne has an
acute supply-side problem, despite some larger local employers trying to maximise the
utilisable space on existing sites. In Eastbourne there is limited opportunity for development
as the relatively tightly-drawn Borough boundaries result in a very constrained land supply for
development. There was a view from agents in that area that the Borough has become
something of an incubator for companies, where firms grow and then have to move away
because of the inadequate supply of existing commercial stock and commercial land supply.
5.43 We also noted in the Eastbourne Local Plan consultation that the options in South Wealden
for larger Eastbourne firms to relocate nearby and find suitable premises in the Eastbourne
TTWA are currently extremely limited. For example, the serendipitous circumstances making
possible the relocation by Veritek Global Limited from Hampden Park to a site in Polegate do
now not exist. This is because most of existing A22 Growth Corridor allocations with planning
permission are at or near capacity (as at Chaucer Business Park) or small speculative units are
being built (Swallow Business Park Phases 2 and 3) which are not suitable for large
companies. The only suitable remaining serviced space in South Wealden for larger firms
with a bespoke premises requirement is Swallow Business Park Phase 1 which will become
available if the current planning application on the front of this site is successful. There had
been a hiatus in development caused by the Ashdown Forest nitrogen deposition issue, but
while this has been lifted due to the Wealden Local Plan being found unsound, Wealden DC
points to the capacity issues on this stretch of road – clearly evident at peak travel times –
which had prevented new sites being allocated in this area until there are upgrades to the
strategic road infrastructure.18 We note that the Natewood Farm employment allocation
between Polegate and Hailsham – where it is planned to bring forward 83,381 ft² of business
space – received planning permission in February 2020 after interviews with agents took
place, although the detail of the full development proposals and timing of this development is
unclear at the time of writing.
5.44 We understand similar shortages were reported to Wealden DC by its consultants Carter
Jonas in research for its review of Wealden Industrial Estates in August 2019.
5.45 An agent operating in North Wealden said that only smaller units under 5,000 ft² are available
in the Uckfield area; he reported that a large business planning to move to the area from
London was unable to do so: ‘as the larger product is just not there’.
18

A27 improvements between Lewes and Polegate (the comprehensive ‘offline’ solution).
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Implications of shortages of large premises
5.46 These shortages are of particular concern on two fronts: that no room exists for important
indigenous growing companies that are looking to expand or consolidate, and/or for larger
mobile investors with a high employment potential seeking to relocate into the area.
5.47 Of the 26,105 local business units in East Sussex, there are about 575 employing 50 persons
or over and, of these, 40 employ 250+19. These companies form the backbone of the
County’s commercial infrastructure and whilst under-represented numerically, employ a high
percentage of the workforce: in 2008, businesses with 50+ employees accounted for just
2.2% of all business units but 39% of all employees20. If there is a need for these businesses
to expand or consolidate for operational reasons and the property options are limited, these
companies will have to search for space outside their labour pool catchment, with the danger
a ‘footloose’ company may well choose to re-establish itself in another area completely. If
this happens, and they are lost to the area permanently, the impact on the local/East Sussex
economy will be disproportionately large.
5.48 This danger is amplified when, as is often the case, a business unit is a subsidiary of a
transnational company (having established an East Sussex base in an earlier wave of inward
investment or having been acquired through acquisition). In these cases, investment
decisions affecting East Sussex may be taken remotely, often in competition for resource
allocation with other business units overseas and without the loyalty to the area that local
managers will have. Indeed, there are examples of Locate East Sussex helping local managers
to fight their corner when global investment decisions are being made.
5.49 Successful companies that are expanding very quickly often lease additional premises to
provide extra capacity or house new streams of business activity (e.g. when servicing a new
contract) and thus commercial exigencies lead them to acquire, incrementally, an ad-hoc
collection of buildings sometimes scattered around multisite locations. There is a strong
business argument from companies in this position to consolidate operations on a single site,
and were such sites or premises of an appropriate size available, the collection of units they
occupy (often on a make-do-or-mend basis) could be released for the benefit of smaller
companies at an earlier stage in their lifecycle. We are aware of a highly successful
technology company, which – in the absence of other options – has grown incrementally to
occupy eight large units in this fashion on the industrial estate where it was originally based!
5.50 Attracting mobile or inward investment is essentially a serendipitous process and relies on a
happy conjunction of timing and matching of needs between an incoming company seeking
space, with the availability of a suitable premises ready for occupation (or serviced site
available for development, with all the regulatory requirements already in place) in a location
enjoying appropriate factor conditions. The implication of these Countywide shortages is that
incoming businesses are unlikely to find any vacant space, as illustrated by the agent’s
comments about a large London business in Para 5.45 above. Making premises available will
improve an area’s competitiveness and allow it to take advantage of the opportunities
19

Source: ESIF – Local business units by size of business, 2019. Local units definition: - individual sites that are
part of an enterprise (e.g. a workshop, factory, warehouse, mine or depot) situated in a geographically
identified place. At least one person works at or from this location for the same enterprise.
20

ESCC/ESIF: Business size, 2008. This dataset is now discontinued so 2019 figures are not available.
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afforded by large mobile investors when competitor areas such as the Gatwick Diamond or
M4 Corridor, which have their own premises and land shortages, are unable to meet mobile
investor’s requirements. This in an area of potential opportunity.
Office market in East Sussex

5.51 As outlined above in Para 4.8 of the market context section, the regional office market has
faded and property has now been dominated in the last 6 years or so by warehousing.
Changing working practices with more mobile and flexible working are essentially driving this
trend causing companies to review and reconfigure their space requirements. Essentially the
trend is now to move into smaller suites inside larger, high quality buildings.
5.52 Whilst the same factors also play out in East Sussex, agents reported that East Sussex was
already too peripheral and poorly connected to be a strategic office location and therefore
most large office occupiers in the County are in the public sector administration and services
sector. Demand for office space was considered patchy at best.
5.53 Agents consider Lewes to have the strongest office market in East Sussex but even here core
rentals (i.e. rentals without services/utilities included) are relatively low, being in the range
£15-17.50 ft² for larger suites in modern multi-occupancy buildings, although there are also
very small, serviced units for micro-businesses available for a considerable mark-up. Take-up
was also reported to be low. In Lewes, the rental value of office stock is (understandably)
well below that commanded by its city neighbour Brighton – one of the region’s stronger
locations – where rents can reach £32.00 ft² for the best properties. As another comparison,
one national agent stated that generally towns that are well connected have an office market
and referred to the established office market in Tunbridge Wells that adjoins north Wealden;
in his view, East Sussex was not seen as ‘a player’ in this respect at all. In Tunbridge Wells the
very best space is more expensive: as an example, Avison Young were marketing a highly
specified 20,020 ft² Grade A office scheme Number One Tunbridge Wells (later cancelled by
freeholders Tunbridge Wells BC as a political decision) that was quoting £27.50 ft² in 2019
which the agent was confident could have been achieved.
5.54 Eastbourne was not considered a strong commercial office location, despite its large
contingent of mostly public sector offices. There is evidence of patchy demand for the
commercial buildings and a residue of existing stock generally struggling to let. Notably, the
majority of indifferent-quality office buildings that were available on very low rents a few
years ago have now been converted/redeveloped into residential blocks as a result of
Permitted Development Rights (PDR). The outcome is that quality modern office space in the
town is now extremely limited, with Ivy House near Eastbourne station being the only Grade
A office space in the town centre, and Pacific House at Sovereign Harbour offering small
suites in a modern business centre on the outskirts of the town. However, whilst both
providing modern accommodation in small suites for businesses, these buildings have
struggled to let because demand is insufficient. Pacific House is, for example, perceived by
the market to be priced high, is arguably an uncompetitive product for an untested location
and, it might be argued, has been demonstrably slow to let.
5.55 In Hastings, there exists a hierarchy of office space available in the area including modern
multi-occupancy offices; companies requiring office space are now less likely to differentiate
between Hastings and Bexhill as there is space available in both towns. SeaSpace
speculatively developed offices in Hastings in its ‘market-making’ role and to its credit the
town now has an infrastructure of Grade A town-centre offices which could not have been
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built without public intervention and sets standards for the local area. Despite this, letting
this office space has been problematic in many cases and some buildings have ended up in
the hands of public sector bodies. Whilst there have been enduring successes such as the
managed workspace developed in Hastings there has not been a transformational effect as,
unfortunately, the office market has declined in Hastings/Bexhill as elsewhere. In Hastings,
for example, Saga’s occupation of One Priory Square has shrunk to two floors, one of which
houses a computer facility. Two floors are therefore available to let at the time of writing.
5.56 In Bexhill, Sea Change Sussex (the successor organisation to SeaSpace) developed Glovers
House, an office originally intended to be let on flexible tenancies at Bexhill Enterprise Park
South, which was let on completion in its entirety to Park Holidays UK Ltd and the investment
sold to Rother DC. Several agents stated that this letting was serendipitous. A sister building,
High Weald House is a similar 25,674 ft² multi-occupier office building, which is understood to
be quoting at £18.50 ft² + service charge. This rental is at the top end of local rental rates and
it remains to be seen how the building is received by the market.
PDR
5.57 The issue of PDR, its desirability as a policy initiative and the effect on East Sussex’s office
stock was explicitly discussed with all the agents. Indeed, at the time the Coalition
Government was consulting to introduce this measure, Locate East Sussex was requested by
some LAs to campaign actively against it on the basis that losing office space would have
detrimental effects on the County’s economy. There was, however, a strong consensus from
those agents and developers that commented that PDR has removed a stock of indifferent
quality office buildings from the market, many of which were outdated and did not meet
modern business standards. It seems that, contrary to expectations – as it might be inferred
that the loss of commercial stock would impact adversely on agents’ livelihoods – PDR is a
measure that in fact is applauded by the industry representatives consulted.
5.58 Agents commented second-hand office space was lost in Eastbourne to residential PDR
because, as evidenced by their high vacancy rates and very low rents, most of these buildings
simply were not wanted by business. Indeed, there was a view that any continued availability
of old, worn-out buildings would play a part in preventing new, high-specification, space from
eventually coming forward in Eastbourne town centre. The rationale is that developers would
be disincentivised from producing new product if office space were freely available for
companies to occupy at £10.00 ft² or below. It may not have been enough to modernise the
stock by simply refurbishing old buildings, even if demand required it, as demolition or
reconstruction of the existing fabric might have been necessary for offices to incorporate the
necessary features to bring them up to a modern standard as required by business.
5.59 It was suggested by some agents that there is a shortage of larger new high-specification and
more efficient Grade A office accommodation in strategic town-centre locations that will
need to be addressed at some stage, possibly as an economic development policy initiative to
attract high-value added companies. This, though, was not considered an immediate priority
and shouldn’t be provided where there is an opportunity cost in the provision of industrial
business units, which is where the main shortages lie. Locate East Sussex recently provided
advice to Eastbourne BC regarding offices in its town centre to this effect. We note however
there is evidence emerging in Eastbourne that the proposed loss of offices to residential
through PDR is starting to cut into the core office provision with the danger that almost all key
capacity in the town centre will be lost.
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5.60 Most companies in East Sussex of course require an element of office accommodation but
usually this is as an ancillary part of a larger factory/workshop or warehouse. For some
predominately office only uses, where a low cost-base is more important than the image the
company presents – such as call-centres, back-office operations, or occupational training
centres – some employers have, in the absence of cheap office space, repurposed cheaper or
more readily available industrial or warehouse space, and made the best of a poorer working
environment by adding additional windows and suspended ceilings. In these cases, outside
turning space and goods yards have been repurposed as car-parking. It could be argued that
custom adaptations were dictated by shortages of available office stock for larger scale
employment use.
5.61 For primarily office-based SMEs, with less employment intensive uses, there has been an
active niche-market for small, efficient, office suites and, in the past few years, these schemes
have let well. The units appeal to SME businesses as they have their own ‘front-door’, and
are completely self-contained. The development economics are, nevertheless, unattractive
because of the high cost of office construction (in comparison to industrial units) and the
relatively low office rents received in East Sussex. For this reason, they have therefore
generally been developed to help enable some other form of development, as in the
following examples of successful schemes built by local commercial developers with extensive
contacts and keen knowledge of the SME target market in their area:
§
§
§

‘The Hub’, built over the Lidl supermarket at Newhaven (initially built as a planning
condition, with a second tranche of units built when the first phase let quickly);
Units 1-4, Merrydown Business Park, Discovery Way, Horam (newly developed as a
planning condition for a residential development – now with 3 out of 4 units let);
Terraces of offices at Chaucer Business Park were included in the scheme because the
developer wanted to create a more overt high-quality business park environment to
differentiate it from local industrial and trading estates (all existing units let with the final
terrace having received planning permission but yet to be built).

Managed workspace and self-storage buildings

Managed workspace overview
5.62 Whilst the mainstream office market has faded, there is abundant evidence in East Sussex of
a burgeoning market for managed workspace, where micro-businesses can be incubated or
accommodated sustainably. Some organisations also offer virtual office services, where
companies can have the benefits of an office address without moving in. Managed
workspace cuts across both industrial and office markets but the proposition is essentially the
same in most cases, in that space is available on flexible ‘easy-in, easy-out’ terms, with
landlords usually bundling utilities and a range of property services into a package for an allinclusive monthly fee - either a short-term lease or licence. This ensures that commercial risk
for the tenant, particularly at the crucial start-up phase, is kept low by not taking on board
long-term liabilities, and allows the business to concentrate solely on trading rather than
property management. As managed workspace units are by their nature small and often
managed by public sector organisations, this market generally involves transactions that are
too small to require the involvement of commercial agents and, as such, are therefore not
usually tracked by them.
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Office
5.63 The concept ‘managed workspace’ takes many forms. At the top end of the sector in East
Sussex are purpose-built business centres which have been developed by specialist operators
funded by public bodies to create economic growth in more deprived towns like Hastings/St
Leonards and Newhaven. The nomenclature is wide ranging and includes: ‘incubation
centre’, ‘innovation centre’, ‘business centre’, ‘creative-media centre’, ‘enterprise centre’
which sometimes relates to the intensiveness of on-site business support, sector or
technology specialism, but is most usually a marketing term without much substance or to
attract funding. Facilities run in Hastings (by Sea Change Sussex – but originally developed by
Basepoint using SEEDA funding) and Newhaven (run by Let’s Do Business Group for Lewes DC)
have given the purpose built ‘enterprise centre’ model a strong foothold in the market. These
are suitable for micro and start-up businesses (and sometimes small departments of
established companies) often having made the transition from home-working to be
‘incubated’ in small offices and workshops. These business centres have communal areas
that are designed to bring a shared sense of community to the tenants; an environment
where inter-company trading (within the centre) is encouraged and in many, events for
tenants are arranged by staff.
5.64 Some facilities, such as the Sussex Innovation Centre, employ the same principles and are
available to tenants (which are often ‘spin-offs’ from the University) together with a very high
level of business support. In this case, the quality of the tenant and the duration of its stay is
often strictly controlled.
5.65 Hastings has, in East Sussex terms, a relatively mature market for such facilities. The
Innovation Centre in Highfields Drive St Leonards and Creative Media Centre building in
Hastings town centre, providing modern high-quality managed workspace both in town
centre and edge of town settings, were commercially well-judged and we understand both
buildings are currently 95% full. It is understood that there is, essentially, an open-door policy
in these centres and that tenancies are not rigorously restricted to innovative or creative
media businesses. These public-sector facilities have also been joined by the private and third
sector which are older converted office buildings offering similar service packages; examples
of these in Hastings are Century House and Rock House. These command much lower rents.
5.66 One agent commented that he now receives very few enquiries from business start-ups in
Hastings. He says that these micro-enterprises, that once would have occupied small offices
above shops (which generally died out when they were converted to flats under PDR) are now
run from home or from the business incubators in the town where start-up business needs
are being catered for direct with landlords. The fall-off in enquiries may also be because
these businesses have declined21 due in part to the current relatively low unemployment
levels (pre-CV-19), or that as suitable units aren’t being marketed by him, companies don’t
enquire about this kind of space. He did not think that there was sufficient demand for
another incubator facility in the town.
5.67 This thinking was echoed by an agent operating in the north Wealden area who pointed to a
shortfall in demand in the start-up category, which possibly is because there is a lack of space
available in this category. Nevertheless, he doesn’t believe that there is enough demand to
support a new incubator facility in North Wealden. He advised that the Basepoint Centre at
21

ESIF reports that in 2018 there was a 10% reduction in business starts in Hastings
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the former Pine Grove Wealden DC offices in Crowborough has a satisfactory level of
occupancy. It is understood that co-working space22 is now also available in the north of the
District. Locate East Sussex advises demand for these facilities was high before the lockdown
and anticipates will increase further because of changing working patterns as a result of the
coronavirus crisis.
5.68 Napier House23 in Bexhill (developed by Rother DC) and Castleham Business Centre East24 in
Hastings (developed by Hastings BC) are a variation on this theme. They both offer modern
well-designed, purpose-built accommodation on easy-in/easy-out terms (Napier is available
on a 3-year lease, determinable by the Tenant on one month’s notice), but this is a more
traditional transactional environment, without manned receptions or breakout and meeting
rooms, and therefore the tenants’ experience differs greatly from that in the more business
community-orientated enterprise centres. Napier offers an all-inclusive package including
business rates and utilities but Castleham, also available on a monthly licence, has metered
utilities that are payable separately. This no-frills approach is cheaper to run, but cannot
command the rents achieved by the enterprise centre model.
5.69 Extremely high occupancy rates are also reported for the key managed workspace buildings
outside Hastings: Newhaven Enterprise Centre, which was extended in 2016, is currently 98%
full; The Mallings in Lewes run by Bizspace, has circa 80-90% occupancy. These buildings are
essentially at full capacity. It is also understood that the recently renovated Pine Grove
building in Crowborough operated by Regus is letting well. It is also known that a national
managed-workspace operator is still looking for a freehold office building in Eastbourne to
establish a presence there, and has signalled interest in other towns.
Industrial and self-storage
5.70 The managed workspace model has also been adapted to the industrial sector. This has
included landlords providing incubator space for start-ups such as Enterprise Works in
Newhaven (now closed) and manufacturing companies acquiring large factory buildings and
letting surplus space to other industrial occupiers on a serviced short-term basis, with
partitioned off working areas. One such example was speaker cabinet hardware
manufacturer Penn-Elcom Ltd which acquired the former Philips Factory on Ponswood
industrial estate and sub-divided redundant space (marketing this through an associated
company called Offerfair) for small business use on flexible terms.
5.71 Subsequently Offerfair has proved a viable business model setting up on a growing number of
sites in Hastings/St Leonards for self-storage: (two) on Ponswood Industrial Estate, (one)
Ivyhouse Lane Industrial Estate and latterly acquired the former Hastings Observer building in
Telford Road for this purpose. Wise Group, on Castleham Industrial estate also in Hastings
has combined self-storage in its converted warehouse with a business centre offering office,
shared desk-spaces and meeting/conference facilities.

22

Coworking spaces are essentially shared workspaces offering affordable office space for those
looking to escape the isolation of a home office or coffee shop. These shared workspaces offer a suite
of office amenities such as hot-desking, private meeting rooms, kitchen facilites etc.

23
24

Napier House, 1 Elva Way, Bexhill-on-Sea TN39 5BF
Castleham Business Centre East, Stirling Road, St Leonards on Sea TN38 9NP
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5.72 Self-storage warehousing uses are generally repurposing (mostly older) industrial space.
There is evidence that these self-storage units essentially have the same purpose, albeit on
the micro-scale, as the distribution warehouses for on-line fulfilment discussed above, in this
case providing storage facilities for internet-businesses operating on the eBay auction
platform. One stakeholder pointed out that here is a danger that self-storage is blocking
productive wealth / employment-creating uses when there are severe shortages in the stock
of industrial premises. The high ‘existing-use value’ of old industrial space through demand
from self-storage operators, has not made it viable for developers to acquire and redevelop
these premises. This issue is among those discussed in the next section.
Diversified farms

5.73 It is known that rural areas in East Sussex are serviced in part by former agricultural space on
diversified farms, which host a surprisingly wide range of business uses in converted barns
and outbuildings at cheap rentals. These buildings have often been converted with grant
monies to generate employment in often deprived rural communities. Diversified farmers
usually find tenants through referrals, word-of-mouth or small ads; there is very little
interaction with the mainstream property industry and therefore little consideration has been
given to the sector in this report.
6. LAND SUPPLY AND DEVELOPMENT

6.1 There is a general view from interviewees that the planning system is weighted in favour of
residential development. All agreed with the assertion that the thrust of NPPF is about
getting houses built and that the planning process places too much emphasis on provision of
residential dwellings, as required by government. It is perhaps worth relating that several of
those interviewed, including both private sector developers, pointed to the differences
between commercial developers and housebuilders. Commercial practitioners operate on a
much smaller scale (as will be apparent later in this document), tending to specialise in their
field: one said that that residential and commercial developers ‘are two different breeds!’
6.2 There was a universal and unequivocal view from those interviewed that there is an
insufficient future land supply to provide sustainable business space to meet the
requirements for existing needs let alone the incoming populations from the new
housebuilding, as required by government. Unless more employment sites are allocated,
they lamented: ‘where are all these people going to work?’ To illustrate the point, two agents
referred to the Ridgewood Farm allocation to the south-west of Uckfield, which will create
1,000 new homes in four phases, 750 of which will need to be built before the developer is
obliged to build out an associated employment site, which according to an agent with
detailed knowledge of the site, could take eight or nine years.
6.3 The evidence from agents/developers suggests that there are employment land-supply
shortages across much of East Sussex, and they equally affect both the coastal conurbations
and inland towns. These shortages are also apparent for land at different stages in the
development process, from existing business parks with as yet undeveloped phases, through
to potential future land-supply formally allocated for development. A summary of market
sentiment from agents/developers by town is presented in the table below. A table of key
development sites including future land supply in the County is also provided as Appendix 3.
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Table 3. Summary market assessment of existing industrial land supply by town/area (July – November 2019)
Hastings

Bexhill

Lewes

Newhaven

Peacehaven

Eastbourne

Uckfield

Hailsham

Polegate

Undersupplied. As yet there are no plots available to buy at Queensway North Innovation park, St
Leonards where Sea Change Sussex (SCS) is still trying to overcome issues it has with making available
serviced plots for freehold development (when that is available it seems likely to be massively oversubscribed given pent up demand from the 1 million ft² database of existing enquiries). Currently, no
developable land is known to be available elsewhere in the Borough.
North Bexhill is a large secondary location, suitable for local businesses. Bexhill Enterprise Park North
(Policy BX3) is a 14.2 ha serviced site with outline consent for 33,500 m² of B1/B2. However, its future
for industrial use is open to question as a Reserved Matters application was recently refused for 8,328
m² of speculatively built B1c/B2. BEP South is effectively office use only.
Undersupplied. Whilst considered a strategic location due to its access to major road/motorways, the
town of Lewes has no development land (being constrained by national park designation) and existing
estates, such as North Street/Phoenix which were suitable for redevelopment, are being lost to
residential uses. The Malling Brooks allocation is very constrained and is considered by agents to be
no substitute for the loss of these industrial estates. It is also thought to be susceptible to flooding
because of the low water-table.
The town succeeds because of the EZ and because brand-new high-quality space (which businesses
like) continues to be available at Eastside South Business Park at affordable rentals. However, it was
suggested that, currently, the town has enough space to service local demand.
Accessibility is poor and supply mostly services the limited local demand. Brighton is very close but
traffic between Peacehaven and the City is such an issue that businesses are more attracted to
Newhaven where commuting is easier, modern space is available at Eastside, and there are EZ benefits.
Eastbourne/Polegate is considered to be a strategic location but Eastbourne in particular was
considered under-supplied by several agents. Future land supply was constrained because of the tight
borough boundaries to the outskirts of the town and potential employment sites being prone to
flooding and therefore undevelopable. There are potential sites but these are unallocated. The
Sovereign Harbour Innovation Park (outline consent for 15,000 m² B1, with 2,323 m² already
developed) was considered by agents to be suitable for industrial use – rather than the office park
currently being proposed.
Wealden
Under-supplied given the high levels of demand in the
area: one of the agents in Uckfield said his practice
An agent with a detailed understanding of
would have no problems filling a 100,000 ft² site if it
the Wealden property market said that the
were available. Deliverability of the Ridgewood Farm
key barrier to development in this district is
employment allocation to the south-west of Uckfield
lack of allocated land. Improving supply is
(formerly Policy SD1 in the Core Strategy Local Plan
key to growth with the additional factor of
2013 and Site Allocation DPD) was also brought into
B8 needing to be in a good strategic location
question by some agents.
if occupiers are to be attracted. Land
(Interviews prior to Natewood Farm permission) The
assembly can be key to development going
proposed Phase 1 plots at Swallow were not available
ahead and the demand is already there for
for immediate development and therefore could not be the necessary take-up if sites were allocated
considered as a location for one agent’s 30,000 ft²
and development could take place.
inward investment opportunity. Swallow is not
Improving supply is key to growth. His
considered a major distributor location.
analysis of the Wealden market shows that
there are not sufficient allocations for
Polegate is a strategic business location and is one of
existing needs let alone for population
the few areas in East Sussex with the potential to be
growth.
suitable for a major distributor as it has the necessary
connectivity.

Strategic sites and locations

6.4 As explained above in Para 5.50, timing and certainty are key for larger businesses seeking to
find development plots suitable for custom-built warehouses or production facilities. For
strategic companies there is too much commercial risk in trying to acquire allocated
employment sites, and often these are in the hands of landowners seeking to maximise land-
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values from change of use to residential. If development is to be deliverable, ‘shovel-ready’
serviced plots are generally required, usually in existing business parks, with most permissions
already in place. A West Sussex-based agent opined that there are few development plots on
existing sites in East Sussex currently available and suitable for his clients (generally larger
companies): ‘Swallow has some plots, and a little bit is left at Ashdown’. As can be seen from
the table above, prospects for future land supply appear equally problematic.
6.5 Those agents with a national/SE market coverage commented on the existing shortage of
strategic sites in East Sussex and where in the County new sites might be allocated. Only
Eastbourne/Polegate, Lewes, Uckfield (and perhaps Hailsham) were considered to have the
necessary road/rail infrastructure connecting them to the main regional or national markets
to qualify as ‘strategic locations’. These would be locations suitable for large companies
without existing links to the area to invest. It should be noted that North Bexhill was seen by
the market as a secondary location. Whilst clearly being an attractive development area
suitable for local businesses, it was not seen by the market as a strategic business destination
in same sense as Eastbourne/Polegate, Lewes or Uckfield because of its location and
connectivity, and agents advised it would struggle to get pension funds investing there. These
comments, together with the type of property product being brought forward there, would
appear to cast doubt on the development vision for the area.
Strategic sites: what needs to be allocated?
6.6 New prime sites allocated in these strategic locations could make credible alternatives to sites
in the Gatwick Diamond where, as identified above, there are also shortages in existing stock
and in land supply. Here, the best serviced/consented plots are currently up to £2.5m per
acre, rather than £700,000-£750,000 per acre in East Sussex. It should be noted that
occupiers may not necessarily be deterred by high property costs, as this is likely to be
proportionally much lower than the cost of its workforce, which is the main priority for most
organisations.
6.7 There was a strong market view that scale of development is key to initiate change and
promote East Sussex’s competitiveness as a business location. To achieve this, new 10-acre/
4 ha (developable) lots in these strategic locations would appear to be optimal; a site
coverage of (say) 50%, would provide 175,000-200,000 ft² of B1c/B2/B8 business space for
each lot. One Uckfield-based agent said: ‘Wealden needs another Ashdown Business Park’;
this would be of a sufficient scale to resolve the local supply-side commercial property
shortage in his area.
6.8 Agents advised that the practical acquisition-ceiling for forward-funding by a commercial
developer is likely to be 10-acre fully-serviced plots (i.e. 10 acres at normal commercial rates
of £700,000-£750,000 per acre = IRO £7-7.5m). A larger site would only be fundable by a
housebuilder which has deeper pockets, and for whom the returns from a site would be
higher. This risk could be mitigated were the land to be local authority owned, and under this
scenario, an allocated 20-acre site would be ideal, provided that it was protected from highervalue uses and sold off to commercial developers in 5-10 acre lots. This fits in well with the
Sea Change Sussex model which has taken an infrastructure delivery role at the Bexhill
Enterprise North site, (BX3) and is potentially leaving development of the speculative site to a
private development partner which can build at a more competitive price. It is also important
to differentiate between allocations and plot size. Larger swathes of land could be allocated
in strategic locations in excess of 10 acres but sold off in optimum sized lots.
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6.9 A preliminary market assessment of the location and size of new sites in strategic areas
required over a 5-10 year time-horizon is given below in Table 4., subject to phasing in
development of these sites which would have to be staged to avoid market distortions.
Making such a forecast while the country is in the grip (as at the time of writing) of the
coronavirus crisis, which has shattered previous economic forecasting assumptions, is
somewhat speculative. Nevertheless, the view given below in the table makes the following
assumptions:
(a) The macroeconomic context is that economic equilibrium is re-established by Q4
2020 (see OBR forecast Para 10.8) and that the policy actions taken by the
government has limited any long-term economic ‘scarring’;
(b) East Sussex’s key employers, many of which are business units for global
corporations, will have a high degree of resilience and continue trading. Previously
unsatisfied pent-up demand from business expansion and the need to consolidate
operationally will remain; and,
(c) It seems reasonable that the current property market response to the e-commerce
revolution, with increased need for more high-grade warehousing, will be
accelerated. It also seems likely that with more light-industrial space will be required
for domestic production if international supply-chains are fractured.
Table 4.
Preliminary market view: outline location, number and size of new prime sites required in strategic areas
Town

Lewes

Site
numbers
1

Size
(acres)
5

Eastbourne/Polegate

2

10

Uckfield

1

10

Hailsham

1

10

Notes

Lewes has attracted some high-value companies. It has
very strong locational advantages25 (via A27road link to the
West Sussex coastal conurbations) and Gatwick Diamond
via A/M23. There is also the opportunity for it to capitalise
on Brighton’s potential draw for inward investors if
sufficient land were available. However, land availability in
the town centre is limited and edge of town land supply is
very constrained by South Downs National Park planning
restrictions, thus a smaller requirement here. A potential
edge of town site could be doable albeit access difficulties
need to be overcome.
It is thought that there is potential for at least one 10-acre
site to be assembled in an industrial area within the
Borough’s boundaries.
It is noted that potential options exist along the A22 on
edge of Uckfield if the Ridgewood Farm land does not
come forward in this timeframe.
The Natewood Farm site probably has potential to at least
partially meet this requirement.

Other sites

6.10 As well as allocated prime sites in strategic locations, secondary local sites are also needed for
speculative development, which is generally the only way development comes forward in East
Sussex. A locally-based developer, with extensive experience developing across East Sussex,
25

It is noted that in ESCC’s 2018 Business Survey (Business Accommodation Theme Paper) Lewes’ access to
major roads/motorways was seen as a positive feature, at +16%, whereas the County average was +1%.
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said that, in Hastings in particular, much of the property stock is old and new sites need to be
found. Additionally, he pointed to unique problems related to the County’s coastal location,
particularly affecting Eastbourne and Hastings. He said that, ideally, these towns need sites of
20 acres to be big focus points for growth in the 21st Century – as was the case when
Hastings’ existing industrial estates were planned. He referred to the substantial pent-up
demand (referred to earlier) for the business segment with larger property requirements
(20,000-40,000 ft²) which need to move but have nowhere to go to because of insufficient
land supply. He regretted that land-supply is not planned as is the case of some European
countries where building plots are earmarked for expansion of key companies.
7.

DELIVERABILITY ISSUES

Lack of national developers in East Sussex
7.1 As discussed in the background sections, the historic ‘supply side’ performance of the East
Sussex property market has been problematic. Insufficient value has been generated by the
business use classes to bring development sites forward through the market mechanism and
engage the ‘mainstream’ property industry, and so there is little evidence of national
developer interest in building employment floorspace in East Sussex. A London-based agent
said that national developers are active in locations with good access to markets and links
with national infrastructure, such as Park Royal, Heathrow and Luton where top industrial
rents are £20 ft² rather than £9-10 ft² in East Sussex. As has already been discussed, sites in
East Sussex are generally too small and there is a lack of prime sites in strategic locations.
The existing absence of such sites was given as one reason for the general lack of interest
from national developers. Discussion with a national developer confirmed another issue is
that East Sussex’s profile as a business location is clearly not high enough to be ‘on their
radar’.
7.2 One example referred to in East Sussex where there has been such interest was the
acquisition by Quadrant/Helical Bar of a 9.6-acre development site in Hailsham.26 Generally,
however, the commercial development that does take place is the preserve of a few local
developers who know the market inside out and can identify opportunities, acquire a suitable
site and, through strictly controlling costs, develop a scheme that is both viable and meets
the requirements of local businesses. This includes taking a longer-term view as to returns on
investment than would be required by national developers.
Viability
7.3 Those interviewed agreed that rents are now generally high enough in Lewes, Eastbourne and
Wealden to make development of industrial units viable. Comments from agents and
developers suggest that the balance of viability, subject to cost variables, appears to be when
industrial rental values reach IRO £7.50-8.00 ft² which should achievable in these areas27.
However, viability is highly cost sensitive, so this is subject to a low-enough site purchase and
assumes there are no extraordinary construction costs such as piling, infrastructure
requirements, provision of utilities or other services and site-remediation works, or the need
to discharge planning conditions. For example: ‘gap-funding’ of £1.4m was required through
SELEP’s Local Growth Fund to pay for enabling infrastructure at Swallow Business Park
26

Acquired from the Receiver when Marlow Ropes went in administration and was redeveloped in 2009 to
provide 150,000 ft² of B1/B8/A1/A3.
27
£12.00 has been achieved at Cliff Industrial Estate Lewes.
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including a new access road onto the A22; Eastside Business Park in Newhaven needed £1.6m
from Coast to Capital LEP’s Local Growth Fund to kickstart development in an unproven area
with difficult site conditions. More details on these specific interventions are included in the
site case studies below.
7.4 The commercial developers interviewed said that choice of sites within their chosen
geographical area of operation is opportunistic and therefore they are constantly site-finding
and negotiating to buy land when it becomes available; they know their local market inside
out and where it will ‘stack up’. Given the marginal viability of commercial development,
such acquisitions are very price sensitive. An experienced East Sussex developer said that all
of his development sites have been bought going into or out of a recession: ‘It’s almost
impossible to get something for the right price in normal trading conditions’.
7.5 Development viability in the east of the County is more likely to be problematic. In Hastings,
for example, where new sites have yet to come forward, the rentals being achieved on the
existing elderly property stock are insufficient to prove that development is viable.
Developers, or their funders, might consider that the level of commercial risk is too high to
proceed, and public subsidy may be required to provide the necessary initial commercial
stimulus and incentivise development, as was the case at Eastside in Newhaven. Case studies
on Eastside and Swallow business parks are included as Appendix 4.
7.6 Once it can be proven that new space in a location is well received by the market, investment
values can rise and development can be self-sustaining. This effect has been demonstrated in
the Eastbourne/Polegate area of East Sussex where new speculative investment has acted as
a catalyst to improve commercial property values thus promoting follow-on investment in the
form of business space being brought forward on other sites in the area.
7.7 Market sentiment is that higher rents could be achieved on the land allocations for the Bexhill
Enterprise Park, North Bexhill than in Hastings which would make development viable
(providing development land is procured at a reasonable price). However, margins are
sufficiently narrow for the publicly funded strategic infrastructure works which is opening up
these sites to be necessary. SELEP’s LGF bid for Bexhill Enterprise Park North confirms that
development is viable stating that: ‘Whilst there is development profit margins for light
industrial units to be built speculatively it is not sufficient for a private sector developer to
provide the locations site-wide infrastructure as SCS has found when trawling the market. This
is unsurprising as such an on cost does not generate any further returns… Similarly, converting
some of the bespoke interest for manufacturing units will not proceed if no strategic
infrastructure has been funded and delivered’.28
7.8 Development economics generally make it unviable for office buildings to be delivered, unless
rents rise significantly to pay for the much higher build costs compared to
industrial/warehousing. Rents would need to be over £20.00 ft² to redevelop old stock
whereas, say, in Eastbourne they rarely exceed IRO £15.00 ft². Residential values are,
however, sufficient to make conversion to flats viable in the town. For this reason, in East
Sussex B1a office development rarely gets built by the private sector even in town centre
locations without cross-subsidy from a higher value use or a public subsidy. There is a very

28

Source: https://www.southeastlep.com/app/uploads/2019/01/Bexhill-Enterprise-Park-North-BusinessCase.pdf Para 2.5
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high level of commercial risk in doing this speculatively, outside the established office
locations near to the motorway networks. One agent said that prestige buildings only work
because they are funded with public money.
7.9 In contrast, as evidenced above, managed-workspace is very successful in East Sussex usually
with high levels of occupancy and relatively high rents. The favoured business centre model
generally cannot be economically developed unless some form of public subsidy is included.
This is because such buildings are expensive to construct and have a relatively low ratio of
saleable floor space reduced by wide access corridors, reception areas, meeting rooms and
other communal areas. This space is non-income earning but an important part of the
managed-workspace package. For this design reason, and because fixed costs (staff salaries
etc) are also broadly similar for the size of building (i.e. proportionally lower for larger
buildings) business centres offer increasing returns to scale to operate, but obviously larger
buildings cost more to construct. Whereas a conventional office pre-let (unlikely in East
Sussex) on a long lease might be fundable providing the development ‘stacked-up’ financially
(also unlikely), these buildings have to be developed speculatively, and commercial funding is
not available based on short-term licences without any covenant. This means that the value
of the completed asset (i.e. an empty building) to the investment market is likely to be
extremely low, well below the capital cost of construction. Once the building is fully
occupied, which could take up to three years, the value of the development would be reevaluated by the investment market. However, the developer carries the commercial risk to
this point and it is by no means certain that full (i.e. 90%+) occupation levels can be reached
and sustained. It is clear the property economics outlined above in the viability section would
preclude the development coming forward on the basis of being funded exclusively from
commercial sources, unless the operator is backed by an investment fund taking a very longterm view.
Economics of redeveloping existing sites
7.10 When rental values are comparatively low, the ‘existing-use value’ of a building is often higher
than the Residual Value29 of the redeveloped site making redevelopment of an existing
building uneconomic. One commercial developer said that rents at Ponswood Industrial
Estate in Hastings are IRO £5.0 ft²: ‘which is why nothing new gets built!’. Some owner
occupiers will, nevertheless, seek to redevelop their existing premises if circumstances permit
or to develop a greenfield site even though development is not viable. An agent reported
that a company based, in fact, on the Ponswood Industrial Estate, is one of the first
companies he knows in the town that is redeveloping its existing substandard premises to
make them fit for purpose. Crucially, whilst these works are not viable as an investment they
are operationally necessary and are being carried out on this basis.
7.11 In Hastings, we were told that the terms of geared ground rents on Borough Council land
(which is 20% of open market value over a 125-year lease period) can be a brake on such
improvements. This makes buildings inherently difficult to sell to landlords/investors as,
when they are empty, they not only have empty business rates payable but also the ground
rent to pay to the freeholder (HBC). It doesn’t always affect the occupiers directly as of
course they should have paid less for the building in the first place and so this offsets the
ground rents that they have to pay.

29

The differential between the Estimated Total Development Cost and the Estimated Total Development Value
provides a Residual Value
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The need for speculative development
7.12 Delivery of commercial floorspace in East Sussex has also proven problematic as there is a
vital need for speculative development if sites are to come forward.30 All interviewees
operating in East Sussex, where development usually serves a predominately local market of
micro businesses and SMEs, stated that it is vitally important for new space to be
speculatively built in advance of any formal commitment of interest. For financial and
operational reasons these businesses are rarely able to ‘pre-let’31 space prior to its
construction. In East Sussex, where units are not generally built under pre-letting
agreements, the mantra is: ‘build and they shall come’. For these smaller units which form
the backbone of requirements in East Sussex, there is sufficient demand to fill units if they get
built speculatively, but not enough to generate a supply if left to market forces through preletting agreements. This is particularly true with smaller companies which wish to see
tangible evidence of the product – or at least that building work has commenced to
demonstrate that the site will be developed – before committing to a lease.
7.13 The view was expressed by agents that many occupiers, particularly the smaller ones which
dominate the market, take a short-term view: they generally don’t see property as a strategic
issue and therefore don’t plan ahead. One agent said that in his experience in
Hastings/Bexhill only about five small companies in 20 years have planned well in advance for
relocation! It is abundantly clear from the evidence gathered that were new light industrial
space of an appropriate quality and price available in Hastings and Bexhill, then (provided that
the market was not flooded with property at one time) occupiers would quickly be found. As
observed above, the market in Hastings is very sensitive to price.
7.14 The exception is for larger property requirements. The governance of major companies
generally leads to a different mindset from SMEs in that they usually plan – with up to a twoyear lead time – before needing to move. These larger premises are likely to be a more
customised product designed to suit the specific operational requirements of the company,
and either sold off-plan freehold or leased under a pre-letting agreement. However, one
regionally based agent said that 20,000 ft² speculative units, provided they were sensibly
designed, would probably let well.
7.15 On major sites, developers require the experience, capability and vision to masterplan,
procure the construction of the units to occupiers’ specifications (for larger companies’
custom requirements), and to lease out the units if needed. There could be an added level of
uncertainty if an occupier buys a plot direct from a landowner without these capabilities.
7.16 The point was made by a regional agent that although sites that they wish to see allocated in
strategic areas (as discussed in the strategic sites and locations section above) are primarily
needed for larger companies, masterplans could include some phases of small speculatively
built units to help establish the site in its early stages.

30

A building project undertaken with no formal commitment from any end users.
A pre-letting agreement is a contract between a potential tenant and a commercial property developer which
allows the tenant to agree to lease a building before the construction has started.
31
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Funding
7.17 While developers need to build speculatively and in doing so take on risk, this can be
managed in this niche market by operating with low overheads providing there are no
extraordinary site costs, delays or onerous planning conditions. However, the funding
paradox is that whilst speculative development is essential to attract commercial occupiers, it
is generally not possible to raise private development capital to finance speculative
commercial development, even when that development can be shown to be viable. This is
because banks are averse to this level of exposure to risk. A local developer with extensive
experience developing out eight business parks in East Sussex, was adamant that banks will
not fund speculative commercial development on the merits of a project: his company can
borrow purely against its balance sheet (which includes cash-flow). The only project he can
get funded on its own commercial merits is where the prospective tenant has already
committed to a 15-year pre-letting agreement. However, providing the client meets these
criteria, development finance is available – and at relatively low interest rates – unlike the
situation after the financial crash in 2009 which saw some banks and other financial
institutions withdraw from commercial property as they drastically curtailed their exposure to
such borrowing. A lack of development funding was not raised by interviewees as a key issue.
Scale of development
7.18 It is important to note, a point made by both developers and agents, that there are scale
economies in developing sites: the costs of providing services or infrastructure, such as
building access or internal estate roads or bringing utilities onto the site, are proportionally
higher for smaller sites and there are increasing returns to scale to developers on larger sites
which affects viability. An experienced East Sussex developer said that his sites needed to be
of 3 acres upwards; any smaller and the necessary economies of scale won’t be gained, or the
land would be taken by owner occupiers who aren’t concerned about viability, just
operational needs: so, in the words of one developer, ‘they would pay too much’. A national
commercial developer said that his company would consider sites of 1.5 acres upwards, but
this will be in higher-value areas. He also made the point that the bigger a building is, the
cheaper it is to build (relatively speaking) which makes the larger logistics buildings more
viable. Larger buildings generally command a proportionally lower rent than the small units
favoured by the majority of SMEs in East Sussex.
Competing uses
7.19 Given the imperative in NPPF for LPAs to meet housing targets and in the scramble by
developers to build houses, employment allocations have sometimes been eroded or diluted,
such as residential schemes on former employment sites with a commercial element that gets
delayed or indeed never gets built. 32 Some have been lost on appeal to alternative
residential and food retail uses that have a very substantially higher value for owners and
developers given the imbalance between land values of competing land-use classes in East
Sussex33. In some of these cases, planning permission is linked to a requirement to build

32

The National Planning Policy Framework (March 2012) requiring Planning Authorities to review their stock of
undeveloped sites for alternative uses may, potentially, have hastened this process.
33
Interestingly, a national developer interviewed, which commenced its operations in the Midlands, reported
that commercial values there can be higher than those for residential uses.
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employment floorspace or provide serviced sites enforced by planning conditions/S106
Agreements. Even prescribed in this way, its delivery has proved to be far from certain.
7.20 Various sites were discussed where this had happened in the past: the Grampian Country
Foods site in Five Ash Down, Uckfield where the factory ceased production in 2004 and the
site was developed out by a national housebuilder despite its allocation as an employment
site. Others have included the diluted employment allocation to the south of the Polegate bypass, Robertsbridge Mill, half of the original Eastside allocation and the Parker Pen site at
Newhaven. Sometimes, this process does work as intended, as at Merrydown Business Park
in Horam, where development of six small business units was a quid-pro-quo to allow the
greater part of the former Merrydown Cider factory site to be developed for housebuilding.
7.21 Developer ambition or ‘mission’ is therefore often a key factor in the various decision-making
processes that combine to start a commercial project. Agents pointed out that making
employment allocations does not in itself guarantee the delivery of sites, as they often fall
into the hands of housebuilders, as evidenced above.
7.22 The deliverability of the Ridgewood Farm employment allocation to the south-west of
Uckfield (formerly Policy SD1 in the Core Strategy Local Plan 2013 and Site Allocation DPD)
was one of those brought into question by some agents. This is because of the access
difficulties caused by the present site layout and because the proposals have been brought
forward by a company which has, in the past, successfully resisted employment uses, an
example being at the former Grampian chicken farm near Five Ash Down. It has been
reported that the price being sought for the land is relatively high in relation to fully serviced
sites, at a level which might have deterred a potential buyer. This site is discussed in more
detail in the case study below.
Use of planning system to protect employment/sites
7.23 One agent based in north Wealden commented on the benefits of using the planning system
to protect or bring forward employment sites and buildings. One such case cited was
Portland House, a former commercial property on Framfield Road Uckfield developed as flats
with three ground floor offices which the planners have specified as required. These
remained empty for a considerable time until the developers requested that they were
converted into flats. The planners directed34 that the very high rental quoted was first
reduced to realistic levels and that the premises were fitted out as offices so that market
interest could be ascertained. It is understood they subsequently let quickly so WDC’s
approach was vindicated on this occasion.
7.24 Many agents, however, appeared sceptical about planning interventions: the suggestion that
the planning system could be used to protect allocations, made some observe: ‘what
allocations’! In response to using the planning system to bring development forward, one
agent commented that space is not required in the ‘back of beyond’.
7.25 Two agents suggested that the high cost of housing in north Wealden deterred investment as
companies struggle to recruit workers. One said that residential developers need to be
forced to develop more affordable housing to support such recruitment. Often the reason
34

In Wealden, developers have to make a Prior Approval notification application in the transfer from B1 to C3
and that in certain circumstances PD rights can be removed under the Article 4 Direction process (which
requires an application to the Secretary of State).
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that viability arguments on affordable housing come into play is that developers have to pay
too much for land but if LPAs strictly enforce affordable housing ratios (and employment
allocations) for large developers, it could potentially drive down the value of land, which
means it is more likely to be acquired for employment uses. Wealden District Council
observed that another factor affecting viability is the Community Infrastructure Levy (CIL). CIL
is a fixed charge and cannot be altered so other issues, such as affordable housing, can be
negotiated to ensure that such a scheme can come forward. This would be independently
assessed.

Case Study 1 – Ridgewood Farm, Uckfield
The Ridgewood Farm land – comprising 82.3ha on the portion east of the A22 – received
outline planning permission in March 2016 for 1,000 net additional dwellings on about 45
acres of land and up to 13,495 m² of employment uses (the Business Area) on the north of
the site. It is understood that it is being built out in four phases with the first two phases of
250 homes on about 25 acres which received detailed planning permission in October 2017.
Taylor Wimpey are developing and marketing the current phase. The Developer’s Covenants
for Employment (Schedule 11) requires the developer to provide the Business Area ‘prior to
the Occupation of the 751st Dwelling to be Occupied’.
One agent with detailed knowledge of the development said that he estimates this allocation
would take eight to nine years to come forward based on the phasing of the residential.
Despite steady demand in the area it’s unlikely to be built before that because the
infrastructure cost for a separate access road from the A22 to the employment element over
Ridgewood Stream is high, believed to be estimated at £2.0m. It should be noted that
Wealden District Council has estimated (albeit prior to the coronavirus crisis) that the 751st
dwelling on the Ridgewood farm site would be completed in the 2025/26 financial year, so
would likely to be occupied by the following financial year (2026/27) – significantly before
the market view provided above.
8.

PROPERTY PRODUCT MOST NEEDED IN EAST SUSSEX

8.1 Our interviews with property professionals in East Sussex reveal the extent of the gulf between
demand and current supply of commercial property, but when new land allocations do become
available, what needs to be built on them? There was a strong market view that small units
providing high-specification and flexible business space in modern mixed-use business parks are
most needed in East Sussex. A flexible design template and use of good-quality materials can
give these units a distinctive contemporary appearance and they can be purposed to the myriad
of commercial activities small occupiers require. For example, entrance and mezzanine areas
can be glazed if necessary and easily adapted to create affordable office areas (without the
much higher build-costs of specialist office buildings) retaining the practicality of warehouse
space accessed by roller-shutter doors for deliveries. This can give the unit a multi-purpose role
and create a good-quality working environment for those occupying the development. These
principles are illustrated in Agon’s unit at Polegate (below), which is compared to an un-let unit
in the same block that could be customised for another kind of occupier.
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Images #1. Agon, Polegate v. unlet unit
8.2 Units cited as being particularly suited to modern small-business needs are speculatively developed
in multi-unit terraces finished to a shell specification, with partitions that can readily be moved to
give flexibility within the terrace, or so that a company can let an entire block – giving the potential
for requirements of, say, 2,000–20,000 ft². The key when bringing forward such schemes, one
agent stated, is to look to the future and specify what this market needs. He suggests that the basic
specification should at least include the following:
§ high (6m+) eaves;
§ good loading/access up to HGV;
§ built to high environmental specification to increase running efficiencies;
§ high floor loading;
§ dedicated 3-phase electricity supply;
§ ultra-fast broadband;
§ generous parking provision;
§ built-in flexibility – where internal partitioning between units can be readily moved;
§ not be over-designed for the prospective occupier.
8.3 A low-density35 business park environment is also desirable where building design is uniform, the
site is landscaped and well-managed with maintenance of common areas undertaken regularly, and
external storage rigorously controlled to avoid clutter which is incompatible with a high-quality
business environment. One developer says that he has resisted auto-related use for this reason,
despite funding pressures.

35

40%-50% site coverage was suggested which compares to the 60%-70% of older industrial estates.
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Image #2. Hard and soft landscaping lifts the appearance of this business park in Polegate.
8.4 On prime sites in strategic locations, efficient high-grade warehousing/light assembly custom-built
for larger requirements is also required, together with a mixture of speculative business units to be
included in the masterplans. A London agent observed that that is very difficult indeed to let
‘hybrid buildings’, sometimes called ‘50:50 buildings’ – with offices on first floor and workshop on
ground floor; although they appear to meet business needs they are not, in his view, a product
worth developing.
8.5 Whilst some agents stated that new purpose-built offices are not required, there was also a view
that high-quality grade A stock would in future be needed in town-centre locations, but this is not a
priority and, given land shortages, should not come forward at the expense of smaller industrial
schemes. The viability gap in developing town-centre offices suggests that development requires
public subsidy, perhaps as an economic development project. It is noted that at some sites there
appears to be a mis-match between LPA aspirations and the requirements of business occupiers
which is explored further in the next section below.
8.6 As noted above, one exception where the office market is booming in East Sussex is managed
workspace. Whilst this can be developed as small workshops, the main focus of this market is in
business centres comprised of small office suites suitable for micro-businesses. Agents generally
don’t track this market, but direct discussions with a national managed-workspace operator
suggests that its focus for acquisition is now shifting to the refurbishment of older existing office
buildings, rather than developing expensive business centres to cut costs. Freehold acquisition is
necessary as the investment company backing the operators seeks to build its investment portfolio.
To make these buildings viable to run, scale is important with 15,000 ft² or so net lettable space
being the entry point into the market. Clearly, deliverability is hard to achieve because of
competing residential conversions under PDR.
Exemplars: business space
8.7 In East Sussex, the exemplar developments usually cited by most agents are the Chaucer Business
Park in Polegate (which has won two national awards for best commercial development), Swallow
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Business Park near Hailsham and the Eastside Business Park in Newhaven. The two latter sites
developed by Westcott Leach, with units finished to a shell specification and partitions that can
readily be moved to give flexibility – or for a company to let an entire block – were given as
examples of cost-effective development particularly suited to modern small business needs.
8.8 In the Gatwick Diamond area, a regionally based agent said that, in his opinion, William Way in
Burgess Hill, a small development of trade counters – was a model for this kind of development
whilst the 43,000 ft² Link 23 building at Handcross near Gatwick was regarded as an exemplar for
larger warehouse/industrial space. Both were developed by Tungsten Properties. Images are
shown below.

Image # 3. William Way, Burgess Hill, West Sussex

Images # 4. Exterior/interior Link 23 building at Handcross, West Sussex
LPA planning guidance
8.9 There is evidence that local authority aspirations for particular sites, through issuing formal planning
briefs, supplemental planning documents or other guidance to produce specific development
outcomes can, on occasion, be unrealistic and thus counterproductive: either through a mismatch
with business-user requirements, or being commercially undeliverable. Examples from the past
include the strategic aspiration to create an office-led high-quality business park at Eastside
Newhaven (which the market considered suitable for a speculative development of small business
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units) or a ‘science park’ at what is now the Ashdown Business Park (always considered most
suitable for distribution use). For example, LPAs quite understandably want the economic
development and marketing benefits of a science park, but first have to partner with a university if a
facility of this sort is to come forward. Such extremely well-intentioned but sometimes misplaced
aspirations can be a barrier to development through introducing delay in the planning process until
these aspirations are challenged and the planning requirement changed.
8.10 The potential for a similar mis-match is happening with the Bexhill Enterprise Park allocation. North
Bexhill is a very important site: according to not-for-profit developer Sea Change Sussex, the
combined Bexhill Enterprise Park allocations comprise a major element of the A21/A259 Hastings
Bexhill Growth Corridor and 25% of the total allocated employment land supply across East
Sussex’36.There is, however, a market view that business needs might have better been served at
Bexhill Enterprise Park (and indeed at SCS’s Sovereign Harbour Eastbourne site) by the development
of small, versatile and flexibly-sized business units on high-quality business parks instead of offices.
Speculative development of offices on this site by Sea Change Sussex is continuing, financed by
grant funding, a decision that seems to have been dictated by planning policy. Perhaps a casualty of
this approach, given the scarcity of employment land, has been the delivery of light industrial
employment space. A case study giving more detail is included as Appendix 5 below.
9. OTHER ISSUES

Repurposing surplus retail premises
9.1 Some of the agents interviewed had given some thought to the way that town centres work and
point to the synergy between office space and residential, leisure/retail and further education
which together enrich and contribute to the balance and vibrancy of a successful town centre.
Their comments, prompted in part by a question that came from an EDO colleague about the
case for repurposing surplus retail buildings – potentially as offices – in the main town centres,
were particularly directed at the town centre in Eastbourne (although the principles are perhaps
more universal than Eastbourne) which has lost much office space through PDR and is also set to
lose some anchor retail operators. There is a parallel with cinemas: not a viable property use in
its own right, but currently highly sought-after as a loss-leader to draw people into a town centre
to increase dwell-time and drive footfall for the businesses there. For essentially the same
reasons, office workers have a role in benefitting weekday and night time businesses, and make
the whole town centre more sustainable.
9.2 There was support amongst the larger agencies for a bigger and multi-functional office product,
where compatible uses – such as leisure/residential/retail – are introduced into the mix to help
re-vitalise town centres. As noted, the repurposing of surplus retail was requested to be
considered in the scope of this study at the request of colleagues. Whilst in some towns like
Hastings very little town-centre retail space is empty (and is therefore not an issue for now), in
areas of high loss there may be some scope for reuse as community hub type buildings that
includes office space, an on-site café business /conference centre or community use although
viability may be questionable and it might have to be a public-sector funded intervention rather
than a commercial proposition. It is noted that a specialist venture, Quadrant Repurpose, has
been set up with funding of £50m to acquire and repurpose old department stores and transform

36

https://www.southeastlep.com/app/uploads/2019/01/Bexhill-Enterprise-Park-North-Business-Case.pdf
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these into residential, hotels, leisure and healthcare uses. 37 Some agents also pointed to
potential opportunity of re-designating out-of-town retail-warehousing to industrial use.
Aftercare interventions
9.3 The case for local authority aftercare interventions was made by one agent, with reference to his
experience with an important Brighton based engineering company that required expansion
space at its headquarters in the City. Eventually, after attempts at engaging with the City Council
had proved fruitless, he approached the economic development team who facilitated contact and
attitudes changed. This sort of access is, in his opinion, ‘gold dust’, and given the importance of
large employers to the local economy, he commented that the senior management team – or
elected Members - of LPAs should be aware of all the main companies in their areas, regularly
visit the senior management, have knowledge of their business plans and provide proactive
assistance when required.
Electric Vehicle charging points
9.4 There was a general view that it was too soon for EV charging points to be a requirement at work
places. One interviewee, who runs an EV, said that he believes that the electricity distribution
infrastructure is inadequate and the issues surrounding charging are widely misunderstood. Each
EV recharges at 7 kWh38 and he makes the point that a row of chargers would require a new onsite transformer for this use alone.
Local Authority investments
9.5 There is a view – raised by several interviewees – that LA investment into commercial property
has pushed up rents, increasing the cost base and therefore deterring occupiers from locating in
the County. One recent example given was Cliffe Industrial Estate Lewes, where rents were
increased from £8.50 ft² to £12.00 ft² when the estate was sold recently. It is not being argued
that a local authority investor put up the rents (as it was sold to Columbia Threadneedle
Investments), but that LA’s are adding to a crowded commercial investment market already
under pressure from investors seeking better returns than retail. The interviewees’ view is that
LAs overpay and, because of the lack of supply, the unintended consequences of this activity is
that rents are being generally pushed up in the area to unsustainable levels. It obviously only
affects new lessees but the new increases will eventually affect existing tenants through rent
reviews. At Meridian Peacehaven, rents have gone up from £6.50 ft² to £9.50 ft². A property in
Worthing has been bought by Hampshire County Council and rents have increased from £6.50 ft²
to £8.50 ft².

37

38

https://www.quadrantestates.com/quadrant-repurpose/

Charging points rated at 7 kWh AC are at the top end of home charging and the bottom end of work charging
(7-22 kWh). Public charging is generally rated at 50-150 kWh DC although 250 kWh systems are becoming
available for some brands.
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10. CONCLUSIONS AND RECOMMENDATIONS
10.1 The introduction to this study and subsequent market assessment has pointed to many supplyside issues, but that is not to say progress hasn’t been made in recent years. Whilst an absence
of activity by national commercial developers and investors remains an issue, several locally
based developers have identified niche market opportunities to speculatively bring forward new
high-quality premises to supply a steady underlying demand from SMEs that form the backbone
of the East Sussex economy. By so doing, they have raised rents and freed up the operation of
the property market making it viable to develop new product in some areas. The activities of Sea
Change Sussex in Hastings and Bexhill has also created product where the market has all too
often failed, albeit there were doubts as to whether its focus should have been on developing
office space when flexible business units were in the most demand. Public sector interventions
such as the Local Growth Fund have also facilitated the creation of commercial space in the A22
growth area and Newhaven.
10.2 Nevertheless, it seems clear that the current commercial infrastructure and future land supply is
not at a sufficient scale to fully exploit the market’s growth opportunities. In the interviews, the
property industry stated unequivocally that more employment allocations were urgently
required and also cast doubts as to the deliverability of some existing allocations given viability
and/or environmental constraints on build in some areas, and pressure on employment
allocations from competing use-classes.
Commentary on main finding

10.3 The key property issue that this market assessment report has illuminated through discussions
with agents and developers is the chronic shortages of industrial space across most of East
Sussex. This is not just in relation to the demand/supply balance for existing premises (which has
remained mis-matched, particularly in relation to supply of larger buildings), but also to land
supply for future industrial uses. Commercial property practitioners do not consider industrial
land supply is adequate to satisfy existing demand, much less when this is overlaid with growth
from the waves of housebuilding taking place in the County.39 These findings are concerning in
that there is evidence that industrial undersupply has persisted for at least the last two decades
or so in East Sussex.
10.4 There is also market evidence that specialist office uses are declining and only a very limited
supply of this product – albeit new Grade A premises – will be needed.
10.5 What is the rationale for this mismatch between supply/demand of the different land-use
categories witnessed by the market? Our suggestion is that the assumptions underlying
econometric modelling,40 where economic growth projections have been translated into
floorspace needs, may be responsible for significantly under-estimating the demand for
industrial/warehousing space. These assumptions were that the floorspace needed to
39

Wealden District, where much of the housebuilding is taking place, and is identified by agents as a strategic
centre for commercial sites and premises, will see the largest increase in the working age population (18-64, of
4.5% (3,900) between 2019-2023. State of the County 2019, Focus on East Sussex, ESCC.
40
e.g. Business Strategies Limited (BSL) regional model (used by Sussex Forecasting Model), East of England
Forecasting Model and models from Cambridge Econometrics, Oxford Economics etc
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accommodate domestic manufacturing would decline (through off-shoring and increases in
productivity) and office-based services would rise to take its place41.
10.6 We have the benefit of hindsight, but it seems unlikely that such modelling could have
anticipated the structural changes taking place in the property market which have shifted
patterns of demand for warehousing space sharply upwards (even against a macro-economic
background where growth has been flatlining for years and was to decline still further in the face
of EU Exit). In parallel to this trend, office demand has declined, despite earlier predictions of an
office-based economy. This decline may be partly due to technological efficiencies, but in large
measure it is because employers have revised downward their requirement for office floorspace
because demand for more flexibility in the workplace has resulted in remote-working now
facilitated by the availability of cheap high-speed broadband.
10.7 The long time-lag in bringing forward employment allocations through Local Plans is likely to
contribute in that it is a process that is not immediately responsive to market signals and so
business is living with decisions made some years ago.42
Looking forward

10.8 The ‘elephant in the room’, when drawing conclusions that may influence future policy is the
potential impact of the coronavirus crisis – unfolding at the time of writing – but of course
occurred well after property industry interviews for this report. The eminent economist John
Kenneth Galbraith’s dictum: ‘The only function of economic forecasting is to make astrology look
respectable’, is perhaps relevant when predicting what the outcomes will be for commercial
property after coronavirus has savaged the economy. For the record the reference scenario
forecast by the Office for Budget Responsibility (OBR) assumes that there will be a three-month
lockdown, followed by another three-month period during which restrictions are partially lifted.
Its modelling suggests a drop in annual GDP of around 13% in 2020 but there is a sharp
correction (provided restrictions are not reintroduced in a second wave of infection) with activity
returning to pre-outbreak levels in Q4 2020.
10.9 Discussions with agents that have taken place since then have pointed to some emerging trends,
as follows:
41

For example, we know that Sussex Enterprise/SEER Consulting in their Room to Grow report in 2002, using the
BSL Sussex Forecasting Model, predicted an expansion in demand to 2010 for office space, but demand for
industrial premises to decline (in terms of floor space) ‘due to modest growth and increases in productivity in
the manufacturing industry’.
42

Indeed, these assumptions may still be current as it is noted that GL Hearn worked with Oxford Economics
(OE) to produce the HEDNA for Hastings and Rother in 2019, initial results defied market evidence. In the
stakeholder presentation, OE forecasting data was translated into floorspace needs for Hastings until 2039 that
suggested that the town is considered oversupplied with industrial floorspace, whereas (as reported above in
discussions with agents) there were acute shortages at the time GL Hearn’s study was prepared.
GL Hearn also noted the economic forecasting from OE was a one-size-fits-all approach with terms of reference
defined by government and largely extrapolated from national data and did not necessarily reflect the
importance of manufacturing to this local area. Generally, stakeholder sentiment at the event was that
planning on this basis could lead to a self-fulfilling prophecy where the importance of manufacturing was
downgraded and the sector shrank as a result. There was general agreement from the stakeholders that the
LPAs should be planning for growth rather than losses as per the OE forecasts.
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10.9.1 The prediction is that the office use, already declining before coronavirus, will slump
sharply as the need to work from home for those who can do so is sustained over and
beyond the crisis period. This might result in the re-emergence of the live/work unit
where new housing is designed to incorporate this use. Most certainly, property
managers will take a long, hard look at their long-term fixed property overheads and
revise sharply downwards their requirements for office space. The existing trend of
very much smaller, but Grade A specification office suites for key workers seems likely
to be accentuated;
10.9.2 There are indications that disruption to international supply chains will engender more
in-house assembly/light manufacturing. East Sussex, with its low cost-base could
benefit from this trend;
10.9.3 There is evidence emerging that the need for continued social distancing if factories are
to get back to work as quickly as possible will impact on space requirements. One
agent said that there is already a move for lower-density factory space; in West Sussex
one client has already acquired a 100,000 ft² factory to meet the two-metre socialdistancing rules;
10.9.4 On-line commerce and distribution, which is flourishing in current conditions, will
become integrated into the routine of many more households and businesses. It is
therefore likely the on-line related restructuring will continue: distribution networks
will need to become even more complex, requiring more warehousing space;
10.9.5 In East Sussex it is known that landlords are making working assumptions regarding the
number of tenants that will fail. On a national level, a survey of rent collection levels
shows that just 57% (office) and 52% (industrial) of rent due on rent quarter day was
paid on the due date in March;43
10.9.6 The evidence is that, generally, businesses prefer new buildings and, as tenants are
thinned out in the aftermath of the crisis, the likelihood is that older buildings will be
harder hit by voids, with a downward pressure on rents as they become harder to let
than modern stock. Tenants will become more risk-adverse and will seek a much
shorter lease term (and break) than currently (typically 10-year term/5-year break).
Outline recommendations

Shortages of property/land-supply
10.10 A broad conclusion from the study, based on the market evidence from the property industry
gathered prior to the coronavirus pandemic, is that East Sussex LPAs should be actively
planning for employment growth by facilitating the availability of more industrial/warehousing
product. This is still relevant, not least because this is likely to aid recovery from the economic
damage from the coronavirus lockdown and, in the longer term, improve the competitiveness
of East Sussex as a business location. In the first instance, however, we suggest the following
draft recommendations are considered by all strategic partners:

43

Source: Property Week, 9th April 2020.
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10.10.1

A key follow-on to this report is for ESCC to draw together the issues raised in a
countywide business accommodation strategy with action plan. It seems sensible
that we first make a judgement on how much space is coming on the market as a
result of business failure from coronavirus in the transition period until the
economy regains its equilibrium. It is proposed that, from the earliest
opportunity, Locate East Sussex regularly compiles high-level information from a
panel of key commercial agents. Such monitoring would enable policy makers to
discern trends that will help them respond to the need for further employment
space and/or economic development interventions. Put simply, we need to know
whether the ‘world has changed’. If there are very high vacancy levels and this
condition persists then these conclusions need to be redrawn. One developer
suggests that the position on the extent of the damage won’t become clear until
July or August 2020;

10.10.2

We predict that, in the medium term after recovery, there will continue to be a
pressing need for more industrial allocations and propose that such sites are
allocated in strategic locations (as identified in the sections above) but also in
locations to serve local markets;

10.10.3

Where circumstances might reasonably permit, we propose that existing edge-oftown office allocations are instead used to develop high-quality small-scale
business units with the flexibility to be purposed for any SME use;

10.10.4

We recognise that what gets measured gets done, and propose that a similar
rigorous approach is adopted to the process of allocating and bringing forward
employment space at a local level as the NPPF has adopted nationally for
housebuilding. In principle, we would like to see a 5-year employment land supply
and also to measure completions, with outcomes scrutinised by a Developers East
Sussex (DES) sub-group with a specialist commercial property remit, potentially
including commercial agents and developers. It is noted that the existing main
DES grouping is mostly oriented towards housebuilding.

Poor condition of East Sussex property stock
10.11 As described in Para 5.1.1 above, data from Stiles Harold Williams provided in SEER Consulting’s
Room to Grow report pointed to a long running trend of under-investment in commercial
property across Sussex. Agents’ comments in this market assessment suggest that this is still a
significant issue in East Sussex nearly two decades later. It is proposed that this benchmark
study is rerun only in East Sussex (the original study was pan-Sussex in its scope) to investigate
the capacity and quality issues in East Sussex for the business use-classes and whether this
meets occupiers’ longer-term needs. Such an update would, among other things, provide data
and analysis for the condition of the existing commercial stock. The update would differ in
scope from the previous report in that it would highlight the implications of an older business
class stock in (a) its commercial fitness for purpose, (b) its ability to meet regulatory standards
for employees, and in (c) issues relating to building efficiency.
10.12 The evidence base in this report could be extended to include interviews with a small number
of occupiers in both high quality and older industrial properties. This would enable us to
capture more nuanced qualitative evidence from companies about the operational constraints
and financial issues related to the age, location and condition of the premises they are
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occupying than would be possible from an accommodation survey. The output from these case
studies would be a short summary report.
Best practice in protecting employment uses and bringing sites forward
10.13 The market assessment shows that the development viability of business units in East Sussex
continues to be fragile, particularly in the lower value areas in the east of the County. A large
differential between commercial and residential values has meant that where these uses are
rivals for scarce land resources (as is often the case), employment allocations/development
sites are vulnerable to (primarily) higher-value residential uses. There are instances where the
planning system can use this to advantage and a trade-off is possible: i.e. where development
of non-viable employment space has been cross-subsidised by residential (although some
developers will argue that these margins are eroded by affordable housing requirements).
There would also be considerable value in identifying examples of good practice elsewhere and
engaging with other administrative areas where LPAs have been successful in retaining
employment allocations and ensuring that development is brought forward on these sites.
10.14 The study shows that the existing use value of some older industrial estates, particularly in
lower value area like Hastings, may be such as to preclude re-development. Where existing
older business parks are owned by East Sussex LPAs, they might have a role in re-energising the
market by intensifying the existing sites in their ownership. Intensification could potentially
involve increasing the quantity of space as well as improving the design of older stock to better
meet modern business needs, as agents point to the benefits of new properties to companies.
These estates could be redeveloped by councils (perhaps funded by grant or loan finance) or by
selling to existing leaseholders wishing to redevelop or modernise for operational reasons
(although this would only become economic if businesses were sold an unencumbered
freehold).
10.15 There is evidence provided above that some major development sites have not been
deliverable, have been delayed, or diluted by other uses. There are also instances where
landowners do not have sufficient experience to maximise deliverability even if they intend
their site to be for employment use. We have proposed above that LPAs make strategic
allocations but in practical terms guidance might be required as what expectations should be
from a site. To get the best mix of guidance and support we suggest that viability evaluations
are undertaken along the lines as those commissioned by East Sussex Economic Partnership
and conducted by Donaldsons LLP on most of the key sites in East Sussex in 2006-2008.
Further information on the Key Sites Evaluations is attached as Appendix 6. These studies
would not be a formal valuation exercise in accordance with RICS Standards but rather an
evaluation of various indicative development scenarios to establish the extent of commercial
uses that are viable. This would also assist master planning of development allocations based
on the most viable development mix.
10.16 The study showed that development in East Sussex remains a niche activity involving a small
number of local players. A dearth of product (available sites) without the reputational benefits
of an established investment culture, contributes to the County being ‘off the radar’ of the
mainstream commercial property industry. It therefore generally does not get the economic
development benefits that would flow from the involvement of national developers if it were
part of the mainstream. To help build the relationships that may engender such a culture we
have already engaged in these interviews with a leading national trading developer and think it
is desirable to work with other national companies. We would strongly recommend that
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Locate East Sussex follows up that contact looking at specific site opportunities and also to
engage with other national developers.
10.17 The political complexion of local authority administrations in East Sussex underwent a
significant change in the last local elections, leaving some planning committees short of
members experienced in complex development issues. In the late 2000s, Locate East Sussex
ran a successful programme training Councillors called ‘Understanding Developers’, which also
contributed to planning colleagues’ professional development. It is proposed that a similar
programme be implemented across the County;
10.18 The study showed the strategic importance some key companies have in creating jobs and
wealth in the County and that some agents regard access to LPA decision makers as ‘gold dust’
when planning relocation or expansion projects for their clients. Therefore, a structured
programme of contact-building with, say, the top 25-50 East Sussex companies would enable
the County to catch-up with West Sussex in this regard.
Systems
10.19 A supply-side role is now included within the tender for the next iteration of the Locate East
Sussex service. It is recommended that its CRM is updated with new database queries that
facilitates extraction of key data about property enquiries.
10.20 With growing availability of property information on-line, there is now the opportunity to add
new ‘layers’ of geospatial data to graphical information systems (GIS) to aid site-finding, among
other things. At a PropTech industry44 event in 2019, a government minister announced plans
with the ambition of ‘bringing about a digital revolution in the property sector’. It is noted that
regional agent/consultant Vail Williams already uses Land Insight software45 that accesses Land
Registry records to show site boundaries and ownership records, together with the planning
status of landholdings, shown as a GIS overlay over Google Maps. A real-time demonstration
given to us shows this is to be a very powerful tool which Locate East Sussex or LA bodies could
use to inform and facilitate both employment land site-finding and site-search for occupiers
looking to expand or invest.

Michael Cogswell
Locate East Sussex
May 2020
©Locate East Sussex, 2020. This report can be quoted subject to the source being acknowledged as:
East Sussex Land & Premises Supply Study, 2020.

44

Roundtable discussion hosted by Housing Minister Esther McVey (21st October 2019) who announced plans to
support this sector by opening up data about CPOs and create a national index of all brownfield data.
45
https://www.landinsight.io
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Appendix 1
Schedule of consultees

The following organisations were consulted in the preparation of the report:
Councils
Economic Investments, Communities, Economy and Transport, ESCC
Economic Development and Inward Investment – Hastings Borough Council
Estates – Hastings Borough Council
Planning Policy – Hastings Borough Council
Planning Policy – Lewes District & Eastbourne Borough Councils
Regeneration – Lewes District & Eastbourne Borough Councils
Property Investment & Regeneration – Rother District Council
Planning Policy – Rother District Council
Community & Regeneration (Economic Development) – Wealden District Council
Community & Regeneration (Planning Policy) – Wealden District Council
Locate East Sussex
Business Managers
Interviews with commercial property agents and developers
Carter Jonas LLP, business space team (2 interviewees)
Dyer & Hobbis Ltd
Hunt Commercial
Lawson Commercial
Oldfield Smith & Co (2 interviewees)
Sea Change Sussex
SHW (Crawley)
SHW (Brighton)
Tungsten Properties Ltd
Vail Williams LLP (Crawley)
Westcott Leach Ltd (2 interviewees)
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Appendix 2

LOCATE EAST SUSSEX – EXTERNAL AGENT QUESTIONNAIRE
NB This East Sussex Property Study only covers the business use classes, i.e. B1(a), (b), (c), /B2 /B8
1. Market geography. What, in your opinion, are the geographic market areas in East Sussex
and what towns and rural hinterlands are included?
2. Can you give me a word picture characterising the market dynamics of East Sussex? What
kind of firms: local firms expanding or international inward investors, and which sectors
dominate?
3. Similarly, can you characterise the property stock: i.e. old worn out/new, large/small,
office/industrial.
4. What are the main location drivers in East Sussex?
5. What factors deter occupiers from locating in East Sussex: labour availability, strategic
infrastructure, sectoral mix, commercial land or business unit availability?
DEMAND
6. Can you characterise property demand trends over the last few years in the following
categories: industrial/office/warehousing?
7. Freehold or leasehold?
8. Has there, in your experience, been or is there still (given the latest uncertainty) a Brexit
slowdown impacting on demand for premises?
9. Has there been sufficient vacant property (headroom) available in the B use class categories
over this period to (accommodate churn) i.e. meet the needs of those of your clients seeking
premises?
10. In which areas and which size/categories of property have been the spikes and shortfalls in
demand?
11. Is there evidence of latent demand in the market: i.e. that demand is probably not high
enough to generate a supply off-plan, but sufficient to fill it if it gets built speculatively?
FUTURE SUPPLY
12. What property product, in your opinion, does East Sussex businesses need?
Office/industrial/hybrid/managed workspace?
13. Please comment on how and why development comes forward in East Sussex. Is speculative
development the only way it will happen? Is future supply reliant on the (opportunist)
activity of a small number of speculative developers?
14. What factors deter national developers from bringing forward space in East Sussex?
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15. The focus of the NPPF and government intervention has been largely on delivering housing
which continues to have significant impact in East Sussex. Do you consider that sufficient
employment allocations have been made to (a) meet existing levels of demand and (b)
provide sustainable employment for both new residents and the existing population?
16. What is the balance of viability in East Sussex (all things being equal)?
17. Do you have concerns about the deliverability of existing allocations – if so, which ones and
why?
18. Are the rental levels and yields achieved sufficient to make development viable and bring
forward development? Or, does it require LPA to use the planning system to make it
happen?
19. What are the main barriers to development in East Sussex?
20. In your experience, has the General Permitted Development Order (GPDO) 2015 allowing
Permitted Development (PD) change of use from business to housing eaten adversely into the
office (and industrial) stock in your area to the detriment of the local economy leaving the
property sector short of space? Or has PD rights just affected those poor-quality buildings
that were surplus to requirements anyway: (these are – B1 (a) [office] and B1 (c) [Industrial]
to C3 [Dwelling Houses]);
21. In your opinion, what is the most important thing to be done to improve commercial property
supply?
FUTURE PROPERTY TRENDS
22. Importance of high-speed broadband provision?
23. Importance of mobile network coverage?
24. Importance of serviced offices or hot desking?
25. How does the changes to the way we work impact on property stock?
26. Repurposing surplus retail buildings in main town centres?
27. EV charging points?
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Appendix 3
East Sussex key sites

NB Table to be supplied after further consultation.
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Appendix 4
Case Study 2 – Eastside Business Park and Swallow Business Park: Cases for public intervention

Both sites had been allocated for employment use for almost 30 years – Swallow in 1989 and Eastside in 1988 – but in both cases
viability had been insufficient for sites to ‘come forward’ through market forces and they had remained undeveloped. The
opportunities to create employment space were when market conditions had improved and, significantly, appropriate public sector
interventions were in place to aid viability through ‘gap-funding’ through the Local Growth Fund (LGF). Although both required
public funding to close the viability gap, the cases made to SELEP (Swallow) and Coast to Capital LEP (Eastside) differed in that the
grant at Eastside was to directly build the first phase of development, whilst at Swallow it was to build enabling infrastructure.
Developer ambition was also an important factor, in that Wescott Leach was a commercial developer willing to take a long view on
returns on investment rather than trade the sites or attempt to change uses to residential or food retail.
Swallow, Hailsham – start on site 2016

The image above shows that Swallow was a greenfield site on the A22 with a development area to the north. To unlock the new
site, the developer needed to construct a new access roadway (as required by its planning permission) and internal service roads
to service the new business park. Improvement and diversions to utility services would also be required. To make the development
viable, the enabling infrastructure to service the commercial site was funded by a £1.4m LGF contribution. The developer
undertook to speculatively develop the first block (27,114 ft²) of 6 flexible business units with total floorspace in this phase totalling
111,341 ft² as match-funding for the grant contribution – creating up to 22 units of various sizes in the B1, B2 and B8 use
classes. When complete, the project will unlock capacity for over 240 gross jobs.
Eastside, Newhaven – start on site 2017

At Eastside, development at the site was delayed owning to turbulent market conditions and poor viability. The prospects improved
when Enterprise Zone designation was announced and, as the site would be the first to be developed within the EZ, and would
provide the capacity for 204 gross on-site jobs, a strong case to win LGF grant funding could be made. The site wouldn’t have
been viable to build without the grant because of high building costs (poor ground conditions required piling) and rents were
historically low in Newhaven. Under the terms of the LGF investment of £1.6m, the developer was able to bridge the viability gap to
unlock the site, and establish a sustainable business location from essentially greenfield land. By using the grant to speculatively
build out the first phase of two blocks (12,820 ft² each) development could proceed, and the developer was able to ‘prove’ that the
location was well received by business. He also undertook to build out the second phase commercially funded on a speculative
basis with 15 months after practical completion of Phase 1. The final phase would be brought forward through market forces as,
once the site was occupied and established, development would be self-sustaining – with the final site (5 blocks) being in excess of
83,000 ft².
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Appendix 5
Case Study 3 – Bexhill Enterprise Park

South site
The decision to bring forward offices rather than business units at Bexhill Enterprise Park South appears to have its genesis in
the planning system rather than be market led (although BrayFoxSmith did prepare a market review to support the outline
planning application for the site). The Rother District Local Plan (2006) states that business development for Policy BX2 (the
site designation for Bexhill Enterprise Park South, where the Glovers House/High Weald House developments were subsequently
built) should be ‘high quality, with high specification, prestige buildings in prominent and “landmark’ locations’ (vii). The
subsequent North East Bexhill Supplementary Planning Document – June 2009 sets out a vision for the whole allocation. It also
includes development principles for the site and provides design guidance: ‘this position and north sloping ground means the
area is most suited to office uses and clean manufacturing uses, such as technology including “eco-industries”’. (6.74) and
states: ‘a significant proportion of this area is expected to be for office purposes’ (6.75). Glovers House, an office originally
intended to be let on flexible tenancies, was let on completion in its entirety to Park Holidays UK Ltd and the investment sold to
Rother DC. High Weald House now under construction at Bexhill Enterprise Park South is a 25,674 ft² multi-occupier office
building, which is understood to be quoting at £17.50 ft² + service charge. This rental is at the top end of local market rates.
Sea Change Sussex’s website is currently marketing plots at Bexhill Enterprise Park South for further office development on this
12.4 ha site. In April 2019, the website announced the sale of a four-acre plot (Plot 2) to hospitality company Marston’s PLC for
a ‘restaurant/pub and ‘lodge hotel’.

North Site
It is clear that Sea Change Sussex is aware of the shortages in light industrial space in the sub-region and the importance of
speculatively developing the sort of business units described above. Bexhill Enterprise Park North (allocated through Policy BX3
of the Rother District Local Plan 2006), is a 14.2 ha site with extent outline consent for 33,500 m² of B1/B2 space, and this
allocation was opened up with the development of Haven Brook Avenue.
This site has attracted £1.940m LGF grant funding for servicing infrastructure (site road construction and provision of utilities and
services) to unlock the site and ‘deliver the first light industrial units essential to address the local jobs deficit in Sidley, the
community in which the project is located’. Westcott Leach, a locally based commercial developer – with a track record of building
business units at competitive rates that match the needs of business – was chosen as the private sector development partner,
with Sea Change Sussex delivering the enabling works.
Westcott Leach submitted a reserved matters application for 8,328 m² floorspace in 24 units on the first plot on a 2.4 ha
(developable) plot but this was refused on the basis of inappropriate layout/design as well as ecological reasons. Rother DC said
(RR/2018/2790/P): ‘The economic benefits of the scheme do not outweigh the landscape, ecological and design concerns and
the proposal conflicts with adopted planning policy…’ It appears that RDC wanted an exemplary innovative new type of ‘ecobusiness park’ based on sustainable design principles of respecting and responding positively to existing landscape and wildlife
features, habitat and ecology systems.
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Appendix 6

Key Sites Evaluation Study – Donaldsons LLP, 2006-2008

This study evaluated ‘opportunity sites’ which were considered to be at risk from residential
development or had been slow in coming forward for employment use. The sites are listed below:
§
§
§
§
§
§
§
§
§
§
§
§
§
§
§

Grampian County Foods, Uckfield
Hackhurst Lane Industrial Estate, Golden Cross
Grampian Country Foods, Robertsbridge
Land to the Rear of Culverwells, Robertsbridge
Rutherfords Business Park, Marley Lane, Battle
Swiftlite Charcoal, Marley Lane, Battle
DB Earthmoving, Marley Lane, Battle
The Phoenix Quarter, Lewes
St Anthony’s, Eastbourne
Eastside, Newhaven (detailed survey)
Sovereign Harbour, Eastbourne (detailed survey)
Ashdown Business Park - Maresfield
Camber Central car park
Polegate: Land North of Dittons Farm and Pelham Homes
Dental Practice Board campus, Eastbourne

Note that in 2007 Donaldsons LLP was absorbed into DTZ (now Cushman & Wakefield, Inc.)
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