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Introduction

DTZ Pieda Consulting were commissioned in September 2004 with financial support
from the Small Business Service (SBS) Grant Scheme by Kingston Innovation Centre
(Properties) Ltd (KIC) on behalf of a number of organizations in the Kingston/South
London area, including the Royal Borough of Kingston upon Thames (the Council),
Kingston University, South London Business (SLB) and Kingston Chamber of
Commerce (KCC).

KIC is a not-for-profit company limited by guarantee that runs a successful business
incubator in Kingston (one of the small number in the UK which has been awarded
UKBI Best Practice Certification). KIC identified a need for a physical centre to help
entrepreneurs in the creative industry sector start and develop their businesses.
First-hand experience showed that conventional model incubators have developed a
range of services to support entrepreneurs with projects based on science,
technology and IT rather than the creative industries and that this sector needs a
specialist range of services, facilities and support as well as generic business
startup/incubation support.

A number of local organisations were contacted and a brainstorming meeting was
held on 31 March 2004 and reached a consensus of agreement that there was a real
demand and need for such a centre and that a feasibility study should be undertaken
to:

Assess the feasibility of developing an incubation facility specialising in the

creative industries in the South London area within the economic development
context and existing provisions in the district

DEFINITION OF THE CREATIVE INDUSTRIES

The Department for Culture Media & Sport (DCMS) originally defined the creative
industries in the Creative Industries Mapping Document 1998 as:

“those industries which have their origin in individual creativity, skill and talent
and which have a potential for wealth and job creation through the generation
and exploitation of intellectual property”

On this basis, DCMS and its partners identified an initial list of 13 creative industries
using codes from the ONS’ Standard Industrial Classification (SIC):

Advertising
Antiques
Architecture
Crafts
Design
Fashion

Film
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Leisure Software
Music
Performing Arts
Publishing
Software

TV & Radio

As part of the research for Creativity: London’s Core in 2002, GLA Economics
reduced these 13 sub-sectors to 11 to render them compatible with ONS output data:

Music and the Performing Arts were grouped together

The software sub-sectors were combined into one Interactive Leisure Software
sub-sector

The SIC codes and industry proportions used in the GLA definition of the creative
industries are provided in Appendix A. This GLA definition is used rather than the
DCMS definition in order to provide consistency with wider regional policy and
research documents.
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Economic Development Context

The development of Kingston Centre for Creative Industries (KCCI) needs to be
consistent within the wider economic development context and local, regional and
national policy frameworks. The first section identifies and reviews the policy
frameworks within which the creative industries in Kingston-upon-Thames operate,
analyses their significance to the development of KCCI and explores implications for
funding. The second section provides a broad overview of the Kingston economy,
particularly and the characteristics of the creative industries.

PoLicy CONTEXT

National Creative Industries Policy Context

In 1998, DCMS published its first ever Creative Industries Mapping Document. The
need then was to raise awareness of the industries, the contribution they made to the
economy, and the issues they faced. Today, the importance of these industries to the
knowledge economy is widely recognised, and their special needs are reflected far
more in policy development at national, regional and subregional levels. The Creative
Industries Mapping Document 2001 asserts that:

“... the most successful economies and societies in the 21%' century will be
creative ones.”

At central government level, responsibility for the development of the creative
industries is ostensibly held by the DCMS but in reality is shared with the Department
of Trade & Industry (DTI). The DTI provide the policy lead on the digital content, print
and software components of the creative industries, with DCMS leading on the other
sectors, such as film, television and fashion as well as the wider cultural industries,
sport and tourism.

Regional Creative Industries Policy Context

London is Europe’s largest metropolis and is the most culturally diverse city in the
world, with more than 300 languages spoken. The city is one of the world’'s leading
creative and cultural centres. The creative industries in London are relatively strongly
clustered, with Westminster the largest and fastest growing cluster.

London is a major centre for the cultural & creative industries, hosting around 31 % of
the UK'’s cultural & creative workers and being home to around four-fifths of the
country’s production companies, 70 % of the UK’s recording studios, 265 book
publishers, including many world famous publishing houses, and a number of the
world’s leading designers and architects. London is home to one third of England’s
artists, including:

29 % of visual artists

30 % of photographers

40 % of musicians

41 % of writers
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50 % of actors
80 % of dancers

London has 167 galleries and museums, 205 theatres and music halls and 273
cinema screens, including many of the country’'s main museums and galleries,
cultural organisations and heritage sites. Tourism is one of the city’s principal service
industries, with London attracting more than half of all overseas visitors to the UK.
Every year in London there are 83 million visits to cultural events, including 23 million
to museums and galleries and 20 million to theatres and concerts (London theatre
audiences are 50 % bigger than New York’s Broadway).

Moreover, the cultural & creative industries themselves are a major driver of London
economy. Approximately one in every five new jobs in London is created in the
creative industries (excluding the wider cultural industries). Creative industries add
more to London’s output every year than all the production industries combined, and
at £21 billion per annum is second only to business services. The domestic and
overseas visitor industry is estimated to account for 10 % of London’s GDP, and to
generate 30 % of all London’s theatre ticket sales.

Given this importance, the Greater London Authority (GLA) has recently
commissioned a number of inquiries and reports into the capital’s creative industries
in order to frame appropriate interventions.

Creative London strategy

In January 2003, the Mayor of London launched the Commission on the Creative
Industries. The Commission published its Creative London strategy in April 2004.
The Commission found that the creative industries in London were under-supported,
especially in terms of information regarding access to funding and premises. What
support that was available was often complex and unsuited to the small and dynamic
nature of many creative enterprises.

Central to the Commission’s recommendations were the call for the establishment of
8-10 ‘creative hubs’ throughout London. These hubs should “recognise and support
existing good practice, open up and enrich access opportunities, act close to the
market and support grassroots development.” In doing so, they would provide space
for work, participation and consumption. The commission also recommended the
setting up of a property advisory service to ensure that creative enterprises in the
capital are able to find suitable premises, such as incubation facilities.

The commission’s enthusiasm regarding the future of the creative industries in
London is due to a number of research reports that forecast sector growth at a rate
considerably above the national average for the coming years. It is commonly felt
that growth of 4.5 % a year is sustainable, providing a further rationale for an
increased focus on the sector's needs.! The creative industries as a whole are
forecast to exhibit employment growth, with computer software, film & video, music,
interactive leisure software, design and designer fashion all expected to exceed 4 %
per annum, whilst TV & radio, performing arts, publishing, advertising and
architecture are expected to grow more slowly.?

! LDA, Market Development Potential of the Creative Industries and GLA Economics, London’s
Creative Sector: 2004 Update
2 Robert Huggins Associates, Market Development Potential of the Creative Industries in London.
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London Economic Development Strategy & FRESA

Above the sector-specific strategy of Creative London, London’s Regional Economic
Strategy (RES) and Framework for Regional Employment Skills & Employment
Action (FRESA), both contain objectives that are of relevance to the proposed
incubation facility.

London’s RES, Sustaining Success, aims to increase participation in the knowledge
and innovation economy, an area that incorporates the creative industries. This
broad aim is to be achieved through a number of specific objectives including;

Strategic Action 9a: Create and sustain innovation networks

Strategic Action 9b: Stimulate provision of incubator space through collaboration
with universities

Strategic Action 12a: Support successful clusters such as the creative industries

Within these objectives, there is also recognition of the need to support small
businesses as drivers of future economic growth.

The creative industries are directly mentioned within London’s FRESA 2004. The
sector is identified as one that is crucial to maintaining London’s economic
competitiveness. It is planned that a sector-specific skills plan will be drawn up for the
creative industries, to help ensure that London’s labour force can benefit from the
expansion of the sector over the coming years.

London Cultural Capital Strategy

London’s Cultural Capital Strategy takes in a wider range of cultural & creative
activities than are covered under the ‘Creative London’ strategy. However, central to
the strategy is the common aim that all cultural & creative enterprises should have
access to high-quality infrastructure in order to grow.

The strategy prioritises the development of cross-sectoral support for all creative
industries, including business development and business premises advice. The
strategy also mentions the need to spread London’s cultural offer more evenly
throughout the whole city, which are currently concentrated in Central London.
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Local Creative Industries Policy Context

Kingston-upon-Thames K+20 Town Centre Strategy

In June 2003, the strategy outlining the development of Kingston town centre over
the next twenty years was launched. The document notes the recent success of
Kingston’s town centre economy, but accepts several key issues need to be
addressed if the town centre is to remain prosperous. These include:

Development of a buoyant economy with a wider range of jobs and opportunities
for residents

Identifying opportunities for the redevelopment and improvement of the physical
environment

The need to improve transport and access routes into the town centre
The need for high-quality urban design within the town centre

A Town Centre Master Planning exercise, which will look to address many of the
issues set out in the K+20 strategy, is currently being undertaken by Hammerson.

The strategy notes that, at present, high land values restrict the amount of business
space available within the town centre and lead to developers favouring residential
developments. The document accepts that new/improved business premises, and
especially mixed-use developments, need to be encouraged within the town.

The strategy also notes that the town already has a sizeable vacant business
premises stock and calls for more innovative ways of tapping into this resource.

In respect of Kingston University and Kingston College, the strategy calls for greater
integration between the learning institutions, businesses and the local community. By
promoting these links, it is felt that perceptions of the education sector’s contribution
to the local area will improve.

Kingston Community Plan

Alongside the physical redevelopment of Kingston-upon-Thames town centre,
Kingston Borough Council has also produced a Community Plan that considers the
environmental, crime, health & social, educational, transport, economic, and housing
priorities that need to be undertaken across the Borough in order to improve the
quality of life for all residents.

Under the “Diverse and Balanced Economy” chapter, the plan contains a number of
objectives that are of relevance to KCCI. The chapter calls for effective engagement
and support for SMEs, an objective that includes increasing the supply of affordable
business premises. In particular, the Community Plan calls for the support of
knowledge-intensive, creative and innovative businesses, in line with London’s RES.
This objective includes meeting the workplace needs of the creative industries and
“the identification of sites or premises suitable for high-tech incubator or managed
workspace”.
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Royal Borough of Kingston Cultural Strategy

The 2002-06 Cultural Strategy for Kingston envisages a future in which Kingston-
upon-Thames is renowned not just for its shopping offer but also for its cultural offer.
The document notes that Kingston has a strong base on which to build, with the
completion of a new theatre in 2005, easy access to the River Thames, a strong
heritage appeal, and a large number of HE and FE students studying cultural &
creative subjects.

One of the ways in which the cultural strategy feels that this base can be exploited is
through the creation of infrastructure for the sustainable development of a thriving
cultural & creative industries sector. This objective includes the aim of providing
business advice and premises to the cultural & creative industries.

Kingston-upon-Thames Business Improvement District

Kingston-upon-Thames has recently become the first town centre in the UK to
become a Business Improvement District (BID). The concept of a BID was introduced
in the Local Government Act 2003. Under the scheme, local ratepayers agree to a
1 % additional levy on business rates. The additional money this generates is then
spent on local improvement programmes agreed on by the ratepayers, with the
overall aim of encouraging more people to shop in the town centre.

Kingston’s desire to become a BID was supported by 66 % of local ratepayers, and
the BID came into operation on 1 January 2005. The BID area includes 900
ratepayers, and covers an area bounded by the railway line to the north, the River
Thames to the west and Kingston University to the south.

Kingston’s BID should raise £4 million of additional money over five years to be spent
on town centre improvements. This represents a doubling of the current spend, and
could attract one million extra visitors into the town centre. This money will be spent
on a range of initiatives agreed by a majority of ratepayers. These initiatives will
relate to topics such as providing a cleaner environment, safer streets, park-and-ride
facilities and small business support programmes.

Although not directly relevant to the creation of KCCI, the Kingston-upon-Thames
BID would obviously impact upon the development. Encouraging an additional million
people into Kingston town centre every year would provide KCCI tenants with a
larger audience for their products. The new visitors could also support business
formation within sectors that would use local creative industries in their supply chain.

Funding Support Mechanisms for the Creative Industries

Alongside the political will to support the creative industries, as contained in the
above strategies, there is also a developing support framework for creative
enterprises, especially within London.

London is eligible for Objective 2 and Objective 3 funding from European Structural
Funds (ESF). The capital also receives funds from the URBAN II Community
Initiative, which targets declining urban areas. However, Kingston-upon-Thames is
not eligible for Objective 2 funding and it is unlikely that the Borough would receive
Objective 3 or URBAN Il monies, as there are more deprived areas of the capital that
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take priority. Therefore, it must be assumed that KCCI would not receive European
Union funding.

At the European and national levels, there are funds such as the European
Investment Fund, the Prince’s Trust, and the various Arts Council England, Film
Council and Arts Council initiatives. These funds provide grants and loans to SMEs,
often to help them meet initial capital and marketing costs. However, many of these
funds require beneficiaries to meet strict criteria. For example, the Prince’s Trust is
primarily aimed at unemployed 18-30 year olds in deprived areas of the country.

The Crafts Council does give out Development Awards of up to £5,000, with the aim
to advance and encourage the creation of works of craftsmanship. However, this only
covers a subset of the creative industries of relevance to KCCI.

At the regional and local levels, there are funding and support mechanisms targeted
at the needs of the creative industries. Funds such as the Capital Fund, the Local
Investment Fund, and the London Rebuilding Society, provide investments and loans
to SMEs throughout the capital, although in several cases social and community
enterprise schemes are favoured.

There are examples of creative industries-specific business funding initiatives in East
and North London. In Tower Hamlets, for example, the Creative Industries
Development Agency (CIDA) offers grants of up to £3,000 to cover capital costs.
Other borough-specific programmes exist in Camden, Haringey and Islington,
although not all expressly target the creative industries. From the information
available, there are no examples of similar schemes in South London at present.

State Aid Issues

All incubation projects that are supported in some way by the public sector potentially
face State Aid issues, as public money will be giving an advantage to those private
sector businesses that benefit from the incubator. The benefits may be workspace
provided (for part of their tenancy) at a rent below current market value, or maybe, for
example, free business advice or training.

However, in most cases this will not cause a problem, since SMEs are each allowed,
under de minimis rules, to receive aid up to a value of €100,000 over 3 years. Note
however that this is the sum total of aid in all its forms (including that not directly
given a financial value), and that it varies from location to location. To be sure of not
being in breach of the rules, the value of all aids to each occupier need to be
calculated and then summed, so that if requested, credible evidence of the value of
aid provided can be provided to prove that de minimis limits are not being broken by
the incubator.
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The situation becomes more complex if public funds are given to a developer or a
private sector operator to put in place an incubator building or incubation operation.
Here, public funds are given to a commercial intermediary, and so they benefit
financially as well as the incubator tenants. Note that again benefits can be non-
financial: for example, if the risks to the developer of developing the incubator are
reduced by the public sector taking on some of the risk. In these circumstances,
there are a number of mechanisms through which a breach of State Aid regulations
could be avoided:

The most straightforward solution is to avoid subsidy to the private developer
altogether.

Where some form of intervention is required, any public sector involvement
should take place on a strictly commercial footing.

Similarly, the tender process used to select a private sector developer must be
free, fair and open.

Aid may also be permitted under a number of frameworks sanctioned by the
Commission, and levels of permitted aid may vary between Objective 1,
Objective 2 and other priority areas.

It is strongly advised that further detail is sought from the DTI website
(http://www.dti.gov.uk/ccp/stateaid/), where pragmatic advice is given in a
comparatively easy to understand form. If in doubt, further information should be
sought directly from the DTI's State Aid office or independent advice from a State Aid
expert.

Conclusions

There is a growing awareness at all policy levels of the importance of the creative
industries’ contribution to the national economy, in terms of both the job creation they
support and the value-added services they supply.

This recognition has not, as yet, been transformed into detailed national level
strategies to promote the creative industries, due in part to the need to continue
collecting information about a relatively newly understood sector. However, the
establishment of KCCI would clearly fit with the government’s desire to see continued
economic growth within knowledge-intensive, innovative and high value-added
sectors of the UK economy.

Within London, a more developed cultural & creative industries strategic framework is
already in place, due mainly to the global creative centre role of the capital. The
LDA’s RES and FRESA both call for support for growth sectors, in part through the
provision of business advice and incubator space to SMEs. The KCCI would meet
both these aims. In addition, as part of the FRESA, it is planned that a skills strategy
for the creative industries in London will be drawn up. This would complement the
physical infrastructure support being given to the sector by the incubator centre.

The capital’s cultural & creative strategies are also coherent with the aims of KCCI.
Both call for improved infrastructure support for the capital’s creative industries and
both propose that the best way of achieving this will be through the creation of a hub
system, with a concentration of cultural & creative activities at several locations
across the city. Croydon is one area that may be considered as an appropriate
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location for a creative industries hub in South London by local partners in conjunction
with the LDA. But KCCI also has the potential to develop into a hub, supporting
creative businesses, promoting learning and best practice and raising the public
profile of the sector.

There is evidence that funding and business support mechanisms are being
developed to back up this policy impetus. Many schemes offer small grants to SMEs
to help them cover the capital costs incurred at the start of the business life cycle.
However, this support remains more fragmented than the policy context due to the
varying criteria used by awarding bodies. In addition, much of this funding is focused
on providing cultural activities and/or community involvement and regeneration,
rather than helping creative businesses per se. From the information available, there
are no examples of similar schemes in South London at present.

Whilst the regional level provides the policy backing for the development of KCCI,
current developments within Kingston Borough provide major physical opportunities
for the development of KCCI. The town centre strategy calls for more innovative uses
of the town’s existing business premises stock, and the Community Plan specifically
mentions the need for hi-tech incubation space. Local policymakers are also keen to
ensure that the contribution the local education establishments make to the Borough
is more clearly promoted. The links between KCCI and Kingston University should
help meet this aim.

The recent announcement that Kingston-upon-Thames will be the UK’s first BID will
also have a favourable impact upon the development of KCCI. Improvements in the
town centre’s image will encourage more people to shop locally, which will give
KCCl-based businesses a wider market in which to sell their products.

In conclusion, therefore, the national, regional and local policy context is highly
favourable to the proposed development of KCCI.
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EcoNoMIC CONTEXT

The Kingston-upon-Thames Economy

Kingston-upon-Thames is a Royal London Borough situated in South London, as
shown in Figure 1.2 Kingston town centre is the premier shopping centre in South
London. The Borough has fast rail links into Central London and is 30 minutes from
Heathrow Airport. Kingston University is also located within the Borough.*

According to the 2003 mid-year population estimates, the Borough has a population
of 150,400, which is more youthful than the national average (17 % of people aged
20-29 compared to 12.5% and 17 % of people over 60 compared to 21 %), partly
due to the presence of a large student body within the Borough.

According to the 2002 Annual Business Inquiry (ABI), the Borough has 7,089 firms,
who between them employ 67,423 employees. In terms of broad industrial groupings,
the number of firms and employees in banking, finance & insurance are well above
the national average, whilst manufacturing and construction and comparatively
underrepresented. Overall, the financial sector accounts for the largest percentage of
firms (39 %) within the Borough and the distribution, hotels & restaurants sector
accounts for the largest percentage of employees (31 %).

In addition to the 67,500 people who are in employment, the Borough also has 9,000
people who are in self-employment, giving a total employed labour force of
approximately 78,000. The self-employment rate within the Borough stands at 12 %,
slightly above the national average, suggesting strong potential for entrepreneurship.

Kingston-upon-Thames has a strong local labour market. As of August 2004,
economic activity rates within the Borough stood at nearly 81 % of the working-age
population, above the national average of 79 %. Unemployment within the Borough is
lower than the national average at just 1.8 %, whilst economic inactivity rates are less
than half national levels. Forty-five percent of the workforce is educated to degree
level (NVQ4+) whilst less than a fifth of the working-age population hold no
qualifications in comparison to nearly 30 % nationally.

% The subregion of South London is formally defined as the Boroughs of Richmond-upon-Thames,
Kingston-upon-Thames, Merton, Sutton, Croydon and Bromley.
* www.southlondonbusiness.co.uk
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Figure 1: Kingston-upon-Thames in Context
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Travel to Work Area

Kingston is not simply a dormitory commuter town but has both in-commuters and
out-commuters. The most common out-commuting destination for workers who live in
the Borough is Inner London. Approximately a quarter of the Borough's residents
work in Inner London and 90 % of this group travel to work by train. The 10 train
stations within the Borough help to facilitate this travel-to-work pattern.

A further quarter of the Borough’s workforce out-commutes to other Outer London
Boroughs or Surrey. The mode of travel of this group is more varied; with car travel
the most important mode but rail and bus transport also contributing. The remaining
50 % of the Borough’'s workforce work locally. Again, this group travels to work
predominantly by car, with the bus, cycling and walking being favoured by smaller
percentages.

In terms of in-commuting, Kingston-upon-Thames primarily attracts workers who live
in Outer London or Surrey. Only a very small percentage of the Borough's workforce
lives in Inner London. The car is the primary mode of travel for this group.

These patterns of inward and outward commuting suggest that Kingston-upon-
Thames'’s travel to work area has two aspects to it. The first aspect relies on the train
connections to Inner London; the second aspect is focused on the road links to
neighbouring London boroughs and Surrey to the south.

Business Startup Rates

The rate of business startups within an area is of key importance when assessing the
feasibility of an incubator centre aimed at new business ventures. In 2002, the
Kingston-upon-Thames economy recorded 37 new business VAT registrations per
10,000 people of working age, above the national average of 30 but well below the
Greater London average of 45. Applying this figure of 37 to the total Kingston-upon-
Thames working age population (109,058) gives a total of 403 new VAT registrations
for the Borough per annum.

However, VAT registration data does not necessarily include all new business
formation within an economy. To be VAT registered a company must transact more
than £58,000 of business per year, meaning that some very small companies may be
excluded from the figures. This is likely to be a particular issue in the creative
industries, where micro businesses are predominant and freelancing is common.

DTZ Pieda Consulting have developed a benchmark level for business startups
based on a survey of 1,003 people of working age in Tees Valley. The survey
indicated that ten of these individuals had started a business in the last year, i.e. 1 %.
As the sample was quota controlled and statistically significant, this number provides
a sound, general indicator. Applying this measure to Kingston would suggest 1,091
new business startups per year.

Barclays Bank conducts another regular survey of small business startups, looking at
the number of business accounts opened. Their figures for the first half of 2004 show
that there were 101 new business starts per 10,000 people of working age in
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Kingston-upon-Thames. This is above the national average of 90.° If the Kingston
rate were assumed to be constant throughout 2004 and is applied to the total
population of working age, then 1,100 new business starts would be expected within
the local economy in 2004.

There are variations in the number of new business starts predicted by each of these
measures. However, it seems reasonable to assume that the figure of 403 new VAT
registrations is a significant underestimate of the number of new business starts
within the Kingston economy. The real figure seems likely to be closer to 1,000 new
starts per annum.

THE CREATIVE INDUSTRIES IN KINGSTON-UPON-THAMES

Since 1998, DCMS has been refining the way it collects data on the creative
industries in order to provide a better statistical base on which national, regional and
local policies can be constructed. The department are currently in the process of
producing a new Evidence Toolkit methodology to replace its original economic
estimates methodology. The methodology will provide the statistical basis for the
production of future sector strategies across all parts of the UK. However, in order to
ensure consistency with other regional data, the GLA Economics’ definition of the
creative industries definition described above (and see Appendix A) is used here.

In addition, this section also includes some of the findings from the LDA’s review of
London’s clusters.® The LDA utilised the broader DCMS definition of the creative
industries in this report giving slightly different results to those given here.

It should be noted that none of these definitions is without its flaws due to the
difficulty of defining exactly what the creative industries are and the limits of official
data sources. Instead, the findings of this section should be considered indicative of
the general state of the creative industries in Kingston.

London’s Creative Industries

The creative industries are the second largest of all clusters within London’s
economy and a quarter of all creative firms within the UK are based in the capital.
The LDA’s own research has estimated that the creative industries support nearly
500,000 jobs within the capital and contribute £15bn to the regional economy.’

In terms of geographic spread, GLA Economics found that people employed in
creative occupations were concentrated in the Central and Western London
Boroughs of Southwark, Lambeth, Westminster, Camden, Islington, Haringey,
Wandsworth and Richmond, as shown in Figure 2. This survey found Kingston-upon-
Thames to be in the second rank of London boroughs, along with boroughs such as
Croydon and Merton. The LDA’s research backs up these findings.

The creative industries are particularly important to London’s economy since activity
within the sector tends to be more highly skilled, more productive and have wider
economic impacts than activity in other clusters.® This means that the creative

® Barclays Bank, Barclays Small Business Survey, 1° Half 2004

® LDA, Understanding London’s Sectors (Nov 2003), which includes six manufacturing-related SIC
codes we have excluded from our definition.

" Ibid., p. 34

8 Ibid. p. 35
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industries play a disproportionate role in helping London attract and retain highly
skilled people and that the income the creative industries generate leads to job
creation within other clusters.

From the latest statistics that are available, total employment levels in London’s
creative industries have declined since 2001, reflecting the deterioration in the
general economic climate, which has impacted particularly negatively upon tourism-
related sectors and those sectors reliant upon spending elsewhere in the economy,
such as advertising. However, forecasts for the creative industries suggest
employment growth of 4 % between 2000 and 2005, which though slower than 1995—
2000 will still outstrip many other clusters.

Figure 2: Creative Occupational employment within London, 2001/2 average

Craative Jccupations

B 13.600 to 21,600 (8)
W 10.300 to 13.600 (8)
O 7.500 to 10,300 (7)

Source: GLA Economics, 2004

Kingston Creative Industries

According to the GLA definition of the creative industries, in 2002 Kingston had 1,431
creative industries firms employing 5,933 people. This represents 2.1 % of all
creative firms and 1.5 % of all creative industries employees in London. Within South
London, there were 13,328 creative firms employing 50,283 people. This means that
Kingston-upon-Thames accounts for 11 % of creative firms in South London and
12 % of Cl employees, both figures being slightly below the seventh of the total that
would be expect from the overall size of the Borough’s economy.

Dividing the number of creative firms by the number of creative industries employees
gives an indication of average firm size. Within Kingston, the average creative firm
employs only 4.1 employees, below the national and London averages of 5.4 and 5.7
respectively, but above the South London average of 3.8. The LDA’s research
confirms that the creative industries are dominated by SMEs, with only London’s
tourism & leisure industries having a greater proportion of employment in SMESs.
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The Growth of the Creative Industries

2.72 Between 1998 and 2002, the creative industries within Kingston have contracted in
size. The number of firms has declined by 6 % whilst the number of employees has
fallen by a quarter. Over the same period, the creative industries performed robustly
both nationally and regionally, recording significant increases in employment.

Figure 3: Indexed Change in Creative Enterprises, 1998-2002
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110%

100%

— Great Britain
——London
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~———South London

90%

Employment, 1998

80%

70%
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Source: ABI, 1998-2002

Figure 4: Indexed Change in Creative Employees, 1998-2002
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Source: ABI, 1998-2002

2.73 Figures 3 and 4 show that the creative industries within Kingston peaked in terms of
employer and employee numbers in 1999. Since then the cluster has contracted in
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size, though since 2001 the creative industries regionally and nationally have also
been shedding employees as a result of the more testing economic climate (albeit in
the context of continued growth in the number of firms).

The contraction in employer and employee numbers has not been consistent across
Kingston’s creative industries, and several sub-sectors have recorded double-digit
growth over the last five years.® Motion picture & video production and the two
publishing sectors all recorded employment growth in excess of 50 % (albeit from
very small bases) whilst radio & television, photographic activities and advertising all
experienced strong growth in employer numbers. In contrast, sub-sectors such as
software consultancy & supply and architecture & engineering services have
struggled, losing both employers and jobs. Though in both these sectors there is a
considerable amount of ‘non-creative’ business activity.

The contraction of the software consultancy & supply sector locally is surprising given
that this sub-sector has seen strong growth in employer and employee numbers both
regionally and nationally. Analysing firm size data reveals that three-quarters of the
local job losses in this sector resulted from the closure of one large company. Within
smaller firms, employment levels remained broadly similar between 1998 and 2002.

The growth of the two publishing sectors and motion picture & video production
reflects London’s strong growth in these activities since 1998.

Location Quotient Analysis

Location quotient (LQ) analysis allows the relative importance of sectors to be
assessed by benchmarking the size of the sector locally against the national
average. LQs significantly above one reveal that the sector is a specialism of the
local area whilst LQs significantly below one suggest that the sector is
underrepresented locally.

LQ analysis reveals that Kingston exhibits employment specialisms in book and
sound recording publishing. It is also retains a specialisation in software consultancy
& supply employees despite the recent contraction in the size of this sub-sector. In
contrast to these relative strengths, Kingston-upon-Thames is underrepresented in
employment terms within radio & television activities (0.12), reproduction of sound
recording (0.46) and library & archive activities (0.73).

Eight of the top ten employment LQ sectors also appear in the top 10 employer LQs,
as shown in Table 1, with software consultancy & supply and artistic & literary
creation enterprises remaining relatively concentrated within Kingston despite recent
reductions in company numbers.

However, comparing Kingston's LQ scores with those for London as a whole, it is
only software consultancy & supply in which the Borough has higher LQs for both
sector employment and employers. In over two-thirds of creative sub-sectors, London
as a whole has a higher LQ score than Kingston for both employment and
employers.

When compared to South London, Kingston is again more highly specialised in
software consultancy & supply. In publishing, advertising and news agency activities,

o Though these figures should be treated with caution due to the small sample size.
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the Borough’'s employment LQ is higher whilst in various clothing manufacture
sectors the Borough’s employer LQ is higher.

Table 1: Kingston-upon-Thames Top 10 LQ scores for the creative industries

Employment Employers

Sector LQ Sector LQ

Publishing of books 5.58 Software consultancy and 2.67
supply

Publishing of sound 2.62 Artistic and literary creation 2.18

recordings etc

Software consultancy and 2.42 Publishing of journals and 1.98

supply periodicals

Motion picture and video 1.78 Motion picture and video 1.95

production production

Advertising 1.72 Publishing of sound 1.89
recordings

Artistic and literary creation 1.59 Advertising 1.67

etc

Other publishing 1.58 Other publishing 1.61

Publishing of journals and 1.33 Reproduction of sound 1.58

periodicals recording

News agency activities 1.26 Radio and television activities 1.29

Architectural/engineering 1.11 Publishing of books 1.27

activities etc.

Source: ABI 2002

The Incubation Potential of the Creative Industries

2.82 The GLA Economics’ SIC definition of the creative industries encompasses a broad
range of activities, such as the operation of cultural facilities (e.g. 9232: Operation of
arts facilities), which are not necessarily creative businesses per se. Whilst a creative
industries incubator might include such operations onsite, these activities would not
be incubator tenants but rather supporting facilities operating alongside the
incubation units. As such, including such activities as part of the potential market for
incubation facing KCCI is misleading. Therefore, a more tightly focused definition of
the creative industries has been developed to give a more accurate picture of the
potential numbers of startup businesses for a creative industries incubator, as
detailed in Appendix B.

2.83 Using this narrower definition gives a total of 1,176 creative firms with 4,322
employees within Kingston in 2002. These figures represent 2.2 % of London’s
creative employers and 1.5 % of employees.

2.84 The largest sectors in Kingston under the narrower definition are software
consultancy & supply and architecture/engineering related services with publishing
and artistic & literary creation also being large employers.

2.85 Average firm size decreases under the narrower definition to 3.7 employees, again
below the national and regional averages of 5 and 5.6 respectively but above the
South London average of 3.5.
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Over the period 1998-2002, the narrower creative industries definition has still seen
a decline in Kingston in terms of both employment and employers, with the number of
employees falling by a quarter whilst the number of employers has fallen by an
eighth. In contrast, both the regional and national creative industries have seen
growth rates of 5-10 %. Locally, the decline began after 1999, accelerating after
2000. The regional and national creative industries have also seen declines since
2001.

CONCLUSIONS

Kingston has a strong economy and a highly skilled local labour force. Travel to work
patterns within the Borough suggests that KCClI's workforce is most likely to come
from Kingston itself, a neighbouring Outer London Borough or Surrey. This workforce
would most likely get to KCCI by car or bus, highlighting the likely need for car
parking provision at KCCI.

Although Kingston lacks the high levels of entrepreneurship evident elsewhere in
London, the economy as a whole is estimate to generate around 1,000 new business
starts per annum.

The creative industries in Kingston comprise 1,400 firms with 6,000 employees,
equivalent to a fifth of local firms & 8 % of local employment. Around four-fifths of
these creative firms are within sectors that may be suitable for incubation (i.e.
excluding activities such as retail, performing arts, museums, tourism, and so on). On
a proportional basis, this suggests that Kingston will generate approximately 160 new
businesses starts per year in creative sectors appropriate for incubation.

A normal working assumption is that approximately 4 % of all new business starts
justify incubation. Within a particular high growth, dynamic sector like the creative
industries, however, this rate is likely to be far higher. The working assumption that
up to a fifth of these will justify incubation has been adopted here, which gives
potential annual demand for KCCI of 32 new users. In addition, the incubation
system can also target established creative businesses with unrealised wealth
creation potential.

The local creative industries are relatively specialised in publishing, artistic & literary
creation, and motion picture & video production. Kingston is also strong in the larger
sub-sectors such as advertising and software consultancy.

Although the local creative industries have declined in size between 1998 and 2002,
this has primarily been due to consolidation within some of the larger sectors,
especially since 2001. Local specialist sectors such as publishing and motion picture
& video production have seen significant growth.

Economic forecasts suggest that nearly all London’s creative sectors will return to
growth over the coming period as the economic climate improves. The London
creative sectors forecast to enjoy strongest employment growth (above the UK
average) are software & computers, design and film & video.

Overall, the economic rationale for supporting KCCI is strong. The creative industries
are one of London’s global strengths, attracting highly skilled employees, with a high
multiplier effect upon other clusters in the economy. Establishing KCCI could help
exploit the unrealised growth potential of the creative industries within Kingston and
the wider South London economy.
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RATIONALE FOR DEVELOPING KCCI

Activity Observable Changes Metric Risks &
Assumptions

Im pact Employment creation within Changing mix of business Regional/local National economy
Kingston stock economic stable
Growth of the creative Increase in number of statistics Inflation modest
industries in Kingston/South innovative/growth Borough/South No major change to
London businesses London business regional/local fiscal
Renewal/diversification of Increased indigenous survey policy
town centre business creation & growth Borough Impact of incubator can
Supporting tourism Increasing demand for household/ be distinguished from
development & wider cultural small office/studio space in consumer survey impact of other
offer Kingston/South London Local authority business support
Reversal in trend towards Increasing standard of data initiatives (net impact)
dormitory status living in local area Continued growth of
Increased GVA & GDP in Local authority income creative industries &
Kingston/South London positive UK & LDA
Increased wealth in town policy support
Increased tax revenues

Outcomes Growth of the creative Number of creative Number of Sufficient grow-on
industries in Kingston/South businesses/activities based creative space available
London in Kingston industries/arts Incentives to move out
Cultural & creative Low failure rate by tenant venues in No major economic
activities/venues in town businesses Kingston/South downturn
centre Tenants graduate London Creativity/knowledge
Graduate retention & successfully Annual reports of continues to give
employment Graduates still in business incubator tenants competitive advantage
Well paid, sustainable jobs several years later Annual Appropriate workers
Sustainable, growing creative Waiting list tenant/graduate available to
industries incubator Increase in business survey tenant/graduate
Thriving, growing businesses birthrate Annual report of businesses
move on into Demand by incubator for incubator Finance for growth
local/subregional economy extra space Job ads on available to young
Graduate businesses prove High quality of applicants incubator website creative businesses
sustainable for jobs HEI annual Sustainable & growing
Increase in creative startups Low staff turnover reports markets for creative
Perception in community that Incubator makes a surplus businesses
entrepreneurship is viable HElIs increase their Inner London does not
Income from involvement with incubator attract most of graduate
IP/research/learning businesses away from
contracts for HEIs Kingston

Outputs High-quality workspace fully Space fully let Ongoing project Competition does not
occupied by target sector Turnover of tenants monitoring react aggressively
organisations Recruitment by tenants Leases/tenancy No major market
Higher survival & growth Reports of usage of agreements downturn
rates than in outside world services by incubator Governing Early-stage businesses
Steady stream of graduating operator/partners body/board perceive offer to be
firms Reports from tenants papers competitive.
High-quality Jobs Clear ‘buzz’ within & Occupancy Incubator offer fits
Opportunities for new tenants around incubator applications/ potential occupier
to enter ‘Clustering’ processes screening needs
Active partner/stakeholder going on within Kingston process Entry screening
involvement in incubator creative industries &/or Incubator effective
Business support & specialisation within the management Entry criteria not diluted
development services used creative industries reports by financial pressures
by tenants Partner annual Networking/knowledge
Incubator becomes creative reports sharing processes work
cluster Tenants annual
Tenants develop own reports
external networks & become Interviews with
self sufficient tenants
Vigorous tenant & incubator Reports of
interaction with external networking

creative industries
bodies/support organisations

organisations
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Activity/
Inputs

Incubator development put in
place

Incubator operation
established
Partners/stakeholders
provide support/resources
Incubator is marketed

Initial tenants secured

Documents showing
commitment to go ahead
Funding/other key inputs
secured from partners
Development occurs
Incubator manager & team
in place

Marketing communications
First tenants in occupation

Ongoing project
monitoring
Minutes of
sponsoring
organisation(s)
Contract with
developer
Activity onsite
Interviews with
team
Marketing
material
Tenant list

Sufficient demand
proven

Niche identified relative
to competition
Business plan shows
sustainability possible
Partner buy-in
Sufficient funds to do a
proper job

Suitable site/building
available at modest
cost to incubator
operator

Operators view as
incubator not managed
workspace
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3.1

3.2

3.3

3.4

Market Review

This section assesses market supply and demand for KCCI: first, reviewing the
supply of workspace from the market suitable for the creative industries; second,
analysing a survey of creative enterprises and their needs; and finally through an
assessment of incubation best practice as it relates to the creative industries.

WORKSPACE MARKET

The stock of business accommodation in Kingston is mainly suitable for office-based
businesses, limiting the offer for those creative industries wanting standard office
accommodation and able to pay office market rents. The availability of affordable
workspace suitable for creative industries is better elsewhere in London, particularly
in East and Southeast London, where rental costs are lower.

Incubators & Innovation Centres

KIC is currently the only provider of incubation space suitable for the creative
industries in Kingston. KIC provides physical and virtual incubation to innovative
startups, mainly in the IT and media sectors, with space most suited to office-based
creative businesses. Kingston itself offers no suitable incubation space for creative
industries startups requiring studios, workshops, performance space, and so on.

In the wider London market, three major incubators servicing the creative industries
startup market are:

The Chocolate Factory in Haringey, which is perhaps London’s largest cross-
sectoral incubator for the creative industries, with 75 studios catering for
sculpture, film, music, crafts and fashion (further detail is provided below)

Cockpit Arts, which provides workspace and incubation to designer/makers and
applied artists in Cockpit Yard, and also at its new site in Deptford

The Digital Incubator for London, a new incubator in East London targeting
the creative and IT sectors, operated by Hoxton Bibliotech (trading as The
Innovatory) and co-financed by ERDF, LDA, the Shoreditch New Deal Trust and
Haggerston SRB
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3.5

3.6

3.7

Further detail on these incubators is provided in Appendix C.

In terms of proposed provision, LDA is currently developing ten creative hubs. These
hubs would provide flexible workspace, training, mentoring, exhibition, showcase,
marketing and networking facilities across London. One of the creative hubs is
planned for the Deptford-New Cross-Greenwich area and the proposals are being
taken forward by Creative Lewisham agency. The investment plan currently includes
1-2 incubation units, but the main focus is to build upon the network of existing
provision of creative industries workspace, support and businesses in the area and to
incorporate this as the bedrock of the hub. Croydon is one area that may be
considered as an appropriate location for a creative industries hub in South London
by local partners in conjunction with the LDA. But KCCI also has the potential to
develop into a hub, supporting creative businesses, promoting learning and best
practice and raising the public profile of the sector.

Unrelated to the creative hub plans, there are proposals to develop an Innovation
Centre in Roehampton as part of Roehampton University. Outside of London, of
interest are also the plans for the Creative Quarter in Slough.
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Heart of Slough Initiative

The Heart of Slough initiative is a programme of complementary physical and social
regeneration to transform Slough, with a particular focus on the creative industries. The
vision is to create a major international cultural quarter for creative industries and the
people of Slough.

The initiative has taken a broad view of the creative industries. There is, however a
particular focus to build on the area’s existing strengths in the film and ICT sectors.

The initiative has been running for four years, with planning applications due to be
submitted in 2005 once sign-off for the plans has been granted from both English
Partnerships and ODPM.

The establishment of a Creative Quarter in Slough town centre is the focus of the
physical regeneration programme. The Creative Quarter will include a new library,
performance & production space, community facilities and the Creative Industries
Enterprise Hub.

SEEDA'’s Regional Enterprise Hub for New Media and the Creative Industries is currently
located in and managed by Thames Valley University. The Hub serves Slough and the
surrounding areas, providing access to business mentors, business planning, marketing
support and skills training, access to finance and networking opportunities. There is
currently 3,500 sq. ft of open-plan incubator space, with further space to be provided
once the Hub moves to the Creative Quarter. This is likely to take place by 2010.

The Hub at the Creative Quarter will be a facility for creative industries, ICT businesses
and the voluntary and community sectors. It will comprise flexible innovation support and
business space, with workstations, creative labs, project incubation space, and franchise
space for micro-businesses, freelancers and SMEs. The plans for the startups units have
not yet been drawn up in detail, but graduation space/business space will be included to
ensure effective incubation and SEEDA is undertaking a feasibility study of the full
Enterprise Hub.

The programme of physical regeneration is underpinned by social regeneration,
particularly by building the skills of the local population, e.g. through the Creative
Academy. Rooted firmly in the working life of the creative industries, the Heart of Slough
Creative Academy will assist in networking, disseminating, and providing introductions
and know-how about the commercial arts world. It will guide participants to jobs and
others working on similar projects, and support their knowledge base and that of their
team or company.

Hub Director: Ann Johnstone

Contact Details: Slough Enterprise Hub, Thames Valley University, Wellington Street,
Slough SL1 1YG. Tel: +44 (0)1753 697815, Fax: +44 (0)1753 697818

email: ann.johnstone@tvu.ac.uk URL: www.slough-hub.co.uk
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3.8

3.9

3.10

3.11

3.12

Other Managed Workspaces Suitable for the Creative Industries

The majority of managed workspaces in South London are not suited to the creative
industries, though office-based creative startups can be accommodated by some of
the modern serviced offices that are well-equipped in terms of IT facilities. Ancer
Spa’s 2004 study of not-for-profit workspace for the creative industries in London
identified only three in South London (Isleworth, Morden and Kingston) out of a total
of 92 across the region.™®

Supply mapping undertaken for this study identified other workspace providers
offering professional or technical support and/or central facilities in addition to space
in South London as:

ACAVA (Association for Cultural Advancement through Visual Art)
The Cobweb Incubator in Merton Abbey Mills

Innovate South London

Westmead Business Group and Workspace Group

Other commercial workspace operators providing facilities only in the area include
Bizspace and Sapcote. In both managed and non-managed workspace, the market
caters better for office-based rather than non-office-based creative startups.
Appendix C provides complete details of the supply mapping.

In terms of the profile of occupancy by type of creative business, the Ancer Spa study
identified 44 % of the not-for-profit workspaces were catering for visual arts, 39 % for
all creative arts, including media and performing arts, 10 % for crafts and 7 % for fine
arts. The study found that most of the higher-value creative businesses, such as
those involved in film, TV and sound recording, operate from commercially owned
premises.

In terms of future developments, Fusion Arts is currently in the process of setting up
workspaces for creative art & design businesses in Central Kingston. Elsewhere in
London, LDA has provided £3.7 million for the development of the Rich Mix Centre, a
multi-space arts and education centre in Bethnal Green, due to open to the public in
autumn 2005. The centre will provide visual art and performance space, managed
workspaces for creative industries, and training and education space, catering for
London’s many communities.

1% Ancer Spa (2004) Study of Not for Profit Workspace for the Creative Industries in London, Final
Report for LDA
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3.13

3.14

3.15

3.16

3.17

Supply of Grow-on Space

Similar issues of limited supply apply to grow-on space suitable for creative industries
as to workspace in general. The supply of grow-on-space in Kingston appears to be
very limited. The Council's Planning Department is currently in the process of
commissioning work to map the supply of workspace in the area overall, and the
study should identify all stock suitable for creative as well as other business uses.

The Ancer Spa study found the largest not-for-profit workspace units to be in the
1,000-1,500 sq. ft range. In approximately a tenth of these, unit sizes were flexible
enough to allow tenants to expand their units or combine two units as they expanded.
In some of the older buildings, areas have not been partitioned, allowing tenants to
create their own size of workspace and expand their workspace as the business
grows.

There are also other types of facilities suitable for the creative industries that can be
used by startups and more established businesses alike. These include live/work
units and prefabricated buildings, of which Urban Space Management’s Trinity Buoy
Wharf in London is an example. The Wharf houses a colony of artists in recycled
shipping containers, providing very cheap office and workspace. Another partial
solution is the greater use of temporary vacant space and buildings by artists and
creative businesses, which is being promoted by the Creative Space Agency, set up
by the LDA and Arts Council England.

DRIVERS OF DEMAND

Current Unsatisfied Demand

KIC and the three creative industries incubators above report high demand for their
facilities and have waiting lists for new tenants wishing to move in. For example,
Cockpit Arts’ new facility in Deptford is 88 % full after only 18 months of operation.

Many of the managed workspace providers also report long waiting lists and often
apply strict eligibility criteria for potential tenants to be even included in the waiting
list. Almost all of the not-for-profit workspaces in London covered by the Ancer Spa
study had a waiting list for space and consequently had to spend very little on
advertising.
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Messages from Stakeholders™*

There is clearly a lack of adequate incubation and workspace provision for the
creative industries in Kingston. This has been an issue of concern for sometime
already, as there are many creative individuals living in Kingston and graduating
from Kingston University with many having to work elsewhere due to a lack of
affordable business accommodation.

Apart from a lack of appropriate space, constraints in the provision of business
support may also be discouraging graduates to stay in Kingston. Many of the
type of individuals interested in setting up creative businesses are not keen on
being helped by ex-bank managers, etc. (as with Business Link) but would rather
access support provided by like-minded people who have an understanding of
the sector.

Lack of incubation/workspace is not only an issue about space. Equally
important to having affordable space is where it is in relation to other creative
businesses and to clients.

Creative industries are broad in scope and are of strategic importance to London
as a whole. As such, there is room for incubation facilities focusing on the
creative industries in both Croydon and Kingston since there is an insufficient
supply of managed and other workspaces suitable for the sector. There is also a
lack of graduation space and the potential incubator should ensure that this
issue is addressed, and that entry and exit of tenants from the incubator is well
managed.

Incubation can be a very useful process for creative businesses to help them to
extract more out of their businesses. With more value added generated, the
businesses can then afford the kind of space they require.

The incubator should not concentrate solely on graduates, even though the
academic institutions are important. Especially as the incubator becomes more
established, particular emphasis should be placed on ensuring that some
underrepresented groups within the creative industries are being catered for, e.g.
BME businesses and sub-sectors other than the visual arts and new media.

The incubator should not be focusing on specific sub-sectors but focus on the
creative industries broadly, as the sub-sectors feed off each other, even though
the sub-sector’s requirements for space and equipment differ.

Incubators can give visibility to a creative cluster and consequently increase the
attractiveness of an area for a cluster. However, it is also important to see
Central London as an opportunity rather than a threat since the creative
industries operates across London as a whole and not in isolation.

1 It should be noted that this consultation exercise highlighted key messages across a broad range of
stakeholders but should not be considered ‘statistically representative’ of all relevant perspectives.
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3.18

3.19

FINDINGS FROM THE BUSINESS SURVEY'?

Summary of key findings

The survey covered 31 local creative businesses

These largest sectors surveyed were the design, software & technology and
crafts sectors

Over half of those firms surveyed were primarily involved in creating products

The survey succeeded in targeting small, young companies more likely to be
interested in incubation/innovation centre services: over half the sample had
been established for less than three years, over half were based at the home of
the founder/an employee, and over 80 % employed three people or less

Although 90 % of respondents were currently satisfied with the suitability of their
location, there was confidence within the sample that over the next three years
employee numbers and business space requirements would increase

However, these companies currently had limited knowledge of what Kingston
could offer in terms of business premises

Respondents would definitely be interested in KCCI if it could provide small,
inexpensive units, mixing office and studio space, based in Kingston town centre

The centre would need to offer broadband connectivity, free onsite business
advice, mentoring and training facilities and the ability to network with other
tenants

This section presents the findings from a telephone survey of 31 creative businesses
carried out from early November to early December 2004. The questionnaire used in
the survey is included in Appendix D. A list of the business surveyed is also included
in Appendix E. The business survey provided important business intelligence into the
feasibility of KCCI but the size and design of the sample was such that the messages
should not be considered statistically representative of the whole creative business
base in Kingston or South London.

All of the businesses that were interviewed in the course of the survey were based in
the South London catchment area from which KCCI could be expected to attract
tenants. The questionnaire asked respondents a series of questions regarding the
nature of their business, their future development plans, and views regarding the
viability of KCCI. The key findings of the survey in relation to the development of
KCCI are given below. All percentages given are calculated on a base figure of 31
firms.

2 This survey complements a more in-depth survey of creative businesses being undertaken by
South London Business. Together, these two surveys will provide a fuller picture of the creative
industries in South London. It should also be noted that the size and design of the sample for this
survey was such that it should not be considered statistically representative of the creative industries
as a whole in either Kingston or South London.
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3.20

3.21

3.22

3.23

Types of Businesses Surveyed

Type of Creative Industries

The most common areas of activity amongst surveyed firms were design (7
firms/23 %), software & computer services (6 firms/19 %), and crafts (5 firms/16 %),
as shown in Figure 5. The survey also covered a few firms in each of the advertising,
publishing, music and arts & antiques sub-sectors.

25%

20%

15%

10% +—

5% -+

% of respondents

0%

Figure 5: Main Creative Industries Sub-sectors

Work within these sectors was undertaken in a creation capacity by over 70 % of
respondents, with a further three respondents each saying that their activity was
dissemination or educationally focused.

All of the advertising, craft and software & computer firms surveyed stated their main
activity was creative in nature. In contrast, the music and fiim & video sector
businesses were more likely to be involved in education and dissemination activities
rather than directly in the creative process.

Since the survey is not statistically representative of the creative business base in
South London, it is not possible to draw direct inference of potential occupants of
KCCI. However, these findings support the economic statistics in suggesting that
design, software & computers and crafts enterprises involved in creating new
products could form a core market for KCCI.
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3.27

3.28

Stage of Business

Of the 31 surveyed companies, 17 (55 %) were either still at the planning stage or
had been established for less than three years, as shown in Figure 6. Furthermore,
over half of the businesses surveyed were based at home, with only nine businesses
being office-based (39 %). Only two businesses were currently located in business
incubation or enterprise & innovation centre premises.

The sectors that were most likely to be based at home were the design (71 % of
firms) and software & computer (66 %) sectors. Advertising and crafts businesses
were more likely to already be based in an office or workshop, potentially suggesting
lower demand for incubation/innovation centre workspace.

Figure 6: Stage of Business Life Cycle
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Stage of business

Following on from these findings, over four-fifths of those businesses surveyed
employed 0-3 people and only two respondents (6 %) employed more than 10
people. Full-time employment within those businesses surveyed was even lower,
with over 60 % of respondents (19 firms) having 0-1 full-time members of staff.

Growth Prospects

The possibility of home-based businesses requiring larger premises over the next
three years seems strong. Whilst 11 firms (35 %) predicted they would still have two
or fewer employees in three years time, 13 (42 %) firms predicted that they would
grow to have five or more employees.

In addition, 15 firms (48 %) stated that they would need larger premises in the next
three years. This picture of small-scale operations at present but confident forecasts
about future growth suggests a positive role for a business incubation or innovation
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centre to support long-term growth. As these creative industries firms expand, they
will look to move away from a home-working model towards a more established
office/workshop set up. To capitalise upon this potential demand, KCCI must be
pitched at the right price to be competitive with the option of working from home
taking into account the addition services and support it is able to offer.

Views on Kingston’s Business Premises Market

Kingston Business Accommodation

Views on Kingston’s business premises offer were mixed, with a third of respondents
feeling that the Borough had sufficient business premises for companies like them
and just under a quarter feeling that the Borough lacked sufficient suitable premises,
as shown in Figure 7. More interestingly, nearly half of respondents did not know
enough about the Borough’s premises offer to be able to comment. This supports the
argument that KCCI will need to be strongly promoted within the local business
community in order to be successful.

Figure 7: Views on Kingston’s Business Premises Offer

Does Kingston-upon-Thames have sufficient business
premises? o Yes
B No
O Don®know
32

23

The seven firms who felt that the Borough lacked sufficient business premises were
asked what new types of business space were needed. The most common response
was that the Borough needs inexpensive, small units that mix office and workshop
space.
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Current Location

The prevalence of home working within the creative industries means that only eight
respondents (26 %) are currently located in a town centre. Even fewer (just 2 firms,
6 %) are based on an industrial park. Nevertheless, 90 % (28) of those businesses
surveyed said they were satisfied with their current location.

Despite this fact, over half of firms (16 respondents) would ideally like to be located in
a town centre. Also important in terms of ideal location would be proximity to home
(24 firms, 77 %) and proximity to major transport routes (25 firms, 81 %). These
findings suggest a Kingston town centre location in proximity to a train station would
be ideal for KCCI but that suburban locations might also prove desirable.

Business Accommodation Features

It is clear from the responses received that any incubation or innovation centre within
Kingston would need three main features in order to attract tenants. These three
features, in order of stated priority, are:

Easy transport access and ample parking
Broadband connectivity
Good mixture of office and workshop/studio space

Other features mentioned included low rental rates, shared facilities that provide the
opportunity to network with other tenants, and a smart appearance for the centre.
From these responses, it appears that potential tenants are more concerned with the
general operational features of the centre than with its creative industries-specific
features (note that demand for sector-specific business support was tested
separately, below). Provision of broadband is a slight exception, given that creative
industries firms are relatively more likely to have sophisticated Internet connectivity
requirements than firms in many other sectors.

Necessary Characteristics for KCCI?

Kingston Location

Two-fifths of respondents could not think of an especially suitable location for KCCI in
and around Kingston. However, 10 businesses (32 %) felt that there were sites within
Kingston town centre that would be suitable for KCCI. One respondent felt that
Kingston Innovation Centre is currently underutilised and suggested that KCCI be
located within the existing site.

Sites mentioned within Kingston town centre included the riverside, opposite the
cinema and on the small industrial park behind the station. However, four
respondents were concerned that a town centre location could lead to high rental
rates and parking problems for their business.
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Types of Business Space Needed

Over two-thirds of respondents agreed that Kingston-upon-Thames needs an
incubation and/or innovation centre and in both cases under 10 % of respondents
said there was no current need, as shown in Figure 8.

Figure 8: Types of Business Space Needed in Kingston
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In relation to ‘other’ responses, only one business mentioned a need to be close to
college/university facilities and graduates. Throughout the whole survey, there was
little mention of a need to collaborate with educational institutes, perhaps suggesting
greater need for business engagement by the institutions.

Incubation/Innovation Centre Services

In addition to the three main features identified above, over two-thirds of respondents
also stressed the need for KCCI to offer free onsite business advice and networking
opportunities, as shown in Table 2. The extent to which this support would need to be
specifically tailored to the creative industries or could be generic was not overtly
explored by the survey, though the fact that the questionnaire was about a creative
industries incubator might suggest that creative industries specialisation was already
assumed by respondents.

Table 2: Services KCCIl Would Need to Offer to Tenants

Service % of respondents

Free onsite business advice 61
Networking opportunities 61
Mentoring and training facilities 55
Financial advice 52
Help in developing new products 48
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Interested in KCCI?

There was a generally positive response when asked about interest in the KCCI
concept, as shown in Figure 9. Six firms (19 %) said that they would be seriously
interested and 16 firms (52 %) said they would be moderately interested in the
scheme. Encouragingly, only eight firms (26 %) said they were not interested in the
scheme. This local interest in the KCCI project was confirmed by the fact that over
70 % of firms said that they would request details in advance if the KCCI project were
to go ahead.

Figure 9: Expressed Interest in KCCI
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Amongst the various sectors covered by the survey, interest in KCCI was strongest
amongst crafts, music and publishing sectors. Interest was weaker amongst film &
video and arts & antiques firms, but the small sample size for these sectors makes
the drawing of firm conclusions problematic. The fact that several firms within these
sectors are already based in office or workshop accommodation may help to explain
this finding.

CONCLUSIONS

The results of the telephone survey demonstrate considerable interest in the KCCI
concept from local creative businesses. Many of the firms surveyed are currently
small, employing few people and being based at home. However, confident
predictions regarding growth and the need for larger and more professional
workspace show that there would be demand for innovation centre/incubation space
within the Borough amongst creative industries.

If KCCl is to realise this demand, it must focus on providing tenants with high-quality,
accessible and affordable workspace. This workspace must combine office,
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workshop/studio and communal space, and a majority of respondents would prefer
KCCI to be located in Kingston town centre.

The services offered by the centre to tenants must include broadband connectivity,
free onsite business advice and the opportunity to network with other businesses. A
majority of respondents also felt it would be beneficial for the centre to offer
mentoring, training and financial advice.

If such a set-up was put in place, and was promoted amongst the local business
community, the expressed interest in the project makes it seem highly likely that
KCCI would attract tenants from local creative industries.

The survey suggests that design, software & technology and crafts would be
particularly interested in KCCI. These are three of the larger creative industries within
the local economy, with the first two having a high percentage of firms that are both
based at home and expressed an interest in the project. To attract crafts sector
businesses, however, KCCI would need to offer a wider variety of accommodation,
including studio and workshop space.

BEST PRACTICE IN BUSINESS INCUBATION

Best Practice Approaches

From our experience of incubation and in discussions with UK Business Incubation
(UKBI) we have identified some best practice approaches to running incubators:

Management must focus on accelerating the development of client businesses.

Some clients will not want or need much help. Incubator staff must not get in their
way.

The support offered to these incubating companies needs to be in line with the
particular needs and opportunities those businesses are seeking to address.

Others may want intensive assistance for short periods. Appropriate help must be
available as and when required.

Services should be lightweight and simple. That approach cuts costs to both the
incubator business and the tenants. Anything heavy or complex can always be
bought in.

The provision of facilities or events to enable clients to meet one another or to
meet potentially useful contacts should be high on the agenda, but not all clients
may wish to take part.

Broadband connectivity is essential for technology-focused incubation (including
much of the creative industries), and increasingly for all incubation. Not only does
it enable technology-intensive firms to do their business, it will enable any client
to take advantage of real-time support on a call-down basis from wherever it is
most appropriately taken.

The need to take in adequate rental income from tenants can take an incubator
management® focus away from supporting the growth of tenant companies, and
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lead to them not insisting that successful firms move out. Strong incubator
governance is necessary to prevent this happening.

Policies and objectives must be turned into action by appropriate and effective
management. Targets must be set, and achievement monitored, as in any hormal
business.

Experienced and capable incubator managers are in short supply. Good ones
must be well rewarded if they are to be retained. Managers and their teams must
be encouraged to learn continually, via programmes of continuing professional
development, accreditation, clubs and networks, workshops and conferences.
This movement is strong in the USA, and developing in Britain via UKBI.

There is scope for learning from best practice in other countries. A variety of
mechanisms exist, from secondary research through exchange visits to incubator
twinning.

Leases need to be both flexible and easy to understand and renegotiate.
Because a growing company may want extra space quickly, the incubator needs
to have sufficient capacity to enable space to be reconfigured quickly and easily.

Access to both financial advice and sources of finance of various sorts is a vital
service. A particular problem is lack of finance sources midway in size between
business angels and venture capital. Banks are often able to fill this gap with the
right frameworks in place.

Investment readiness programmes build visibility and understanding between
early-stage entrepreneurs and potential investors. Meetings between these
groups enable investors to identify companies and individuals that interest them,
and enable the entrepreneurs to understand what the investors require before
they will invest. Both scouts and incubator managers can facilitate this process.
Both sides can thus work towards achieving a successful investment.

A good incubator provides tenants with credibility and visibility, which is why
smart, modem premises are especially valued by tenants. They will want to bring
their customers to their office, so good meeting rooms, coffee facilities, and so
on, are important parts of the offer. This is slightly caveated for the creative
industries, however, where not only low costs but also a desire for ‘character’
sees some businesses prefer period conversions.

Page 36



3.48

3.49

3.50

3.51

3.52

Application to the Creative Industries

These generic best practice approaches to business incubation are applicable to the
creative industries incubators as to other incubators. Nevertheless, there are some
distinct characteristics of successful creative industries incubators that need to be
understood.

The concept of incubators to support business startups is relatively new, and this is
particularly true for the creative industries. UK Business Incubation (UKBI) currently
lists few creative industries business incubators as its members. These are located
across the UK and include incubators, such as Cockpit Arts in London. The newness
of the industry is reflected in UKBI's survey of creative industries incubators in 2003,
of which half had only become operational during the previous 12 months.™

Findings from the UKBI study suggest that the average number of clients served by
creative industries incubators exceeds the national average number of clients per
incubator of 24** and the European average of 27 clients.” This is likely to reflect the
smaller relative size of the creative industries, particularly the importance of
freelancing and micro businesses to the sector. In terms of other facilities provided,
one of the incubators surveyed provided exhibition space, and two provided
performance space.

The specifics of the creative industries incubators/support facilities are well illustrated
by the following three examples:

The Chocolate Factory in Haringey, London
The Custard Factory in Birmingham
Wandsworth Business Centre, London

Further case studies of creative industries centres are provided in Appendix G.

3 UKBI (2003) Pilot Study of the Provision of Business Incubation to the Creative Industries
“ UKBI (2002) Mapping Survey
15 European Commission (2002)
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The Chocolate Factory, Haringey, London

o

TORY

CHOCOLATE FAC

The Chocolate Factory in Haringey was transformed into one of London’s largest creative industries
enterprise centres from a Barratts Confectionery factory. The Chocolate Factory was established in 1996 by
Collage Arts, formerly Haringey Arts Council, and local artists with support from the LDA, and is now home to
over 164 artists and creative businesses.

The first Chocolate Factory building attracted mainly visual artists. Phase 2 developments incorporated a
second building, which houses dance, music/video production and audiovisual production companies. There
is also a multimedia centre, used by tenants and for Collage Arts training programmes, and a venue, the
Karamel Club, used by Collage Arts to programme events, and which can also be hired out by businesses.

The Chocolate Factory complex now caters for artists and businesses across the whole spectrum of the
creative industries, accommodating sculpture, film, music, crafts and fashion. The facilities include a large
photography studio complex, rehearsal studios, a scenic construction and design workshop, sculpture
studios, and television & radio studios. Equipment for use within the facilities and the workshops is generally
acquired by the tenants themselves.

Rental levels are kept as low as possible and consequently Collage Arts maintains a waiting list of over 200
people.

Training is a key aspect of Collage Arts’ activities. Training provided ranges from music and sound
engineering courses for young, unemployed local people to career development courses for the creative
industries. Collage Arts attracts a range of funding for its training provision, including LDA, LSC and ESF
Objective 2 and 3 monies. Due to funding requirements, training is primarily targeted at local communities.

Through the training provision and reaching out to the communities by organising events, such as the
Tottenham Carnival and the Wood Green Film Festival, Collage Arts is very conscious of the role it has to
play in regenerating the area. One of the LDA cultural hubs will be centred on the Chocolate Factory, and
this will further build on the regeneration of the area through culture and training.

In terms of business support, Collage Arts undertakes initial diagnostic interviews with clients and signposts
them to either one of their own training courses or to business support provided in partnership with Prevista,
an Islington based company specialising in development solutions for the arts and creative industries.

At the Chocolate Factory site, there is also a restaurant, which attracts clientele from a wider North London
catchment area, testifying that the Wood Green Cultural Quarter and the Chocolate Factory at the heart of it,
has been firmly established on the cultural map of North London as a desirable place to be.

The Chocolate Factory, Clarendon Road, Wood Green, London N22 6XJ
The Chocolate Factory 2, Coburg Road, Wood Green, London N22 6UJ
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The Custard Factory, Birmingham

The Custard Factory in Digbeth, Birmingham, near the new Bull Ring Shopping Centre is a major
concentration of artistic and creative activity and entrepreneurship. The 5-acre sprawl of riverside
factories had become derelict in the 1980s and a private developer, SPACE (The Society for the
Promotion of Artistic and Creative Enterprise), took it over in 1990 with the plan to restore the
buildings for the use of Birmingham® young creative talent. Since then, the Custard Factory has
become home to a rapidly growing community of artists, musicians and small creative
businesses, predominantly working in the arts and media, and has been the main driver in the
regeneration of the Digbeth area.

The award-winning first phase of the Custard Factory housed a community of 500 artists and
small creative enterprises in affordable studio workshops, complemented by a theatre café,
antique shops, meeting rooms, dance studios, holistic therapy rooms and art galleries. These
facilities are complemented by the Medicine Bar and the Code nightclub, both popular nighttime
haunts in Birmingham’s bar and club scene.

The second phase, completed in the summer of 2002, comprises a hundred studio/offices with
fast Internet connections, a ring of lakeside shops, galleries and restaurants, plus the Green Man,
a towering 12 m sculpture made of earth, fire and water. On the way are a small luxury hotel,
live/lwork apartments, a riverside walk, a new bridge, a perfumed garden for the blind, and a
3,716 mz international design/exhibition centre.

Incubation units are offered to particularly deserving, creating and impecunious entrepreneurs,
from £15 per week on a six-month basis. The units come with a whole network of advice and
back-up services on site, including support in business planning, mentoring, financial, legal and
marketing advice, access to funding agencies and IT support, as well as meeting rooms and
networking opportunities.

These support services also benefit the more established Custard Factory entrepreneurs. Studio
workspaces with leased line connectivity can be hired from £55 per week and artists’ studios from
£40 per week on flexible leases. The community of businesses that has been created is in itself a
support network for doing projects in partnership, or for buying or providing services, with
tremendous commercial fertility. It also provides an inspiring incubation environment for the
startups.

To counteract the relatively low rental income from the incubation units, the Custard Factory also
provides facilities for hire to outside businesses/individuals. These include a boardroom, a space
for holding parties, a conference venue and gallery space.

The Custard Factory development emerged in a rather spontaneous fashion and has been run as
a private sector-led commercially minded operation throughout. What is notable is that incubation
has been made commercially viable by placing it within a larger complex, where the more
established businesses in turn benefit from the input of new creative ideas.

The Custard Factory, Gibb Square, Birmingham B9 4AAT http://www.custardfactory.com
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Wandsworth Business Centre

Set up in 1987, in an area of high unemployment with a high ethnic minority population, the
project’s intention was to tackle the growing problems of unemployment, social exclusion and lack
of opportunities for young people, by providing them with an integrated programme, of enterprise
advice and counselling to help them find out if self-employment was for them. The scheme is
open to those aged between 17-30.

Alongside this, the Centre has also developed a complimentary programme for agencies wising to
establish youth enterprise incubator programmes and managed workspaces in their own regions.
The Centre has worked with agencies across Europe to help develop youth enterprise
programmes tailored to meet needs of the particular region.

For example, the Centre is currently leading in a groundbreaking project to help disadvantaged
young people across the UK. This project was launched in August 2004. A lottery funded grant of
£306,000 was awarded to Wandsworth Youth Enterprise (WYE) to work with five voluntary
organisations in London, Malvern Hills, the Scottish Highlands and Northern Ireland to set up and
run youth enterprise business support services in their areas.

Wandsworth Youth Enterprise Centre offers 25 units (12,000 sq. ft including training facilities)
ranging from 150-400 sq. ft, with all-in package prices including rent/rates, switchboard, power,
answering service, heating, lighting, etc. Working capital, training grants, a full range of
audiovisual presentation equipment and 24-hour access are offered to tenants. As the WYEC
(currently at 95 % occupancy) only provides startup accommodation for a limited period, plans
were made to develop 46,000 sq. ft of grow-on space in the form of Trident Business Centre. The
Business Centre offers premises for 80 units ensuring a training and progression path for young
people currently renting within (and outside) the incubator.

The Incubator Centre was fully let after 2 years, with this period generally involving tenants
undertaking a development plan for the first six months with training for a further year and a half.
The rent charged for units in the incubator varies from £99.49 per month for 200 sg. ft units to
£124.30 per month for 265 sq. ft units. The tenants are very diverse, ranging from companies
oriented towards fashion, music and graphic design through to retail. Overall, the average length
of stay for a business is two years.

In terms of sustainability, the Centre is a registered charity, originally receiving funding from
Urban 1l (75 % of costs) and the local authority (25 % of costs). Further funding has been
generated from Companies Trust, the European Union, and Regional Development Agencies.
The Centre is also able to draw upon income from the commercially run Trident Business Centre,
four miles from Wandsworth Youth Enterprise Incubator.

WYEC has eight staff comprised of four councillors, one dedicated outreach worker, one Centre
Manager and two administration employees.
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Concept development

INCUBATION PROCESSES

Critical Success Factors for Incubators

Some factors are essential in ensuring that an incubator is successful. The most
important are:

A variety of sources on new tenant businesses, to ensure a steady flow of
enquiries from appropriate potential tenants

An effective screening process for entry

Quality accommodation that is perceived as good value for money by tenants

Good incubator governance and management

Entrepreneurial management

A high-quality manager with appropriate skills and knowledge

Availability of good mentors

Availability of effective business support services, on demand from tenants

Good networking/human connectivity

An exit policy, a supply of grow-on space and help with moving on and out
The following sections address those processes that control entry and exit to and

from the incubator, and guide what goes on inside. Marketing matters are dealt with
in the business planning section of the report.

Occupancy Conditions & Entry Strategy

Occupancy conditions and selection processes vary from one incubator to another,
depending on their role and focus. Tenants/clients can be selected because of their
stage in development, the sector (or creative industries sub-sector) they work in, or
their ability to contribute to the achievement of economic or regeneration objectives.
There is also a balance to be struck between securing income and occupancy on one
hand and for tenants to fit the ethos of the incubator in question. Feedback from
existing tenants in business incubators indicates that entrance to incubators should
not be made too easy.
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If public sector inputs are to give best value for money, they must be focused on
those entrepreneurs and businesses with the potential to deliver maximum benefits
to the economy. However, ‘picking winners’ is a risky strategy. So the incubator
needs to put in place some broad but robust occupancy conditions, and make these
known to the market place: this should be an open process. The following should
form the basis of occupancy conditions and entry criteria:

Businesses should exhibit potential for growth, in either turnover or number of
employees. Ideally they will be in growing markets (and in some circumstances,
with export potential), and led by an entrepreneur who is both ambitious and
capable. They should not only be saying that they want to grow a sizeable
business, but they should also have a business plan that shows how they will do
S0.

Businesses should have a viable and exciting business plan. Some young
businesses have plans that are unrealistic given their resources, skills and
market; others look challenging, exciting and perhaps achievable. A small group
of 2—-3 experienced business people should give the plans of all prospective
entrants a hard examination and, taking into account the character of the
managing director, decide if they think they are in with a reasonable chance.
This equally applies to project teams and business units from more established
companies; if the business plan looks very easily achievable, maybe they should
not be in the centre.

Businesses should have the potential to pay the rent. Some early-stage
businesses may not be able to pay full market rates at first, but the crucial issue
is whether or not the entry panel believe they soon will be able to do so.
Although the centre should not be run to maximise profit, it needs to more than
cover its costs and ensure that as many occupiers as possible are paying market
rates, and therefore could survive outside as and when they move on.

Businesses should accept the purpose and spirit of the Centre, be committed
to compatible goals, and be willing to join in. In other words, they should agree
to:

Try hard to grow continually

Be innovative

Ask for and accept help and advice

Join in the creation of a community of businesses

Be within the creative industries, or able to contribute significantly to the
sector. That is, they either produce creative products or services or they provide
products or services that support the creative industries, such as management,
legal, marketing or accountancy services, IT support, etc.

Some sorts of businesses may be ruled out, depending on the location and
nature of any physical facilities that are eventually established. For example,
unneighbourly activities that are excessively noisy, dirty or smelly may be need
to be located in separate workspace in industrial areas, whilst appropriate retail
activities or cultural facilities might be welcomed within the main centre. The
virtual or outreach system may, however, be available to creative businesses
that would be excluded from or do not require a physical workspace, such as
existing theatres, bands, shops and the activities above.
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In the early years, to maximise business and the chances of success, the
incubation system should step outside the normal remit of an incubator and not
restrict itself to only taking in local early-stage or new ventures. If they meet the
above criteria, they would be most welcome, but the following may well also
meet these criteria:

Established small firms that can show they are ready to grow
considerably, or create more wealth.

Inward investors from elsewhere in the UK or overseas, who are either
small or micro businesses, or small units of established businesses;
however:

Business units of larger organisations—these may be teams being put
into the locality to develop new business for the parent organisation,
or teams being moved from an overcrowded or overpriced location. In
these cases, they should only be admitted if real long-term benefits
will accrue to the local economy (a situation where all profit goes back
to the company HQ should be avoided), and their future growth is
unlikely to be achieved without the support offered by an incubator.
Project teams from larger organisations placed outside the parent
organisation to do something radical. The same provisos apply as
above.

We suggest that a small panel of experienced business people are formed that,
individually or as a group, can review applications to enter the incubator. Due
diligence should be practiced. The entry criteria and occupancy conditions should be
written down and publicised on the website and other written materials.

Exit & Move-on Strategy

This incubation system is intended to assist the development and growth of higher
added value businesses, and no business should expect to be supported/remain in
the incubator forever. Once businesses no longer need or use the help and advice on
offer, or are outgrowing the space, they should expect to move on. This should be
made clear to them on entry.

Exit strategies might include some of the following:

Requiring exit if help and advice services have not been used for a period
(perhaps 12 months)

Setting a maximum size for a business

Requiring exit if growth (in number of employees &/or turnover) has ceased for
more than a certain period

Setting a maximum period of residence (e.g. three years)

Stepped rents
Moving is a stressful time for any business, and can cause some to fail. It would be
wise for the incubator to be linked with or at least aware of larger, grow-on

accommodation within Kingston and South London, and be able to recommend
possible new premises to those ready to leave. Furthermore, businesses are always
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changing and hopefully developing, and are always potentially in need of help and
advice, though this may be different in nature and amount. Hence the incubation
system, if it is to maximise its value to Kingston and South London, should stay in
touch with graduated businesses, keeping them within its community of businesses,
and signposting them to further help and advice as required.

Internal Processes to Maximise Survival & Growth of Tenant & Client
Businesses

It is envisaged that the following processes will be made available to incubating
companies:

Bureau services—reception, secretarial, call and mail handling, scanning, IT
support etc.

Business and management advice and help:

Initial advice and help from incubator staff, whenever the tenant has,
or is suspected to have a lack of skills or knowledge

One-to-one mentoring on basic/advanced business and management
skills across the board, according to need

Training, as above

Signposting to external, specialist help and advice, as above

Financial help and advice:

As for business and management above
Investment readiness programme, to introduce potential investors to
incubator businesses and visa versa

Sector-specific help and advice—initially by incubator staff:

Mentoring, training and signposting as above, but note the need to
secure the most appropriate source and also to brand appropriately
Creative businesses often do not like ‘standard’ business advice or
generic support agencies, such as Business Link

This partly reflects the specific needs of the creative industries and
therefore sector-specific advice delivered by specialist organisations
(e.g. Universities, consultancy, creative industries agencies, etc.) will
be needed

However, it also reflects the general approach and people involved in
the industries. It is crucial, therefore, that the first contact the creative
industries have with business support is with the right type of person,
speaking a language they understand operating under an appropriate
banner/brand—these gatekeepers can then signpost the businesses
after an initial assessment to specialist and/or generic advice as
appropriate

Networking and self-help:

The development of each tenant's own network of peers, so enabling
self-help

Building of supply chains amongst incubated businesses and other
customers of the incubation system

Hence, the provision of networking events within the incubator, and
others that bring in people from outside

An intranet and electronic and physical notice boards
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Encouragement of informal mixing, such as in the kitchen, the gym,
informal spaces, the bar, and so on

These services need to be provided flexibly, from a menu, as every business will
have differing requirements. Facilities management and basic bureau services may
be covered by a service charge. The other services, if provided from in-house
sources, should be free. However, if they have to be brought in from outside, then a
charge may be levied depending on the volume and complexity of the activity.

These incubation services will be provided via the manager and their team, which of
necessity must be small, in order to contain costs. The actual delivery of many of
these, such as mentoring, training and technological advice and help will be done by
other external organisations, to whom the tenants will be directed by the
management team.

The manager will be responsible for ensuring that appropriate entry and exit
strategies and systems are in place to attract and select appropriate occupiers, and
to move them on when these businesses are able to stand on their own two feet. The
manager will also ensure that the progress of all incubating businesses is carefully
monitored, and appropriate advice and help found for them should they encounter a
problem.

Part of the rationale for a creative industries incubator in Kingston is that there is
limited sense of a community of creative businesses working together in this locality.
The incubator has the potential to stimulate formal and informal networking and
interaction, leading to inter-trading, alliances and other ‘cluster’-type processes.
Hence any facilities should make provision for meeting rooms, where resident and
nonresident client businesses can hold both internal and external meetings in quality
surroundings. Another very useful addition would be a café-bar/bistro where
businesses can take their customers or meet potential suppliers and partners, unless
there is a good one close by. The restaurant and meeting room/conference facilities
should probably be licensed, as this will greatly increase its attractiveness as a
networking facility. Make the restaurant open to the public will also increase the
visibility and profile of the centre as well as raising (a small amount of) revenue.
Exhibition space will enable businesses based on or offsite to display or promote
their work, and for the centre to promote its activities.

A specific method by which this sense of creative clustering may be brought about is
via the development of learning opportunities. These could be delivered onsite (when
a physical centre is developed) or at partner’s premises, such as Kingston University.

It is important that these are not passive offerings: if the incubation system is to fulfil
this role, its management must actively promote these faciliies and organise
networking events for the whole of Kingston’s creative community.
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INTEGRATION WITH KINGSTON UNIVERSITY

Kingston University Context

Kingston University has its origins in the Kingston College of Arts and Kingston
College of Technology, both founded in the nineteenth century. It now has four
teaching campuses in and around Kingston, and a number of partnerships with
colleges in Surrey and London, including Richmond upon Thames College. The
University lies just outside the top 20 nationally for teaching quality and has a
Research Assessment Rating of 4 for Art & Design, 3b for Music and 3b for
Computer Science. Kingston is currently negotiating to buy Surrey county council®
County Hall building as its new headquarters.

The most rapid growth in 2002—-03 at the University of Kingston has been in subjects
linked to the creative industries: for example, undergraduate courses in drama and
film and postgraduate courses in political communication and museum curatorship. A
list of courses is provided in Appendix F. Alongside the traditional art & design
subjects, for which Kingston has always been renowned, the University has
developed new strengths. The University Chancellor directed both the Royal
Shakespeare Company and the National Theatre (and is now director-designate of
the new Kingston Theatre). Furthermore, one of the major research projects to win
funding during 2002-03 included an Arts & Humanities Research Board grant to
mount the travelling exhibition, ‘Creative Resource’, focusing on sustainable
development and the design process, analysing the manufacturing potential of waste
materials (Faculty of Art, Design & Music: Sustainable Design Research Group).

In  2004/05, the University employed approximately 145 academic (full-time
equivalent teaching and research) staff'® within creative industries subjects. Kingston
currently has 2,770 students,!” of which 240 are postgraduates. These figures are
likely to increase to 3,315 students by 2007/08. It is thus an important supplier of
creative graduates (and postgraduates) to the UK’s creative industries. It also,
therefore, has the potential to impact far more extensively on the creative industries
of Kingston. Furthermore, many creative businesses in Kingston are led by and/or
employ Kingston graduates.

Kingston has also recently received funding for a new Higher Education Institute of
Art & Design to be set up as a joint venture with Wimbledon School of Art, which will
be operational by 2007. In addition, a cutting-edge training programme set to combat
the skills shortage in information technology was officially launched in July 2003. Set
up with £1.3 million in Government funding, the New Technology Institute at Kingston
University (NTI) consists of 11 education and industry partners. Headed by University
staff, it serves an area stretching from Carshalton through to Richmond and from
Wandsworth to Hounslow. Leading suppliers of computer systems, Microsoft, Cisco
and Oracle, have been involved in the scheme from its infancy and now provide
professional accreditation. The NTI Director is confident that the initiative will produce
a stream of highly skilled graduates.

'® Using a proportion based on the number of full-time undergraduate students in creative industries-
based subjects out of the total students in the Faculty of Art & Social Sciences and Faculty of Art,
Design & Music. Overall, 241 academic staff (full-time equivalent teaching and research) staff are
employed in the Faculty of Art & Social Sciences and Faculty of Art, Design & Music.

" This figure includes courses from the Faculty of Art & Social Sciences and Faculty of Art, Design &

Music.
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As a key player within the local community, the University takes its responsibility to
support all forms of intellectual, artistic and sporting development seriously. A strong
tradition of teaching and research in the visual arts, design, science and literature
provides a springboard for the vibrant cultural and social input the University makes
to the community in both the Royal Borough of Kingston and the wider South London
and Surrey subregions.

Links with industry are at the heart of Kingston University’s academic activities,
reflected in the vocational nature of many of its courses and the applied nature of its
research. Employees have been acquiring higher-level qualifications on the job after
signing up for Kingston's work-based learning programmes. Participants now have
the opportunity to attain a variety of Masters, one of which is Design.

In addition, Kingston University is one of seven HEIs®® running WestFocus, the
partnership between higher education, the local community and businesses in South
and West London and the Thames Valley. WestFocus is an integrated innovation
programme that aims to realise the commercial and social potential of a large
collaborative knowledge base and to ensure that higher education engages fully with
business and the local community.

Kingston University’s portfolio includes:

The Virtual Company (TVC)—a partnership between inventors, Kingston
University, KIC and Business Link, TVC organises a team of specialists that
mentor lone inventors, champion their cause and help them to gain access to
funds and grants

Knowledge Transfer Partnerships—a part-DTI funded knowledge and technology
transfer programme

Work-Based Learning Programme—which awards work-based learning with an
accredited qualification

Partnerships with entrepreneurs and inventors—to help entrepreneurs and
inventors turn their incredible ideas into credible products

The New Technology Institute (NTI)—programmes to meet the need for ICT
skills to support e-business opportunities

Student placements and projects

Together, the seven WestFocus HEIs provide an integrated package of innovation
support that ranges from hi-tech spinouts to skills training in SMEs and social
enterprises. Other initiatives particularly relevant to the creative industries include:

New Media Knowledge (NMK), supported by the University of Westminster—a
learning and business information resource for companies and individuals
working in digital interactive media.

MusicTank—a business development initiative backed by the University of
Westminster's Business Development Unit and the University’'s Commercial
Music Department. Developed as part of the University’s business and industry

'® The seven HEIs are: University of Westminster; Brunel University; Roehampton University; Thames
Valley University; Kingston University; Royal Holloway; and St George’s Hospital Medical School.
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knowledge transfer programme, MusicTank is a unique collaboration with a
consortium of 14 music industry bodies, including: AIM, BPI, British Music
Rights, Music Managers Forum, Music Publishers Association, Music Producers
Guild, Musicians Union and National Music Council.

Other enterprise-related specialist expertise and resources at Kingston University
include:

Small Business Research Centre (SBRC)—one of the UK’s leading centres of
research into small business, entrepreneurship and innovation

Centre for Economic Research and Intelligence (CERI)—provides analytical and
spatial solutions that deliver strategic intelligence to everyone involved in
development activities

The proposed KCCI taps into the key strengths of Kingston University, exploiting its
staff and resources as part of a wider creative industries incubation system, as
detailed further below.

Feasibility of Integration

Kingston University has developed a conceptual plan to integrate its
entrepreneurship support activities, including WestFocus, with those of Kingston
Innovation Centre. This could potentially also involve KCCI as well. The idea is to
jointly operate:

A panel to initially assess new enquiries
A panel to assess enquiries concerning availability of funding
An equity-based support programme

Hatchery facilities, in which the University would rent desks in the innovation
centre or incubator, for use by students and academic staff of the University.

It is envisaged that this process will add value to the activities of both the University
and KIC, integrating the bottom-up strategy of KIC with the top-down strategy of the
University/WestFocus. It also integrates the University into the network set up by
KIC. In turn, this would give entrepreneurs/new starts a seamless link into the KIC
network plus the University/WestFocus range of outreach services.

KCCI needs to develop as wide a funnel as possible, to attract, sort and capture as
many good incubation prospects as possible. As part of this, it should logically be
collaborating with the University/WestFocus and KIC anyway, as well as with other
appropriate organisations. Hence involvement with a joint University/KIC initial
assessment programme would make sense by improving visibility and market scope
whilst sharing costs. It would also be beneficial to have University staff and students
based within it if they are working up business concepts in the creative industries,
This would allow University spinouts to access business acumen and work within a
more commercial environment, whilst giving new and growing companies access to
the University’s research, skills and expertise.

Similarly, KCCI ought to offer its tenants & clients access to as wide a range of
funding opportunities as possible, so that any particular business can have the best
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chance of securing appropriate funding for growth. As part of this, KCCI ought to
know about, and ideally participate in, any local equity funding initiatives. The
University’'s suggestion that KCCI participate in a joint University/KIC equity
programme and panel is thus logical and of value.

The University’'s concept would appear to offer several worthwhile benefits to the
incubator, as detailed above. At a more strategic level, it would also link it to the
broader enterprise strategy of the University and West Focus plus that of KIC.
Developing relationships at this level with several established and recognised
organisations can only help the viability of the incubator.

In conclusion, therefore, whilst we are not in a position to comment on the overall
feasibility and viability of the joint University/KIC concept, realised correctly, such a
framework should improve the overall incubation offer of Kingston. Given the strong
creative industries focus of Kingston University, it is therefore logical that KCCI
should be involved in this framework since this would bolster rather than undermine
the KCCI concept.

SITES & PREMISES

UDP Proposal Site 22: Post Office

The former post office site on Ashdown Road, Kingston is a Grade Il listed building
with 15,000 sq. ft of land (9,000 sq. ft lettable space), as shown in Figure 10. The site
is owned and being developed by Hammerson as part of a wider regeneration
initiative of Kingston town centre.

The front of the former post office is a three-storey building requiring extensive work
and investment. Hammerson have therefore decided to concentrate on the rear part
of the building offering high-density (single-storey) flexible space ideally suited for
studio and exhibition areas.

As part of any listed building application, important features/historic fabric need to be
retained. Relevant factors in the reuse of the former post office include:

Retaining the staircase, entrance halls and former ground floor office in the front
cellular part of the building, the large space at the rear on the ground floor of the
building, and the roof truss structure.

Removal of all of the false ceilings (is encouraged), consideration should be
given to the removal of later internal partitions, together with the possibility of
opening up the central part of the building at ground-floor level.

Restoration of the windows fronting the street elevations, as they are a key
feature of the listed structure.

Removal of the later rear (east) extension behind the former delivery yard is likely
to be acceptable in principle (subject to Listed Building Consent being granted).

Extensions—any extensions made to the listed building must respect the historic
interest, architectural character and fabric of the building. They should be set
back from the main elevations and achieve a sensitive link with any new built
form in order to preserve the setting of the building. Proposed new buildings
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adjacent to the listed building will need to ensure that their scale, form, massing
and detailed design, including window openings, is sympathetic to the listed
building.

Figure 10: UDP Proposal Site 22—The Former Head Post Office

Plans for refurbishment

Hammerson have secured approximately £0.75million (from Hammerson’s Board) to
refurbish the former post office site (rear part of the building), for use as a community
resource/exhibition facility. There are plans for the rear part of the building to be
temporarily used for town centre proposals as the regeneration initiative progresses.
Over the medium to long term, a five-year lease will be offered to prospective
tenants.

To date, a condition and structural survey of the rear part of the former post office
building has been completed. Hammerson are currently in the process of appointing
architects to develop and implement their proposals. As the developers, Hammerson
are responsible for refurbishing (ensuring the facility is watertight) the rear part of the
former post office building to be managed by themselves or alternatively rented,
potentially to KCCI.

The potential for the post office to be used by KCCI needs to be fully explored with
Hammerson as part of the development process. However, there is a clear
opportunity to exploit the exhibition potential of the post office in the short term to
raise the profile of the creative industries in the area and to link into the emerging
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KCCI. Further discussions with Kingston University to be undertaken to assess the
feasibility of staging its showcase exhibitions at the post office.

OUTREACH OR VIRTUAL INCUBATION

Over half of all UK incubators provide services to businesses that are not resident
within the facility. This has a number of benefits for the incubator and its sponsors:

A greater number of businesses receive help
The economic impact of the incubator is thus greater

As costs incurred by the incubator do not rise proportionally, it delivers better
value for money

Although businesses that use the services of the incubator from a distance do
not pay rent, they usually pay at least a modest fee for whatever benefits they
receive; this helps increase the income to the incubator

Businesses who are virtual clients may eventually decide to move in, so
outreach services are o further means of developing future deal flow

Outreach or virtual clients are those who, for one reason or another, cannot or will
not move into the incubator. However, they may want to:

Use KCCI's name, address and phone number, to create the impression with
their clients that they are based there (as opposed to letting it be known they
work from the loft or shed)

Have their phone calls answered professionally in their absence and e-mails
forwarded from a KCCI account

Invite clients to meetings in KCCI's professional premises

Benefit from mentoring, training and other help and advice from KCCI staff and
their external associates

Be part of a wider creative community (as represented by KCCI), and so
welcome taking part in networking and other events

4.42 As a result, incubators frequently offer several packages or a menu of services to

4.43

nonresident client businesses, priced accordingly. These might, for example,
comprise:

Use of the incubator’'s name, address and logo, and the options of call and post
handling

Use of business help and support from the incubator, up to a ceiling of certain
number of hours per year

Rental of meeting rooms and hot-desk space by the hour or half day

Many incubators only start to offer outreach services once they have established
incubation within their building. However, there is a good case to be made for doing it
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the other way round with KCCI. Virtual incubation could be offered to potential
occupiers before a building is in place and ready for occupation. This would:

Enable incubation to begin earlier (maybe a year or more sooner)

Enable the size of the market to be better quantified, via judging the response to
real marketing efforts

Generate early publicity and make many more people aware of the initiative

Produce a pool of businesses that are ready and able to move in to the incubator
building as soon as it opens, so easing cash flow

4.44  However, to make this possible:

4.45

4.46

The ‘virtual’ KCCI needs to be able to make a compelling offer to these potential
clients; i.e. it must be able to make a good value proposition

It must be able to communicate it, so therefore must have at least one or two
people able to network with potential clients, a website and some basic
brochures, and funds for some form of PR campaign

It must be able to deliver what it has promised, so will probably need:

A basic office, where the manager and secretary/administration
assistant are based, so providing an address, post and call handling
One or more small, smart offices/meeting rooms where client
businesses can meet their customers and also meet with business
advisers and mentors

Ideally these would be in the same place as the base office, though
this may not be feasible, in which case an incubator nameplate on the
wall would be necessary to give credibility

Staff who can provide business advice, help, mentoring and training to
incubation clients: these may comprise the manager plus a cadre of
external people providing these services under contract

The KIC and/or the University may be able to provide business space and staff as
described above, so helping establish a virtual incubation operation in advance of
development of a built facility and establishing credibility and momentum for KCCI.

This could also be combined with the potential small-scale use of the old Post Office
building and the need for Kingston University to have a showcase venue in the town
centre. This could be used as the location for the office and meeting rooms, to give a
physical (albeit temporary) focus to KCCI, raising its profile and tenability within the
local creative industries. If also linked to University showcase events, this could also
be turned into a high-profile ‘launch’ for KCCI.
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Ownership & Management

OWNERSHIP OPTIONS

This section considers a range of possible ownership/investment vehicles through
which KCCI could be held, and makes a recommendation for the one most likely to
secure the commitment of the main parties. Ultimately, the success of KCCI will
depend upon which partners in Kingston are able and willing to collaborate on
developing the project and the finance made available to realise this.

Factors to Consider

The key factors that need to be taken into account when appraising options are:

That the prime purpose of this incubator is to improve the survival and growth
prospects of early-stage cultural sector businesses. By definition, it's aim is thus
not to maximise profit for the owners and/or operators. However, it must make
some surplus on running costs in order to ensure financial stability.

The incubator will have a humber of stakeholders, and must have an ability to
formalise the involvement of those that so wish. At this stage, the key
stakeholders are KIC, the University of Kingston and the Royal Borough of
Kingston, but there is an opportunity to widen the range of organisations, to
formally include other bodies involved in the sector or with a remit for economic
development. Different stakeholders will have different expectations with regard
to risk, return, timescales and management control.

There is a difference between investing in:

The land of which any facility is placed
Constructing or refurbishing any facility
Managing the buildings (facilities management)
Running common services

Running business support services

Investing in occupier businesses

Managing the initiative overall

These responsibilities may be separated or combined between various players.

UK operating experience shows that normal incubators need to be in excess of
30,000 sq. ft in order to be financially self-sustaining, and even then, it can take
anything up to 6-8 years to achieve. This incubator is somewhat different, being
sector-specific, but every effort must be made to achieve financial self-
sufficiency as soon as possible. Expectations of early surpluses may well lead to
disappointment. Nonetheless, given likely losses in the initial year(s), the
incubator may require flexibility with regard to how it raises funding.

Any developer undertaking the building will probably require a rental guarantee
from the incubator operator if it is not themselves and will seek a long(ish) lease
from that operator of, for example, 15 years. The lease could be the major
liability faced by the operators of the incubator. Hence there is a strong argument
for the operator to be (or to be underpinned by) a strong, well-resourced (public)
body, such as the LDA, the Council or the University.
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Under the Local Government Act 1985, a local authority holding in a business
must be less than 20 % if it is not to contribute to its overall accounting. So, if the
Council were to be a major shareholder in an incubator operating company, then
it would appear on its books.

Flexibility is required with regard to the manner in which investment is made in
startup firms (i.e. such investment may take the form of grant, equity debt or
some mix thereof). It may or may not be policy of the incubator or its
owners/stakeholders to make such investments.

There is a need for strong governance of the incubator. The Board should
include representatives of the private sector and the investment community as
well as from the local Council, regional and subregional bodies, academia etc.

There is a need for representation at both executive and nonexecutive levels
from varied partners/members.

There is a need for transparency to stakeholders.
Possible Ownership Models

5.4 There are a number of basic ownership models that could be envisaged:

1. Owned and run by a private sector developer—a private sector developer
may be interested in gaining ownership of land, and could well construct and
own the buildings. Such a developer might also appoint a manager to run the
incubator to ensure it delivers appropriate support to tenants.

2. Owned by a private sector developer but run by an operating company—
although a private sector developer may be interested in gaining ownership of
land, and in constructing and owning the buildings, most developers are not
expert in owning and running business incubators, and so would want to lease
the property to an operating company. This option would allow the operating
company to run the incubation side (in terms of incubator strategy, entry and exit
of tenants, ensuring the correct mix of tenants, etc.).

3. Owned by Kingston University—an education institute could take this on as
part of their ‘third-arm’ remit. Universities are motivated to utilise their intellectual
property and to do more for the regional business community. Kingston also
offers various forms of business support services. The University may be able to
provide the buildings and offer facilities management. Strong links with a
university are desirable for a centre of this sort in any case. However, the main
purpose of a university is not to ensure the growth of independent businesses
and many universities that have incubators set up independent entities to
operate them.

4. Owned by the Council, LDA or other local, subregional or regional public
body—the RDA or local authority owns the land, and/or funds all or most of the
build and fit-out costs, and may require a return and security on their investment.
They have an interest in ensuring the success of the regional/subregional/local
economy and thus firms operating within it. However, regional and local
authorities are not set up to run an entrepreneurial business such as an
incubator.
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5. Owned jointly by the above, plus any other major funding partners such
as banks or venture capitalists—this could prove difficult if the culture and
aims of the co-owning organisations are not the same.

6. Owned by Kingston Innovation Centre—theoretically, KIC could take this
on, as they already have an appropriate culture and the necessary skills.
However, at present they are unlikely to have the capacity to do so.

7. Owned by a company limited by guarantee, established by the main
partners in the project—this is the most common model of incubator ownership
in the UK, usually used by public sector partners. It could well be appropriate
and practical for this incubator. It implies a ‘not-for-profit’ stance: usually
breakeven plus reinvestment is the goal.

8. As for the above options, but with significant minority ownership by a
public sector body, another large company or venture capital house—this
would reduce the outlay and exposure by the principle parties. Typically,
additional private sector investors in incubator projects would be seeking first call
on equity stakes in tenant firms, and easy access to any intellectual property.
The question here is whether there would be sufficient potential value in enough
tenant businesses to attract such an additional investor.

9. Owned by a private (for profit) limited company established specifically
for this purpose—a limited company could be established with shareholdings
appropriately distributed between partners. A small number of well-run UK
incubators consistently provide good returns, but they are in a minority. Finding
the right manager and keeping them would be key.

10. Owned by a venture capital company, bank or other finance house—this
would imply the sale of land, buildings and other assets, and loss of control of
the incubator by its current backers.

A Shortlist

Options 1-5 risk failing to provide a formalised structure and thus a clear process
through which additional stakeholders can be involved in the project. This will be
especially important in future years should a private sector developer, the Council or
other stakeholders, wish to reduce or end their formal involvement. These models fail
to limit liability for stakeholders and fail to provide the project with a clear legal
identity.

Option 10 involves ceding control to other large organisations. Such a decision would
need to be made at a strategic level and would be a matter for the present sponsors
to consider. Since at this stage it is not possible to tell if the proposal will or will not
be a commercially viable scheme, this option may not be possible. A philanthropically
motivated commercial investor would be more likely to go down the gift aid route.

Option 6 involves KIC, and its current Board being willing to extend their role and the
scale of their operation. This is a real option, but the indications are that they are
reluctant to do this at present.

The remaining options 7 to 9 all involve either a new Company Limited by Guarantee
(6 and 7) or a Private Limited Company (8).
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On the basis that the stakeholders are seeking to create an incubator from which it is
not intended to distribute profits to members, and on the basis that charitable status
may be sought in the future for some or all of its activities, then a Company Limited
by Guarantee would be the most appropriate structure. The advantages of such a
structure would be to:

Ensure the ownership of, and commitment to, the project by members of the
project

Limit liability arising from the project

Provide an appropriate non-profit distributing entity, which can be clearly
identified, as such to stakeholders

Allow for wider expertise to be brought to bear on the project

Enshrine the accountability of the members to stakeholders (funders, users,
contributors, local and regional authorities, etc.) for the successful development
and operation of the project.

Provide a framework for the balancing of inputs and influence from a wide variety
of very different institutions, from small scale to large, operating in different
sectors and with potentially differing goals

It is necessary to keep in mind the current policy context, in which it is assumed that
the private sector (market) should provide, and only if it does not do so (market
failure), should the public sector intervene. Any intervention should be the minimum
necessary to provide the desired facility and service.

A Possible Option
We suggest to you the following pragmatic plan that builds upon the above:

Kingston Innovation Centre expands its role

KIC is asked to consider expanding their role to provide cultural industries incubation.
This would have the advantage of building on existing structures and experience, so
reducing risks and enabling progress to be made quickly.

Company Limited by Guarantee

Should KIC not be willing, then a new company limited by guarantee is set up to run
and manage the incubator. This would enable the virtual incubation to commence
quickly. Although current policy indicates that the private sector should provide if at
all possible, it is unlikely that a business could see a way of making substantial
returns from a virtual cultural industries incubator under the circumstances existing in
Kingston here and now.

The principal shareholders in this company will be the Council (accepting that it
would then appear on its books), the University and maybe the LDA and/or Business
Link. However, it would be possible (and desirable) for other stakeholders to take
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shares. These should include representatives of local communities and the business,
finance and other academic/educational institutions.

A crucial issue to be faced is to determine what each party will contribute and what
benefits they will wish to achieve through their involvement. There is no point in
having members of the company who contribute little. Having identified and recruited
members who add value, means must then be found to keep them actively involved.

Another important issue is whether to run the incubator for best returns, or for
maximum throughput of developing businesses; the publicly orientated objectives of
this project imply the latter, but if the private sector take the project forward, they will
undoubtedly go for the former.

As and when the operating company is ready to put some form of KCCI into place,
there are a number of ways in which progress could happen. In principle, the market
should be given the opportunity to provide, which they could do, via provision of a
new building on publicly or privately owned land, or by refurbishment of existing
properties, such as the post office.

Alternatively, the premises could be provided by the University, the Council or
another public sector body.

Private Sector Builds & Operates

Should a private sector development on publicly owned land be considered, the land
should remain in public ownership with the landowner giving a head lease to the
incubator operator for a peppercorn rent.

The lease should be restricted to the purposes of the incubator and be terminated if
the activity on site deviates significantly from that presently proposed.

Private sector enterprise centre/managed workspace developers and operators
should be invited to express interest in constructing the building and running the
operation.

It is likely they would only come forward if gap funding was potentially available or a
joint venture was a possibility.

Hence it would be necessary to undertake much more detailed design work, cost
estimation, planning enquiries, and applications for public sector grants in order to
determine much more accurately what the facility will cost, how much money is
potentially available to support it, and hence prepare the groundwork for negotiation
with the private sector.

To reduce the chances of this becoming a State Aid, it would be essential to go out to
open tender. It is important to realise that because the public sector would be sharing
the risk with the private sector, this risk sharing is in itself a potential State Aid.

Bear in mind that the private sector will either need to be confident of making a
decent profit, year on year, or of creating a saleable asset, in which case they will
want to exit before too long. The partners need to consider what might happen next.
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In the case of refurbishment of a property in the town centre, such as the post office,
the private sector (in the form of Hammerson) might be brought to the table if
provision of KCCI at low/nil cost to the incubator operating company were the only
way in which they could secure planning consent to carry out a major project in the
town centre. In this case, negotiations would need to cover the ownership of the
premises, and/or rental levels for use of the premises over the medium to long term.

It is vital to appreciate that it is most unlikely that this incubator could afford to pay a
commercial rent for a quality building. Most UK incubators can be made to cover their
operating costs if well conceived, but few can cover capital or financing costs, or
commercial rent for premises. There are no grounds to believe that KCCI would be
any different.

Public Sector Procures the Buildings

Should the private sector not come forward, then the fallback option is that a private
sector developer is selected and contracted by the public sector to construct or
refurbish the buildings in return for their normal fee. The Council or LDA thus owns
the buildings, and if appropriate might provide facilities management.

The public sector uses its own funds for this purpose, or obtains grants from
elsewhere to cover some or all of the costs. This has so far been the most usual way
of procuring an incubator in the UK.

The public sector then leases the buildings to an incubator-operating organisation for
a peppercorn/nominal rent.

MANAGEMENT OPTIONS

The following section applies to a company limited by guarantee with strong public
sector representation. A privately operated incubator or a joint venture may well do
things differently.

We recommend that the management and operation of the system be organised as
follows:

Management Role of the Board

Policy development must be the prime responsibility of the operating company board.
They must ensure the company delivers the vision that drove the original
establishment of the incubator and that it achieves the impact desired by its principal
stakeholders. The overarching aim of the incubator should be to maximise the
survival and growth rates of tenants and other client (i.e. outreach) businesses. In
other words, its success will be judged by the success of its tenants, both during their
occupancy and for the period thereafter, wherein their success or otherwise can be
attributed in part to their time at the incubator.
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The Directors of the company, when acting in that capacity, will act in the best
interests of the company rather than in the interests of their ‘parent’ organisation. The
Board, in steering the development of the incubator, should be advised by two
Advisory Groups:

A Management Group, responsible for property, lettings policy and finance.

An Enterprise Group, responsible for the relationship between the incubator and
the external community, marketing and promotion of the incubator, and
stakeholder relations. A key role will be to ensure the incubator acts as a focus
for the development of the creative industries in Kingston and the wider South
London subregion.

The manager should sit on both Groups.

A crucial and potentially difficult issue for the operating company will be which early-
stage businesses to admit to the incubation units or to help remotely, and which to
turn away. A small subcommittee should be set up to establish occupancy conditions
and entry criteria, and to then implement them. This should comprise the manager, a
representative of private sector business or a successful entrepreneur, and one
other, such as a business support professional.

The Appointment of the Manager

The day-to-day operation of the incubator, including any directly related grow-on
space, should be under the control of a manager. The Board, who will also agree the
business plan to which the manager will work, would appoint them. The manager
should be appointed on a fixed-term contract in the first instance, with an element of
performance-related pay in the package offered. Their job will be to deliver the
business plan of the company.

The Role of the Manager

The manager will ensure that a range of appropriate physical and ‘soft’ infrastructure
shall be in place at all times to enable tenants to conduct their business, and that a
range of appropriate business, management and financial support services will also
be available to them. These may be provided internally or via external providers. The
manager will seek to maximise income to the incubator, with a view to generating a
surplus for reinvestment. However, this goal must not be at the expense of the
survival of the tenants. However, the manager must run the organisation in an
entrepreneurial way, so providing a role model for occupant businesses.

The manager will ensure financial probity at all times. A business plan will be
implemented that will set out long-term aims (looking at least five-years ahead),
medium-term strategy and objectives (up to three-years ahead) and short-term goals
and tactics. This will be updated at least annually. An associated marketing plan will
operate over the same timeframe.
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Monitoring of Progress

A monitoring and evaluation system should be in place from the outset, enabling the
progress and success of the incubator to be assessed relative to clear aims and
specific (SMART) objectives. Crucially, the Board must ensure that SMART
objectives exist for the outcomes of the operation of the incubator, and not just its
activity and outputs. Only in this way can its impact on the eventual success of
tenants and on the Kingston/South London economy be assessed over the medium
to long term.

PEOPLE REQUIREMENTS

A very small team, headed by the manager, in order to avoid the danger that the cost
of overheads becomes prohibitive, should carry out day-to-day operational
management. There may be opportunities to share staff with LDA, KIC, Kingston
University, the Council, or a third-party partner (such as Business Link, given the
likely presence of business support services onsite). Any such arrangement must be
laid down in writing to provide complete transparency.

During the first year, staff may comprise just the manager. Once the first physical
premises are in place, there should be a permanent administrator/secretary who
looks after all day-to-day detail, and alerts the manager to issues or opportunities that
warrant their attention. This person should also provide bureau services to tenants of
the incubator.

It is not envisaged that the provision of any other dedicated incubation support staff
on the payroll of the incubator is necessary in the early days of operation, apart from
the one assistant mentioned above, and possibly a ‘part-time’ cultural industries
expert (though in practice this person may be available via a third-party/partner
organisation).

The manager, using their network and calling upon the Board to use theirs, would
normally source management and financial training, mentoring and support
externally. When specialist cultural, technological, legal or other sorts of help and
support are required by a tenant or client, the manager should source this from
wherever is most suitable. This might be from a local or subregional provider, or it
may be from wherever else in the country or world can best provide it.

However, it is suggested that a hot desk or small office be provided within the
incubator where visiting staff from stakeholder/partner organisations, such as
Business Link or HE/FE, can work. Ideally, the manager will be able to arrange for
regular visits from such support organisations, who will provide advice and help to
occupiers as and when they need it as part of their normal duties.

When the incubator is nearing capacity, or moving into the development of an
additional phase, then, if its finances will bear it, consideration could be given to
recruiting a full- or part-time business support professional, with the role of working
with resident and nonresident incubator clients to help them survive and grow.

As the incubator will be providing some central facilities, and training in the technical
aspects of business operation, it will need to provide a well-rounded networking and
support system.
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The incubator must act as a node in business, cluster, innovation and neighbourhood
networks, in order to benefit tenants. The manager must seek to maximise
participation in networks by both the incubator and its occupants. The manager will
be responsible for working with Kingston/London-based partners to promote
enterprise and new business startups, and to ensure a positive image of
entrepreneurship is actively promoted to the population.

Incubator Manager/Director/CEO

Job Description

This post will report to the Board of the incubator operating company or equivalent.

The Manager should be appointed on a fixed-term contract in the first instance, with
an element of performance-related pay in the package offered.

The prime role of the post holder will be to prepare an annual business plan to be
presented to the Board for their approval, and then to deliver that plan.

As described above, the manager should ensure financial probity at all times. The
Board must be notified at once should financial difficulties appear possible. At all
times, a business plan will be in place that sets out long-term aims (looking at least
five-years ahead), medium-term strategy and objectives (up to three-years ahead)
and short-term goals and tactics. This will be updated at least annually. An
associated marketing plan will operate over the same time frame.

A monitoring and evaluation system will be in place from the outset, enabling the
progress and success of the incubator to be assessed relative to clear aims and
specific (SMART) objectives. Crucially, the Board must ensure that SMART
objectives exist for the outcomes of the operation of the incubator, and not just its
activity and outputs. Only in this way can its impact on the eventual success of
tenants and on the local/regional economy be assessed in the medium to long term.

As described above, the manager should ensure that a range of appropriate physical
and @oftCinfrastructure shall be in place at all times to enable tenants/clients to
conduct their business, and that a range of appropriate business, management and
financial support services will also be available to them. These may be provided
internally, or via external providers. During the first year, when only a virtual
incubation system may be operating, the manager will only be overseeing the
operation of the ‘soft’ infrastructure, but will be working with partners and others to
seek out, secure and put into place ‘hard’ infrastructure.

The manager will seek to maximise income to the incubator, with a view to
generating a surplus for reinvestment. However, this goal must not be at the expense
of the survival of the tenants. However, they must run the organisation in an
entrepreneurial way, so providing a role model for occupant companies.
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It is envisaged that the manager will spend the majority of time on the following core
tasks:

Developing deal flow (finding and securing new clients/occupiers)

Working with clients/tenants to help them find solutions to problems inhibiting the
development of their businesses.

Salaries need to be set at a level to attract the very best people.

Opportunities for continuing professional development must be available

Person specification

The incubation manager needs to have the following core skills/experience:
Ability to empathise
Ability to influence (key decision makers)
Business experience
Sales skills
Entrepreneurial attributes and ability to run the incubator as a business
Networking skills
Sector experience (i.e. cultural industries, esp. young entrepreneurs)

Signposting skills and the ability to manage the interface between clients and
external service providers

Understanding and experience of growing new ventures/the needs of
entrepreneurial ventures

Flexibility/ability to multitask

Patience and good humour

Page 62



6.2

6.3

6.4

Business Plan Issues
SEGMENT OF THE MARKET

The segment of the workspace market that this facility will address is clear: new or
early-stage businesses active in the creative industries sector (as broadly defined by
LDA), that have serious growth ambitions/potential, an innovative approach and
originating from or with a desire to be based in Kingston/South London. It could be
widened (as might well be wise in the early days) to include more established micro
businesses that believe they are poised for a growth spurt, and so could benefit from
incubation-type processes. Certain types of business should be excluded: those that
are ‘bad neighbours’ due to noisy, dangerous, excessively smelly or otherwise
antisocial practices; retail should be ruled out too except in any ‘public-facing’ town
centre space developed.

NEEDS OF THIS CUSTOMER GROUP

The people running such businesses are likely to have a wide range of needs, similar
in nature to those of any entrepreneurs, but often different in context due to a creative
industries specialisation. They will include:

Appropriate business accommodation, giving as much of an ‘established
company’ look and feel (in a creative industries context) as they can afford, and
in the case of those that interact with the public in some way, compliant with all
current regulations.

Freedom from worry about the upkeep of the premises, security, and sourcing of
utilities, secretarial and bureau services, etc.

Upgrading of their business skills—marketing and selling, buying, pricing etc.—in
some cases developing them from almost nothing.

Upgrading of management skills, both of themselves, and of their teams. Again,
some people will be starting from a low base, though others will not. This must
include full appreciation of current legislation peculiar to the creative industries
sector.

Upgrading of creative, technical, scientific and technological skills, including IT

and computing, but also skills and knowledge particular to the creative industries
and associated trades.

BENEFITS TO BE PROVIDED

People buy benefits, not features. The benefits that this cultural industries incubator
should therefore offer include:

The best chance of developing and growing their business, with much reduced
risks compared to normal.

Being perceived by their customers as a better-established business than they
actually are, and so a better chance of securing serious customers.
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Freedom from worry about complying with current regulations.

A better than average chance of securing and retaining quality staff, due to the
quality of the working environment, and the proximity of many other creative
businesses.

Being able to learn the art of entrepreneurship faster, through being part of a
business community.

Ability to easily obtain solutions to ‘technical’ problems, including from
suppliers/sources of help in the immediate vicinity.

Able to move to bigger premises when necessary without moving location.

There are others, but these are the main ones.
DIFFERENTIATION

In marketing, it is crucial to make your offer standout from the competition. In this
case, the competition comprises other incubators in London and the areas to the
south and west of Kingston, other specialist cultural and creative facilities, other
industrial units, managed workspaces and business centres in South London, and
other providers of business advice and support (such as Business Link, who are also
a collaborator in KCCI). The differences from these others include:

An incubation system, and facilities, being designed specifically for the creative
industries.

State-of-the-art workspace specifically fitted out to meet the needs of creative
businesses.

Being run to maximise the chances of tenant business surviving and growing (as
opposed to commercially managed workspaces and business centres, driven by
the profit motive).

Being run by people who understand the creative sector and the problems faced
by early-stage creative businesses.

Offering interesting workspace to a modern internal standard with business
support services onsite.

This combination results in a unique selling proposition, which needs to be carefully
crafted to incorporate the benefits above, set within this differentiated position.

MARKETING COMMUNICATIONS & CHANNELS

These must be ones appropriate to the target group of customers (market segment),
and able to handle a message of comparative complexity. Advertising does not work
for incubators and is unlikely to be effective in this context. Rather, experience
elsewhere shows that the way to communicate these messages to potential
occupiers and service users is via:

Networking and ‘ferreting’, namely talking to people, and explaining what is going
on, and what the benefits are. In particular, people who are known and trusted
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must do this within the subregion and within the sector. The aim is to discover
people who either have a small, early-stage creative business with real potential,
or are planning one. The LDA sector coordinator and champions thus have a
vital role, and must be kept informed and inspired by the incubator manager. KIC
and Kingston University people are key. Personal Business Advisers from
Business Link, key Council staff involved in property, regeneration and economic
development are also important intermediaries, as are bank managers,
accountants and solicitors, newspaper/creative industries magazine editors, and
suppliers of sector hardware and ‘software’. It takes time, but ferreting about
within the target groups of customers is the most certain way of discovering
potential occupiers.

Public relations, including the regional and local media. Not only should there be
regular press releases, events onsite, and so on, but truly inventive ways of
using PR should be explored. Normal agency driven PR is costly, but a good
manager and system team ought to be able to dream up and run competitions,
viral marketing (rumours), limited direct mail and other devices to make people
aware of the opportunity and the message.

A prominent location—if this also encompasses facilities that enable the public,
and thus potential occupiers and system users, to interact with it and its
occupiers, then it will have a much greater impact. Exhibition space, a café/bar,
a small performance venue, a small retail outlet, and so on, would have this
effect.

Some simple brochures and a website should underpin all of the above.
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Conclusions

There are a number of positive factors supporting the development of some form of
KCCI, including:

A favourable policy environment

A supportive economic context

Limited market provision serving the needs of the creative industries
Stakeholder support

Interest amongst local creative industries
PoLicy ENVIRONMENT

There is a growing awareness at all policy levels of the importance of the creative
industries’ contribution to the national economy, in terms of both the job creation they
support and the value-added services they supply.

The establishment of KCCI would clearly fit with the government's desire to see
continued economic growth within knowledge-intensive, innovative and high value-
added sectors of the UK economy.

In particular, London plays a creative centre role at a global level as well as
nationally. Recognising this, the LDA’'s RES and FRESA both call for support for
growth sectors, in part through the provision of business advice and incubator space
to SMEs. The KCCI would meet both these aims. In addition, as part of the FRESA, it
is planned that a skills strategy for the creative industries in London will be drawn up.
This would complement the physical infrastructure support being given to the sector
by the incubator centre.

The capital’s cultural & creative strategies are also coherent with the aims of KCCI.
Both call for improved infrastructure support for the capital’s creative industries and
both propose that the best way of achieving this will be through the creation of a hub
system, with a concentration of cultural & creative activities at several locations
across the city. KCCI has the potential to develop into a hub, supporting creative
businesses, promoting learning and best practice and raising the public profile of the
sector. However, the relative affluence of Kingston means that it is unlikely to be able
to attract significant (if any) LDA funding for creative industries incubation.

Current developments within Kingston Borough also provide major physical
opportunities for the development of KCCI. The town centre strategy calls for more
innovative uses of the town’s existing business premises stock, and the Community
Plan specifically mentions the need for hi-tech incubation space. The recent
announcement that Kingston-upon-Thames will be the UK'’s first BID will also have a
favourable impact upon the development of KCCI. Local policymakers are also keen
to ensure that the contribution the local education establishments make to the
Borough is more clearly promoted. The links between KCCI and Kingston University
should help meet this aim.
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EcoNoMIC CONTEXT

Overall, the economic rationale for supporting KCCl is strong. The creative industries
are one of London’s global strengths, attracting highly skilled employees, with a high
multiplier effect upon other clusters in the economy. Establishing KCCI could help
exploit the unrealised growth potential of the creative industries within Kingston and
the wider South London economy.

Kingston has a strong economy and a highly skilled local labour force. Travel to work
patterns within the Borough suggests that KCClI's workforce is most likely to come
from Kingston itself, a neighbouring Outer London Borough or Surrey. This workforce
would most likely get to KCCI by car or bus, highlighting the likely need for car
parking provision at KCCI.

Although Kingston lacks the high levels of entrepreneurship evident elsewhere in
London, the economy as a whole is estimate to generate around 1,000 new business
starts per annum.

The creative industries in Kingston comprise 1,400 firms with 6,000 employees,
equivalent to a fifth of local firms & 8 % of local employment. Around four-fifths of
these creative firms are within sectors that may be suitable for incubation (i.e.
excluding activities such as retail, performing arts, museums, tourism, and so on). On
a proportional basis, this suggests that Kingston will generate approximately 160 new
businesses starts per year in creative sectors appropriate for incubation.

A normal working assumption is that approximately 4 % of all new business starts
justify incubation. Within a particular high growth, dynamic sector like the creative
industries, however, this rate is likely to be far higher. The working assumption that
up to a fifth of these will justify incubation has been adopted here, which gives
potential annual demand for KCCI of 32 new users. In addition, the incubation
system can also target established creative businesses with unrealised wealth
creation potential.

The local creative industries are relatively specialised in publishing, artistic & literary
creation, and motion picture & video production. Kingston is also strong in the larger
sub-sectors such as advertising and software consultancy.

Although the local creative industries have declined in size between 1998 and 2002,
this has primarily been due to consolidation within some of the larger sectors,
especially since 2001. Local specialist sectors such as publishing and motion picture
& video production have seen significant growth.

Economic forecasts suggest that nearly all London’s creative sectors will return to
growth over the coming period as the economic climate improves. The London
creative sectors forecast to enjoy strongest employment growth (above the UK
average) are software & computers, design and film & video.
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MARKET PROVISION

KIC and London’s main three creative industries incubators above report high
demand for their facilities and have waiting lists for new tenants wishing to move in.
Many of the managed workspace providers also report long waiting lists and often
apply strict eligibility criteria for potential tenants to be even included in the waiting
list.

The stock of business accommodation in Kingston is mainly suitable for office-based
businesses, limiting the offer for those creative industries wanting standard office
accommodation and able to pay office market rents. The availability of affordable
workspace suitable for creative industries is better elsewhere in London, particularly
in East and Southeast London, where rental costs are lower.

KIC is currently the only provider of incubation space suitable for the creative
industries in Kingston. KIC provides physical and virtual incubation to innovative
startups, mainly in the IT and media sectors, with space most suited to office-based
creative businesses. Kingston itself offers no suitable incubation space for creative
industries startups requiring studios, workshops, performance space, and so on. In
the wider London market, three major incubators servicing the creative industries
startup market are The Chocolate Factory in Haringey, Cockpit Arts, and The Digital
Incubator for London:

In terms of proposed provision, LDA is currently developing ten creative hubs. These
hubs would provide flexible workspace, training, mentoring, exhibition, showcase,
marketing and networking facilities across London. Croydon is one area that may be
considered as an appropriate location for a creative industries hub in South London
by local partners in conjunction with the LDA. But KCCI also has the potential to
develop into a hub, supporting creative businesses, promoting learning and best
practice and raising the public profile of the sector. In addition, Fusion Arts is
currently in the process of setting up workspaces for creative art & design businesses
in Central Kingston.

The majority of other managed workspaces in South London are not suited to the
creative industries, though office-based creative startups can be accommodated by
some of the modern serviced offices that are well-equipped in terms of IT facilities.
Ancer Spa’s 2004 study of not-for-profit workspace for the creative industries in
London identified only three in South London (Isleworth, Morden and Kingston) out of
a total of 92 across the region. The Ancer Spa study found the largest not-for-profit
workspace units to be in the 1,000-1,500 sq. ft range.

Similar issues of limited supply apply to grow-on space suitable for creative industries
as to workspace in general. The supply of grow-on-space in Kingston appears to be
very limited. The Council's Planning Department is currently in the process of
commissioning work to map the supply of workspace in the area overall, and the
study should identify all stock suitable for creative as well as other business uses.

STAKEHOLDER SUPPORT

There is clearly a lack of adequate incubation and workspace provision for the
creative industries in Kingston.

Creative industries are broad in scope and are of strategic importance to London
as a whole. As such, there is room for incubation facilities focusing on the
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creative industries in both Croydon and Kingston since there is an insufficient
supply of managed and other workspaces suitable for the sector.

The incubator should not be focusing on specific sub-sectors but focus on the
creative industries broadly, as the sub-sectors feed off each other, even though
the sub-sector’s requirements for space and equipment differ.

Incubators can give visibility to a creative cluster and consequently increase the
attractiveness of an area for a cluster.

LocAL CREATIVE BUSINESSES

These largest sectors surveyed were the design, software & technology and
crafts sectors

Over half the firms surveyed were based at the home of the founder/an
employee

Although 90 % of respondents were currently satisfied with the suitability of their
location, there was confidence within the sample that over the next three years
employee numbers and business space requirements would increase

However, these companies currently had limited knowledge of what Kingston
could offer in terms of business premises

Respondents would definitely be interested in KCCI if it could provide small,
inexpensive units, mixing office and studio space, based in Kingston town centre

The centre would need to offer broadband connectivity, free onsite business
advice, mentoring and training facilities and the ability to network with other
tenants

RECOMMENDATIONS

The summary above provides strong support for the need to provide incubation for
creative industries in Kingston and the wider South London economy. The issue for
Kingston therefore is to secure the active collaboration of partners in Kingston,
including KIC, Kingston University, Business Link, the Council and SLB/LDA in
developing KCCI. The crucial aspect however will be the extent to which these
partners are able to bring or secure funding support for KCCI. This is likely to be the
biggest challenge for the project.

As such, KCCI needs to be appropriately phased and to seek innovative forms of
financing. At the outset, KCCI should be established as a ‘virtual’ incubator, drawing
from the resources and expertise of key partners to make staff and office space
available for the inception of the project. In addition, KIC could provide incubation
expertise and/or some incubation units for office-based creative industries, Kingston
University could provide specialist creative skills expertise, the business support and
outreach of WestFocus, and a route for graduate and academic spinout businesses,
whilst Business Link could provide generic business support.

At this stage, the aim should be to establish KCCI as an entity and develop its profile.
Once a manager is in place, potential funding from LDA and other sources should be
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explored. In addition, low-cost property solutions needed to be explored in
conjunction with the Council, Hammerson and the University, involving either the gift
of premises or their provision at a peppercorn rent, since the income from KCCI will
not cover major capital costs. Linking into Kingston University's showcase events
hosted at the old Post Office would be an excellent way of ‘launching’” KCCI. In
addition to these developmental activities, KCCI needs to begin outreach incubation,
drawing upon the expertise of KIC, the University and Business Link. This will also
help to develop a pipeline of potential clients that may eventually wish to move into a
physical KCCI.

If a suitable low-cost property can be found to house KCCI, this ideally needs to be
suitable to accommodate the broad range of creative industries in a visible location,
preferably close to the town centre and/or the University. If a single building is not
viable however, or only small-scale development is feasible in the first phase, then
KCCI should focus upon ICT and design-based businesses requiring office or studio
space, since this is the largest and most financial (and economically) viable market.
Once this element has been established, KCCI can expand—ideally within a single
building or alternatively in additional spaces—to encompass the other forms of
creative industries and bringing in mature businesses to provide rental income plus
mentoring for new starts. This expansion should also be used to increase the visibility
of KCCI and transform it into a focal point for a creative industries cluster, by
including public-facing facilities, such as a café/bar and potentially a retail unit,
exhibition space, and so on.

KCCI will also need to be linked into the broader provision of business space by the
Council so that move-on space is available to be able to enforce a graduation policy.
KCCI could then also link into other forms of space, such as industrial units, providing
workshop/studio space for activities that would not be suitable on the main KCCI site.

The mechanisms by which these routes should be pursued are those detailed within
the report.
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Appendix A
GLA Economics SIC Definition of the Creative Industries

SIC Code and definition

1771: Manufacture of knitted/crocheted hosiery
1770: Manufacture of knitted/crocheted pullovers
181: Manufacture of leather clothes

1821: Manufacture of workwear

1822: Manufacture of other outerwear

1823: Manufacture of underwear

1824: Manufacture of other wearing apparel nec
183: Dressing and dyeing of fur etc

193: Manufacture of footwear

2211: Publishing of books

2213: Publishing of journals and periodicals
2214: Publishing of sound recordings

2215: Other publishing

2231: Reproduction of sound recording

2232: Reproduction of video recording

5248: Other retail sale: specialised stores — 5% of sector
5250: Retail sale: second-hand goods in stores — 5% of
sector

722: Software consultancy and supply
742: Architectural/engineering activities etc
744: Advertising

7481: Photographic activities

7484: Other business activities nec — 50% of sector
9211: Motion picture and video production
9212: Motion picture and video distribution
9213: Motion picture projection

922: Radio and television activities

9231: Artistic and literary creation etc
9232: Operation of arts facilities

9234: Other entertainment activities nec
924: News agency activities

9251: Library and archives activities

9252: Museum activities etc

9272: Other recreational activities nec
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Appendix B:
Refined GLA Creative Industries Definition for Incubation

Included Reason

2211: Publishing of books

2213: Publishing of journals and
periodicals

2214: Publishing of sound recordings
2215: Other publishing

722: Software consultancy and supply

742: Architectural/engineering activities
etc

744: Advertising

7481: Photographic activities

9211: Motion picture and video
production
9212: Motion picture and video
distribution

922: Radio and television activities
9231.: Artistic and literary creation etc
924: News agency activities

Office-based activity suitable to KCIIC

Studio-based activity suitable to KCIIC

Office/warehouse-based activity
suitable to KCIIC

Office/studio/workshop-based activity
suitable to KCIIC

Office-based activity suitable to KCIIC

Excluded Reason

181: Manufacture of leather clothes
1821: Manufacture of workwear
1822: Manufacture of other outerwear

1823: Manufacture of underwear

1824: Manufacture of other wearing
apparel nec

183: Dressing and dyeing of fur etc
193: Manufacture of footwear

2231: Reproduction of sound recording
2232: Reproduction of video recording

5248: Other retail sale: specialised stores

5250: Retail sale: second-hand goods in
stores

7484: Other business activities nec
9213: Motion picture projection

9232: Operation of arts facilities

9234: Other entertainment activities nec
9251: Library and archives activities
9252: Museum activities etc

9272: Other recreational activities nec

Majority of activity relates to
manufacturing

An industrial activity more than a
creative activity

Retail focus rather than a production
focus

Too broad to capture creative firms

These activities involve organisations
that might be incorporated within KCIIC
but as standalone rather than potential
new business startups
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Workspace Suitable for Creative Businesses in South London

Appendix C

& Major Incubation Space Providers in London

Workspace suitable for creative sector businesses in South London and major incubation space providers in London
(the latter in italics)

Existing
Name Type Location Services provided Businesses targeted |Size Occupancy/ |Cost regime Contact
waiting lists details/Other
401 v Workshops |401 % 37 units, some of which are shared N/A 4,5-65 m2 N/A Studios priced Tel: 01865 35
Workshops Wandsworth around £40 per 8832
Rd, London week
SW8 2JP
ACAVA Studios Locations in |300 studios in eighteen buildings across north, N/A N/A Waiting list  |N/A Tel: 020 8960
(Association north, west |west and southwest London. A variety of spaces in 5015
for Cultural and purpose built and converted buildings, including
Advancement southwest  [studio/offices with ADSL suitable for artists working
through Visual London digitally and small arts organisations. Associate
Art) membership provides entry to waiting list.
Professional and technical support available.
Airport House |Serviced Purley Way, |Serviced office accommodation provided by Office-based Offices from |N/A N/A
office Croydon Westmead Business Group. Suitable for office- businesses 14-372 m2
accommod based sub-sectors of the creative industries. Over
ation 150 office suites. Meeting rooms on-site
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The Workspace/ |Haringey The Chocolate Factory is North London® largest | Cross-section of the Arange of |Waiting lists |Low rent levels with | Tel: 020 8365
Chocolate incubation |Arts creative industries and enterprise centre. 75 creative industries unit sizes of over 200 |average at £7.50 7500
Factory space Council, The |studios have been created for artists/designers artists per sq. ft including
Chocolate |catering for sculpture, film, music, crafts, and use of all facilities |www.chocolatef
Factory, fashion and including a large photography studio actory.org.uk
Unit 104 complex, rehearsal studios and a scenic
Building B, |construction and design workshop. There is also a
Clarendon |multimedia centre, business support facilities,
Rd, London |sculpture studios, television and radio studios and
N22 6XJ a café/restaurant offering a programme of live
events.
Cobweb Incubator  |Merton Small open plan offices with general services, Current tenants include [N/A N/A From £250/month + |Contact: 020
Incubator run by a Abbey Mills |meeting rooms and internet and telephone a lifestyle and culture VAT depending on 85452875
team from connections. Support provided in finance, IT, magazine, website the number of
Kingston marketing, strategy, fund raising, new media and  |auditing business and desks utilised.
Business human resources. a business supplying Secretarial support
School corporate gifts and chargeable at £8
incentives. /hour. Minimum
lease period 6
months, thereafter
on one month®
notice from tenant
Cockpit Arts |Workspace/ | Cockpit Cockpit Arts is a registered charity providing a Designer/makers and |Cockpit Yard |Long waiting 'Workspaces are Tel: 020 7419
incubation |Yard, variety of services, facilities and awards. Cockpit  |applied artists. Do NOT [6,5-39 m2; |lists available forupto 1959
space Northington |Arts has a staffed office and provides access to consider applications |Deptford 14- eight yearsonan |Email:
Street, computers, photocopier, fax and inclusion in two from painters, 51 m2 annual sliding scale |info@cockpitart
London major selling events each year. Professional sculptors, illustrators or of charges. At s.com
WCI1N 2NP. |development, outreach activities and mentoring photographers. Cockpit Yard, the | \www.cockpitart
Also new schemes are also run by the education office rents start at 9.15 |s.com
facility in per sqg. ft and rise to
Deptford £13.15 per sq. ft.

After five years, this
rises to £14.40-
18.40. At Deptford,
the rents start at
£7.10 per sq. ft and
rise to £11.10. After
three years, this
rises to £12.70 to
14.70.
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Digital Workshops |239 Old The digital incubator for London provides support to|Creative and IT sectors |A range of  |Waiting list |£5 per day or £950 |Operated by
Incubator for |and virtual |Street, new start-ups and established businesses, with a different unit per month on a the Innovatory
London incubation |London particular emphasis on the creative and IT sectors. sizes sliding scale. When | (Hoxton
EC1V 9EY |Facilities provided include workshop units, basic they start, tenants  Bibliotech
utilities, office technology, broadband, reception, will pay 25%, trading as the
call centre, technical facilities, studio for new increasing to 100% | Innovatory) and
media, web video and sound facilities. by the end of the co-financed by
year. the European
Regional
Development
Fund, the
London
Development
Agency, the
Shoreditch New
Deal Trust and
Haggerston
SRB.
Innovation Innovation |1st floor, Workstation (desk, chair and storage), all utilities Businesses: 1) with an |N/A N/A £150/month + VAT Contact lan
Support support Suffolk and specialist free advice and mentoring on site, innovative product, Elwick or
Centre centre run |House, broadband and phone line. service or a way of Lavinia Poppa
by Innovate |College doing business 2) 08704124200
South Road, potential for high- mob.07947211
London in  |Croydon growth and high value- 145
association added 3) based in
with technology, creative or
Croydon knowledge sectors.
College Typical sectors include

technology, creative
media, telecoms,
design, publishing,
computer games and
music.
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Kingston Incubator  |Unit 3, Different packages: 1) Hatchery for developing Innovative, tenants 2,500 m2 Fully 1) Hatchery Hatchery
Innovation Kingsmill business plans (hot desk, connection to internet & |mainly IT based open plan occupied £100/month + package
Centre (KIC) Business phone number, introduction to mentoring and businesses telecommunication available in the
Park, support) 2) Incubation facilities (permanent desks costs (+ fees to period up to
Chapel Mill |with internet connections & phone number business support  actual trading,
Road, including voice mail, business support by agencies) 2) eligibility is
Kingston introductions to KIC Incubation Manager, Chamber Incubation monitored on a
of Commerce, Business Link, Professional Sponsor £350/month + 3 monthly
Organisations, Consultants and Mentors, telecommunication basis.
Entrepreneurs Club, Business Angel Network and costs (+fees to
Inventors Club 3) Virtual Business Incubation business support
(support package w/out physical incubation, use of agencies) 3) Virtual
meeting rooms subject to reservation & availability, Incubation up to 4
business support introduction) 4) High employees
Technology/TVC programme (programme put £100/month (+fees
together by KIC, Kingston University & Business to business support
Link for business ideas with very high growth agencies)
potential, accommodation package per normal
terms, TVC funding package provided by KIC®
sister company Kingston Innovation Centre Ltd)
Photofusion  |Photographi|17a Electric |B&W, colour darkroom facilities. Photographic Photographers, new N/A N/A N/A
¢ studio and|Lane, studio for hire equipped with flash and tungsten media artists
facilities London lighting. New media workroom for hire with high-
SW9 8LA  |end PC and Macintosh workstations. Wheelchairs
accessible. Courses available
Red Gate Photographi|209a Non-profit making organisation hosting regular Photographers N/A N/A N/A
Gallery c¢ studio and |Coldharbour |exhibition and events and providing studio space
facilities Lane, and darkroom facilities.
London
SW9 8RU
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Redlees Studios Redless Redlees studios houses 38 artists of different N/A Units range |Receive £21 per sq. ft Tel: 020 8583
Studios Park, disciplines, and runs lifelong learning and from 6-20 many including use of all 4457
Worton continued professional development courses. The m2 enquiries for facilities
Road, studios are owned by Hounslow Council and space
Isleworth include a gallery and glass & ceramic kilns
TW7 6PG
Studio Voltaire |Studios 1a Nelson® |26 studio spaces N/A Units range |N/A N/A Tel: 020 7622
Row, from 12 -43 1294
Clapham, m2
London
SW4 0DQ
The Trade Studios 404-408 N N/A N/A N/A Studios at £8 per | Tel: 020 7733
Academy Coldharbour square foot per 8181
Lane, annum (pro rata).
Brixton, Minimum term of
London tenure is one
SW9 8LF quarter
Wimbledon Studios Holman and |104 studios with some sharing N/A Units range |N/A Studio spaces to let | Tel: 020 8947
Art Studios Williams from 4,5-28 from around £39 1183
House, m2 per week Email:
Riverside mol@onview.n
Rd, London et
SW17 0BA www.wimbledo
nartstudios.co.u
k
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Workspace Small-unit |Locations  |Workspace Group provides small-unit SMEs N/A N/A N/A Tel: 020 7247
Group accommod |include accommodation for rent in London and the South 7614
ation Wandsworth |East on user-friendly terms principally to small and Email:
Business medium sized enterprises (SMEs). The info@workspac
Centre accommodation on offer includes office, studio, egroup.co.uk
small unit light industrial, film & TV production and http://www.work
storage space. spacegroup.co.
uk/
The Worx Photographi|10 8 photographic studios for hire N/A N/A N/A N/A
¢ studios Heathmans
Road,
London
SW6 4TJ

Source: stakeholder consultations Oct/Nov 2004, www.artquest.org.uk, www.ukbi.co.uk, Ancer Spa (2004) Study of Not for Profit Workspace for the Creative Industries in London
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Appendix D
Business Questionnaire

Business Survey Proforma for Kingston Creative Industries Incubation Centre

For Entrepreneurs, Potential Startups, Early-Stage Businesses &
Established SM Eswith Unrealised Growth Potential, | nnovative
SMEsetc. in the Creative & Cultural Industries

Company Name:
Contact:
(pre-completed)

Address
Telephone number:
(pre-completed)

| am phoning from DTZ Pieda Consulting. We have been commissioned by Kingston
Innovation Centre to assess the feasibility of establishing a Creative Industries Incubation
Centre within Kingston.

We are currently speaking to innovative new or small creative businesses with growth
potential in order to establish what needs they have for business accommodation, and
business advice and help. Y our name / business has been recommended to us as oneto
interview. Are you an appropriate person to interview for 15 minutes to discuss requirements
of acompany like yours? If not, who should we talk to?

For the purposes of our study:

An incubation centre provides an environment which allows young businesses to thrive and
grow, helping them to survive through the early stages of development, when they are most
vulnerable

This conversation is in confidence. Nothing you tell us will be attributed to you or your firm.
Our findings will be generalised, and only passed to our client. We are not trying to sell you
anything, merely seeking your opinions.
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GENERAL DETAILS

1. Please select the Creative Industries area that most closely relates to your main
activity/ies (Please tick only one box—these are official Government categories of
creative industries)

2. Select the type of activity that you are mainly involved in (Please tick only one box)

&
s | )

* 4+

3. Please describe your main business activity/ies, including the goods/services
produced/supplied

4. What stage are you at with your business?

a. Planning a business

b. Established less than 3 years

c. Established small business with growth
potential

d. Unit of a larger business

e. Other

5. What is the nature of your business? (which of these is dominant):

a. Office-based

b. Workshop / factory-based

d. Use / need studios

e. Retail

f. Work mostly on customer sites

g. Need a large yard

h. Engaged in unneighbourly activities (note to
interviewer — this means noisy dirty, smelly etc.)
i. Office based — work from home

j. Other

6. How many staff do you employ in total and on a full-time basis?

7. Inthree years time, how many people do you plan to employ on a full-time basis?
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8. Roughly what proportion of your income derives from ‘new’ goods or services, i.e.
those which you have offered for less than 3 years?

.0%
b.Upto 10 %
c.10-30 %

d. Over 30 %
e. All of

Q

9. Is your business/could your business be based in Kingston if appropriate facilities
were available?

WORKSPACE

10. What type of business workspace do you currently occupy / expect to occupy when
the business first starts trading?

a. Managed workspace (note to interviewer: this
includes small workspaces/offices provided by
the private sector, with the aim of making money
from rental income)

b. Business incubator

c. Enterprise & Innovation Centre

d. Work from home

e. Office unit, unserviced

f. Industrial unit, unserviced

g. Yard / warehouse

h. Other (state)

11. Is the space shared with other companies? Y / N
12. What is / what will be the size of your business premises? (Sq ft)

Notefor interviewer: 1 sq metre= 10 sq ft approx & 1 person needs around 100 sq ft for
an office or similar

13. Are your business premises / will your intended business premises be:

a. Owned

b. Long lease

c. Rented (by the month)
d. Based at home

14. If known, approximately what rent, including any service charges, do you presently
or expect to pay per month (per sq ft) would many companies- especially new starts-
actually know this?

(If based at home / no formal business premises, put @one®

15. a. Do you expect to move, or to need bigger premises within the next 3 years?

b. If so, of what size (sq ft)
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16. a. Do you think Kingston has sufficient business accommodation for businesses like
yours?

b. If not, what do you think is needed?
LOCATION

17. Where are you currently located? (If applicable)

a. Town centre

b. Near major infrastructure (roads, rail
links)

c. At or near home

d. Out of town industrial / business park
e. Close to educational institutes / other
public sector institutions

18. Are you satisfied with your current location / the locations that are available to you?

19. Where would you ideally like to be located? (tick one or more)

Town centre

Near major infrastructure (roads, rail
links)

At or near home

Out of town industrial / business
park

Close to educational institutes /
other public sector institutions

20. Based on your answer to the previous question, is there a particular location in and
around Kingston that you think would be especially suitable for a Creative Industries
Incubation Centre?
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21. Name 3 features of business accommodation that are particularly important to you
and similar individuals or companies.
Please rank in order of importance

Feature Rank

a. Q19. Feature 1
b. Q19. Feature 2
c. Q19. Feature 3

Interviewer: Prompts are:

Smart appearance - good for bringing customers to

Good phone & internet connectivity, incl broadband
Plentiful parking

Plenty of meeting rooms

All building & facilities management taken care of by others
Excellent security

Provision of workshops / laboratories / studios (which?)
Flexible space to accommodate growth

Ready trunk road access

Public transport

Proximity to shops, restaurants, bars etc.

Proximity to cultural facilities (e.g. theatres, galleries, etc.)
Proximity to commercial business services

Proximity to a university or major research lab

Cost issues

Provision of support services

Opportunity for future expansion

SUPPORT SERVICES

22. What business support services have you used in your area in the last 3 years? Tick one
or more

a. Business Link
b. University- which one?

c. FE College- which one?

d. Intellectual property specialist
e. Training firm
f
9
h

. Finance specialist
. Legal specialist
. Other

23. What additional business services would help the future development of your
company?
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FUTURE PROSPECTS

24. Suggest three important constraints on the growth of your business:
Then rank them in order:

Constraint Rank

a. Q24. Constraint 1
b. Q24. Constraint 2
c. Q24. Constraint 3

(Interviewer: Prompts are given below):

Difficulties finding finance

Shortage of customers/market constraints

Property requirements

Shortage of staff with appropriate skills / knowledge

Lack of training provision

Current business support services do not match up with the business requirements
Inadequate information and communications technologies infrastructure / know how
Difficulties with suppliers

‘Red tape’- Government / EU regulations or compliance requirements

Need to overcome problems with innovation/new product/service development
Suitable sites / premises

25. Which of the following applies to your company?
It is the company® intention to:

a. Stay small - just one person, or just a few people (max.
10 people)

b. Grow to a size where it can be comfortably managed by
its founder - say 20 people

c. Grow to a substantial operation

d. Merge or partner with another business

26. Do you think there is a need in Kingston for:

a. A Business Enterprise/Incubation
Centre (note to interviewer: this would
include accommodation to nurture the
business through the next couple of
years)

b. More specialist business innovation
accommodation (note to interviewer:
this may include the company getting
support to innovate and grow, for
example with partnership arrangements
to research institutions or other firms)

c. Other
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27. If a Creative Industries Incubation centre was to open in Kingston in the next couple
of years, would you:

a. Be seriously interested in taking space
b. Moderately curious

c. Not interested

d. Like to receive details in advance

28. Finally, what features of such an incubation centre would be most important to you?

a. Smart accommodation at typical Kingston
rents

b. Free on-site business advice and help

c. Mentoring and business training services
d. Help with finding finance

e. Help with developing new products,
processes or services

f. Opportunity to network with like-minded
businesses at a similar stage of
development

g. Other

29. Finally, are there any other comments you would like to make:

IF AN ESTABLISHED BUSINESS—ask if South London Business could contact again
in near future as part of an in-depth creative industries survey Y / N

We thank you for your time. There is at present no commitment to go ahead
with Creative Industries Incubation Centre, and your help will enable us to
recommend to the Borough whether to take this option further forward, or not.
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Appendix E
Companies Surveyed
100 % Group Ltd
8fold Limited
Ad Finem
Ar@nes Estates
Authentic Living
The Autism File
Beechwood Creative Consultancy Ltd
Biz Card Booster
Cards Dotty Ltd
Carmelocom Ltd
Carol Gillan Animals and Portraits
Demo Tape Online Ltd
Fine Lines
Funky Beanbags
Grapevine Productions
Hand Held Tours Ltd (Learning Multi Media)
Holman Design Partnership
Idexyn
JD & AD
Laserai
LinkVision
Llama Promo
Mills Pitt Associates
Miriam Reyner
N@&h Degree Design Ltd

Nu Synergy
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Phil Warren

Print Connect Unlimited
Siama Husain

The Soft Furnishing Co
Video Works

World Aviation Communications Ltd
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Appendix F
Kingston University Faculty of Art, Design & Music
Postgraduate Courses

MA Arbitration and Dispute Resolution
MArch Architecture (Design)

Graduate Diploma Architecture (Part 2 ARB/RIBA exemption)

MA Architecture (Thinking Building)
MA Landscape and Urbanism

PgDip Landscape Architecture (Part 3 LI exemption)

MA Professional Practice (Architecture)

Pg Dip Professional Practice (Architecture) (Part 3 ARB/RIBA exemption)

MSc Real Estate

MA Sustainable Futures

MA Planning and Sustainability*

MA European Real Estate (Immobilia)

MA Art and Space

MA Communication Design

MA Curating Contemporary Design

MA Design for Experience*

MA Drawing as Process

MA Fashion Design for Industry

MA lllustration and Animation

MA Interior Design for Industry*

MA Product Design for Industry*

MA Production Design for Film and Television
MA Screen Design for Film and Television

MA Art History
MA Art Market Appraisal (Professional Practice)*

MA City Culture*

MA Design History

MA Film Studies

MA Heritage Studies*

MA Visual and Material Culture*

MA Band Direction*

MA Composing for Film and Television
MA Composing for New Media

MA Ethnomusicology

MA Music

MA Music Composition

MA Music Education

MA Music Performance

MA Musicology
MA Popular Music

. /0 01223
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7.27

7.28

Appendix G
Best Practice Examples

Possibly more than any other business sector, the creative industries are
characterised by a large numbers of micro enterprises and freelancers/self-
employed, alongside a small number of very large multinational corporations offering
inward investment potential. There are loose boundaries between performing arts,
cultural management, media services and media production. Supply chains are very
volatile, dominated by short-term contract work and fashion in its broadest sense.
There is a high failure rate of new starts in the sector. Like all other economic
activities, ways of working and communicating have been transformed by the ICT
revolution. Nevertheless, companies still need access to fixed assets such as
property, ICT resources, and business services and support.

It is these drivers that have led to the establishment or planning of a number of
physical centres for the sector or related to the sector. Since the 1990s, a number of
centres have emerged with workspaces specifically designed for new and small
creative enterprises, appealing to users who have usually worked out of home
addresses, secondary commercial space or have been attached to arts venues such
as galleries or theatres. Representative examples include the Brighton Media Centre,
the Custard Factory in Birmingham, the Media Centre in Huddersfield, and the
Corsham Digital Media Park in Wiltshire. Other areas in the UK are actively looking to
develop similar projects, including Tayside, Teeside and Liverpool.

Key Facts

Started in 1992

45,000sgft in 4 refurbished office buildings

60 workspace units

Basic charges £30 per sq. ft pa inc. of all services except
communications

Voice and internet centrally purchased

Privately financed with some grant aid support

Interviewees 5 Mar 2003:
lan Elwick, Chairman, Bizvizion
Barclay Thompson, Director, Bizvizion

Page 90




7.29

7.30

7.31

7.32

7.33

7.34

7.35

7.36

7.37

The Brighton Media Centre was created a decade ago in response to a media cluster
that had grown organically in the area. The cluster is still dominated by quite small
businesses dependent on larger contracts from mainly from the London based main
commissioners of the sector. This is reflected in the profile of the occupiers of the
Centre; small sub-contractors, attracted to living in or close to Brighton.

The Centre is a completely private operation that has received encouragement from
the public sector, but quite small amounts of grant aid.

Its main attractions are its media- focused environment, the all in one price of the
modestly presented workspace, and the supply of competitively priced
telecommunication services.

Any future physical growth is likely to be as opportunistic as in the past, such as
commissioning secondary building in response to market demand. As the latter in the
current economic climate is weak, this is unlikely.

Therefore the owners of the Centre are developing a wider suite of services
applicable beyond its boundaries, based on their practical experience and knowledge
of the sector.

The BMC started operations in 1992, as managed workspaces specifically for media
and creative companies in Brighton. Brighton has a long history as a centre for media
activity, located just 60 miles from London, the UK corporate centre for publishing,
broadcasting and TV and film content production.

Reacting to a perceived need for managed units specifically for small media based
companies, brothers lan and Don Elwick privately financed the lease and
refurbishment of a four-storey secondary office block to create the Brighton Media
Centre. Their initial space of 10,000 ft2 was filled quickly, and led to expansions into
another building across the street, and a third building 400 metres away. All these
developments have been privately financed and rely upon the rental income from the
net lettable space. The exception to this was the refurbishment of an adjoining
building with Lottery funding for The Lighthouse, a separate and unconnected
training and gallery operator.

The BMC directly operates 60 workspace units in 40,000 square feet gross, 26,000
square feet net. The Lighthouse facility accounts for a further 20,000 square feet.

The centre’s buildings are in back streets, just off Queen Street, the main north-south
thoroughfare of Brighton, running from the rail station 500m north and the sea front
200m south. Parking is difficult but there are excellent nearby bus services. The
immediate area is gently decaying with secondary shopping, under-occupied offices,
and a number of small café/ restaurants. Brighton is well served by the latter, so
much so, that a café initiative in the Centre itself was unable to compete.
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7.45

7.46

7.47

The buildings are of a mixed vintage: Regency, Victorian and 1960’s offices. The
basic layouts have not been altered, just sub-divided with de-mountable partitions,
and redecorated.

Units are available from small, 100 ft2 rooms to a complete full floor of approximately
3,000 ft2. Recently about 700 ft2 has been set aside as an Accelerator Area, a rent-a-
desk service. Approximately one third of the space is common areas, including
corridors, tea and kitchen points, stairwells, and shared reception area.

An in-house management company operates the facilities. Space is let on 6 months
licences and the current charge of £30/ft2 per year is inclusive of on site
management, business and water rates, utility charges, 24/7 security, building
maintenance and insurance, generic advertising, and discounted rates for meeting
rooms and gallery space. The £30 charge compares very favourably with local,
conventional workspace rates of between £40 and £47/ft2 per year.

All workspaces have full CAT5 cabling. The BMC acts as a reseller of Internet and
telephone services, supplied by a local ISP, Fastnet, and a telephony reseller, Cable
Telecom. These services are priced competitively at least 20 % below comparable
direct supplies. There is freely available on site technical support.

Most Internet use by tenants is quite modest; 512K or less, though higher speeds
can be accommodated quite readily.

The 52 occupying companies employ over 200 people, from one-man businesses to
30 employees with most employing four or five. Tenant activity covers the full range
of subcontract media work, including film and photographic production, graphic and
web design, media recruitment and conference and event management. There is a
photographic studio business operated as a joint venture with the BMC, and a sound
studio under construction for an incoming tenant. They have rejected applications
from prospects judged not to be truly part of the media sector.

Most tenants stay about three years, though one company has remained there for 10
years. Companies that move on have generally remained in business, either
downsizing to single-person consultancies or expanding onto single sites. The largest
has expanded to 30 people, though at one time they reached 50.

Companies expand into future lets at the BMC or into conventional space elsewhere.
There is no local, move-on space specifically designed for media companies.

It is estimated that there are a further 100 media and gaming companies in Brighton
alone and a further 200 in other West Sussex locations, employing a total of 2,000
people.

The Centre has always had a waiting list, and enjoyed high occupancy rates. Though
today the list has shrunk down, there are only eight units, totalling 2,300 ft2, available.
Most occupiers have come from the Sussex area, though in recent times there have
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7.49

7.50

7.51

been relocations from central London, seeking a higher quality of life as well as the
benefits of the Centre.

Most occupiers are subcontractors to larger agencies, production companies and
marketing departments of larger businesses. On average, each occupier trades with
three or four other tenants in the Centre. The outputs and working methods of
occupiers have changed radically over 10 years, from traditional means of creating
and delivering media outputs to a digital and IP base.

Original occupiers were attracted by word of mouth and by local PR and press
activities. Now they come from referrals and the Centre’s Web site, which receives
300,000 hits a year. The Centre has very strong links with Brighton and Sussex
universities, and the national media industry. These are regarded as very strong
reasons for locating in the BMC. The Centre is also well connected with other
pubic/private agencies in the region, including Business Link, Sussex Enterprise,
SEEDA (South East England Development Agency) and Wide Sussex. The latter is a
pioneering division of Sussex Enterprise, started in 1997 to promote the use of the
Internet in the subregion. They are founder members of the Digital Content Forum,
an industry wide association established to promote digital content to larger
companies and Government.

The business relationship is that of landlord and tenant, and comms supplier with
informal advice and media introductions. There is no equity support from the BMC.

More formal support is available a separate company, Bizvizion, set up by the
founders of the Centre. Bizvizion offers consultancy services at £500 per day,
including business and industry advice, strategy development for public agencies and
practical advice relating to business planning, facility procurement and marketing for
the media industry in general. It is through this vehicle that the activities of the Centre
are widening from specific property management to services for other companies and
media park initiatives. Particular initiatives include:

The development and promotion of a practical business model for the
establishment of media centres.

The creation of a graduate programme with Brighton University, to facilitate
graduates into the media business,

Sub contract business advice services for public agencies, focused on new
media for business links, and

Telecom procurement for managed environments.
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7.53

#

The principals of the Centre are seeking to capitalise on their experience by
expanded their range of services and operating beyond the Centre itself. With similar
access to the levels of public support similar to that available in other regions (e.g.
South Yorkshire) they believe that the local cluster would be better placed to secure
contracts that are less dependent on the fluctuating fortunes of the main buying
companies.

The practical advice they would give to other centres includes:

The importance of securing a steady income stream from practical services such
as accommodation and telecoms services.

The critical requirement for start-up finance that can accommodate the high risks
of startups, the sub-contract nature of the sector and the high turnover in the
early years.

Therefore, public support should address fixed costs such as property and
business support services.

Concentrate on creating the right environment, where individuals of a similar
nature can co-locate their businesses, not necessarily to trade, but be in a
sympathetic setting. This includes the informal space such as cafes and bars
either in or close to the facility.

Though centres must prove themselves commercially, the environment should
not be diluted by non-cluster activities.

7.54 They have visited similar facilities in the USA and have noted the more aggressive

business climate. Some centres charge up to a $1m admission fees, but expect their
tenants to raise multi million-dollar equity within a matter of months.
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Accelerator- rent a desk space

Brighton Media Centre — managed workspace
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7.57

7.58

7.59

Key Facts
Started in 1995

72 workspace units in 45,000sgft in 2 renovated
warehouse

21 live-in/workspace apartments in separate building

Basic charges £12 to £15/ft2 pa ex. of rates, power
and communications

The Media Centre was created in 1995 by Kirklees Metropolitan Council to
accommodate an artist and design community that had grown organically in the area.
It is a flagship project for the town with a high physical and political profile, and the
cornerstone of a strategy focused on the sector. Key to its success has been both the
‘soft’ support environment and high design standards, including an excellent
telecommunication infrastructure for all users.

The centre is still expanding, both on adjoining sites and as a service management
company supporting companies located elsewhere and other managed workspace
operations.

The Media Centre in Huddersfield started in 1995 as a major focus of a regeneration
programme, initiated by Kirklees Council. It was responding to local demand from a
wide range of artists and crafts people living and working in and around the
Huddersfield area. These micro businesses had grown up in an area with a long
tradition of design and craftwork, much of it related to the historic woollen trade of the
town.

The Centre is located in three imposing Victorian warehouse, extensively refurbished
and fitted out with well appointed small offices, and conference and meeting room
facilities. Over the years, a small gallery and a café/bar area have been provided on
the ground floor. In the last three years, the centre has expanded into an adjoining
property of similar dimensions, supported by the common facilities of the first
building. The latest addition in the last 12 months has been the opening of live
in/workspace apartments in a third ex warehouse in the same block as the other two.

Today there are 72 workspace units in 45,000 ft2 and 21 live in/workspace
apartments.
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The Centre is well signpost and predominately located on the inside of the town
centre ring road, next to a lively traditional market and within short walking distances
of the main business district, town centre shopping and the railway station.
Immediate parking is sparse, but there are excellent nearby bus services.

The office units range from small, 100 ft2 rooms to complete full floors of
approximately 1,400 ft2. All are carpeted and have natural light, full power and
telecommunication connections. The first building had a traditional corridor and office
layout, common reception areas and conference rooms. The second building is of
more modern design with high ceilings, open brickwork and internal windows onto a
stairwell atrium.

The live in/workspace units are single room apartments with walk in kitchens and
broadband, voice and TV connections. They are let and managed by a separate
housing association.

Office space is let on 6 month and 3 year licences and the current charges of £12-
£15/ft2 per year is inclusive of on-site management, building maintenance and
insurance, and 24/7 CCTV security. Other charges such as business and water
rates, power and telecommunications are billed separately. The quoted rental level is
higher than the Huddersfield market rate of around £10-£12/ft2 for offices but only
half or less of the rates charged in Leeds.

The apartments are let for between £115 and £175 per week.

All workspaces and apartments have full CATS5 cabling. The Media Centre acts as a
reseller of Internet and telephony services, price competitively with on site technical
support. Businesses are offered a rent-free 0870 number. The main Internet pipe is
2 Mb, which appears to be sufficient for current usage by tenants.

Units are let on easy in easy out terms. There is no formal move on space connected
with the Centre. Businesses expand into generally available space in the town and
surrounding area.

$

There are 65 resident companies employing 270 people and a further 20 companies
supported virtually. The latter are located within the wider cluster community, which is
estimated to employ 1,200 people. The companies within the centre itself range from
singe person businesses, up to 10 employees, and employ a total of 270.

There are no formal restrictions on who may take the residential apartments, but
75 % of them are thought to work in the creative industries.

About a quarter of the tenants are non-profit making concerns, while the remainder
cover a wide spectrum of media-related activities, including Internet software, web
design, graphics, and multimedia design.
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It is noted that a high proportion of the principals of the companies are returnees to
the area in the 25 to 35-year old age group. These are individuals originally from
West Yorkshire who have worked away and brought their skills back to their home
area. It is estimated that 65 % trade with at least one other tenant and that most have
a national and multinational customer base.

The Centre generally appeals to young companies likely to grow their workforce from
two or three to seven to ten within a three to five-year cycle. It is thought that most
companies who leave the centre remain in business. There have only been two
known training failures in the last three years.

The Centre was originally extensively marketed by the local authority, but most
activities now are connected with local press and PR activity, the promotion of events
and exhibitions in the centre itself, and word of mouth. The centre does not use
retained agents, but does have strong links with local University and Further
Education facilities as well as the local authority and Yorkshire Forward. The Digital
Research Unit was launched in October 2002, backed by Yorkshire Arts, The Arts
Council, the University of Huddersfield and ERDF funding. This Unit commissions
digitally based artistic works, sponsors research and runs an international residency
programme; offering recipients accommodation in the adjoining apartments.

The Centre has recently started a Business Generator programme, aimed at
incubating start-up companies with rent-a-desk and advisory services. The Centre
does not invest directly in its tenants.

The Centre is now run and operated by a company limited by guarantee. Its
dependency on public assistance has declined over the years, and its income of
approximately £1 million per year now makes this Centre self-sustaining. Recently it
has secured a contract to manage the Foundry an incubator centre in Leeds.

#

The Centre has two main expansion routes. Firstly extending its management and
telecoms supply services to other incubators in the region and beyond. The Leeds
contract is the first example of this.

Secondary, further physical expansion into an adjoining site at the existing centre.
This development will involve the replacement of small derelict buildings with a
purpose built structure of approximately 27,000 square feet. It overlooks the ring road
and this prominence gives it the potential to be a landmark building for the town of
Huddersfield as a whole.

%

The Media Centre in Huddersfield is a key component in the sub regional strategy of
repositioning itself as a Centre for the media sector.

It has placed a high emphasis on design, the right environment and soft support. It is
also ensured that it is accessible to the wider business community in the sub region.
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7.79 It has a high profile in the town. It runs a prominent digital ticker-tape display at its
‘Speakers Corner’ that both advertises the Centre’s activities and carries private SMS
transmitted messages.

7.80 It does not expect its tenant companies to become very large concerns, but to be
sufficiently strong to generate further spin out companies and open up new markets
beyond West Yorkshire.

7.81 Thought increasingly financially independent it has retained excellent links with its
sponsoring authorities, and it well placed to secure necessary funding for expansion.

The Media Centre, Huddersfield
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Key Facts

Started in 1990

150 workshops, studios, galleries, cinema and retail
units in 200,000 sq. ft of 1920s factory buildings

Basic charges for studios equivalent of £15.30 per sq.
ft pa inc. of rates,

Power and communications charges separated

Voice and internet centrally purchased

Privately financed with some City Grant

The Custard Factory was rescued from dereliction by The SPACE Organisation in
1990 and originally offered to artists and theatre groups. It has since become one the
UK best examples of private regeneration of a run down inner-city area. It is a
flagship project for the town with a high physical and political profile with a growing
international reputation. A wide variety of artistic, nightlife and cultural activities are
located on the sites that are not digital in nature, but increasingly dependent on the
new technologies. It is very much as urban village.

The quarter continues to be up-graded, expanding into adjoining Victorian
commercial buildings.

As it name implies the site was the home of the home of Birds custard production
until the 1980s when it closed and then passed through a number of private hands. In
1990 it as purchased by Space Organisation as the add-on to a different deal. The
Space Organisation is privately owned by its founder, Bernie Gray, and has a quarter
century record of bringing large vacant buildings in London back into use, mainly for
artistic and cultural activities.

The restoration and conversion work carried out has been privately financed, though
the largest project, Scott House, did receive a City Grant of £800,000- one third of
the expenditure on that one element.

The factory is some 800 metres from Birmingham City Centre in Digbeth, at the
junction of rivers and railway viaducts. It has poor pedestrian links to the city centre,
but reasonable public transport links. Digbeth has suffered from the loss of multiple
small metal trades as well as the closure of large traditional manufacturers like Birds.
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The studio offices have been built in the two main factory buildings: Scott House - the
largest (100,000 ft2) and first building to be restored and The Greenhouse, second
main factory building and latest to be refurbished. There are 145 units in Scott House
and 100 on five floors in The Green House. Most are about 170 ft2 in size.

All are light and airy will full power, water services, security and dedicated
communications.

Considerable investment has taken place and is planned in the public spaces
between the different elements of the quarter.

Studio offices are let on annual licences though breaks are negotiable. The prices
quoted work out at the equivalent of £15.30/ft2 per year inclusive of onsite
management, building maintenance and insurance, and 24/7 CCTV security. Power
and telecommunications are billed separately, though connections are free. The
quoted rental level is about £10 lower than city centre rates for conventional space,
but higher than more local secondary space.

All studios are fully cabled. The main site Internet pipe is 100 Mb and 512 k is
installed as standard.

The move on space in the Factory itself.

$

There are 145 resident companies employing 350 people, covering a plethora of
performing, cultural management and design functions; from theatre groups to
architects, from web designers to craft production from training to charities. There are
also other jobs onsite relating to retail and performance.

Marketing has been carried out completely in-house, and has relied heavily on local
PR, press comment and word of mouth within the artistic community. It has benefited
from the very favourable endorsement by the local authority and central government.

#

Several expansions are planned; more studios, retail units, more galleries and a
museum in an impressive Victorian building; Devonshire House, the conversion of a
bank and library into a club and music shop respectively, and an on-site hotel. A
riverside site has been reserved for a landmark building as yet to be determined.
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The Custard Factory is not primarily a media centre, but an urban culture village, with
a wide range of artistic endeavours taking place on the site. Naturally most of these
interface with the media sector, whether through design or use of digital
technologies. However many of the success factors of the project are directly
applicable to the development of media sectors:

Strong entrepreneurial leadership and vision

The creation of the right environment for design led activities

The use of cheap premises that can be readily adapted for a mix of uses

A financial structure that can carry the early year costs

The provision of ICT as standard infrastructure
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The Custard Factory

Greenhouse studio unit
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Key Facts

- Joint Venture between IDA Ireland and Citywest
Business Campus

- Unlimited broadband provided at subsidised cost

- Home to Microsoft’s internet data centre for Europe,
the Middle East and Africa

- The Park has attracted over 80 inward investors

As part of a plan to the Thomas Street inner city area in South Dublin, the
government has established a multimedia village known as the ‘Digital Hub'. A
company called Digital Media Development Limited has been established by the
government, in partnership with Dublin Corporation, IDA Ireland, Enterprise Ireland,
business organisations and private business interests, to oversee the development of
the Hub. The concept behind the Digital Hub is to cluster activity in the areas of:

World-class research and development into enterprise in digital media
Start-up and emerging digital media companies

International flagship projects in the digital media sector, creating new links with
other international networks

A technology and learning hub for the local community, in collaboration with
education providers

A national focus for the digital media sector by forging strong links with other
clusters and with third-level institutions

The Irish government recently purchased the Guinness Hopstore and surrounding
buildings on the company’s 60-acre site as the home for the Digital Hub. The Hub will
be a home to special effects, content creation, digital TV, e-cinema, e-music, film,
video, and new digital platforms.

At the centre of the Digital Hub is the €165million Media Lab Europe (MLE), a joint
venture between the Irish government, which has committed €33million in funding for
the project, and the Massachusetts Institute of Technology (MIT). It is hoped that
additional revenue for the project can be raised through research contracts,
sponsorships and private contributions — corporate sponsors and donors at the
inception of the project included Eircom (Ireland’s incumbent telco), 360networks,
Hewlett Packard and Compag.

Officially opened in July 2000, MLE is modelled on the world-renowned Media
Laboratory at MIT and is intended to provide a world-class, interdisciplinary research
centre for researchers and students from Ireland, Europe and elsewhere. MLE is
expected to closely interact with the existing third-level sector in Ireland and Europe.
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Initially, MediaLabEurope will focus on new approaches to Internet-related
technologies and applications, including e-commerce and interactive arts and
expression applications. As a consequence, it is intended that the centre will help
ensure that Ireland will become an exciting training ground for the technological and
artistic entrepreneurs of the 21* Century, in a manner, which builds on Ireland®
strengths and traditions.

Extensive arrangements for support and assistance by the Media Lab at MIT are
being put in place to ensure that Media Lab Europe can draw on its experience and
innovative style. Within its first ten years of operation, MLE is expected to grow to
approximately 250 people, including faculty members, research staff and students.
Currently, 100 people work across eight different research and supporting areas.
MLE presently has 10,000 m2 of research space available in two 19" century
buildings.

However, the project remains in a period of establishment, with four private sector
consortia being shortlisted to develop the Digital Hub. The Number 157 building is
offering space at €17/18-20 per sq. ft base rent and is oversubscribed. However, the
government funding for the project has been cut since the bursting of the tech
bubble, from €127 million to €73 million, primarily to purchase land and property in
the area. Of the 500,000 ft2 of space, now only half of this will be office space for
digital media companies, with the other half being converted to residential, leisure
and retail space.

The Digital Hub, Dublin
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