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Executive Summary
Introduction
1.

This report presents the business case for expansion of facilities at Pinewood Studios Limited
(PSL) and the likely economic impact of the proposed Pinewood Studios Development
Framework (PSDF), which comprises the development of new sound stages, new workshop and
production suites, associated office accommodation and access roads, car parking and
infrastructure works. A qualitative and quantitative review of the existing Pinewood facilities by
CBRE and market analysis by PricewaterhouseCoopers LLP (PwC) have been used to identify the
mix of additional facilities needed to enable Pinewood to meet the growing demand and
evolving needs of the screen-based industries and remain a leader in an increasingly competitive
global market.

2.

Projections1 demonstrate that there is increasing demand for content and studio space to
deliver film, television and other screen-based productions. However, at present Pinewood’s
capacity is constrained and it is becoming increasingly difficult to accommodate large scale
productions concurrently, as producers require larger and higher sound stages and more
ancillary space to make their films. The PSDF development will enable Pinewood to meet this
demand, and in doing so will secure and strengthen its position within the international market
place. Furthermore, the expansion of Pinewood will also make a significant contribution to the
UK Government’s economic growth objectives as set out in the Plan for Growth, by enhancing
the competitiveness of a key growth sector and maximising the proven potential of the creative
industries sector to boost investment and exports.

3.

The report, which forms part of a suite of documents that will be used to support a planning
application for PSDF, presents:
an overview of Pinewood - describing its location, core activities, history, current
accommodation, recent investments and performance;
the business case for the proposed expansion and a description of the project proposals;
the economic and wider impacts of delivering the PSDF project and its contribution to
meeting Government policy objectives; and
overall conclusions regarding the proposed development.

PSL core activities and recent performance
4.

1

PSL is located in the south east of England in the county of Buckinghamshire to the western side
of the village of Iver Heath, 30km (19 miles) outside central London. Pinewood film studios was
built on the estate of Heatherden Hall and opened in 1936. In 2000, the Rank Group sold
Pinewood to a group which subsequently formed Pinewood Shepperton plc with both UK and
international interests.

PwC – Pinewood Studios: Market Review (Document Number 6)
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5.

The current buildings at Pinewood, which have been developed over 76 years in response to the
evolving needs of productions and tenants, total approximately 112,000 sq m (Gross External
Area) on a site of some 37 ha (92 acres). The premises are used by film, TV and other
productions hired on a weekly basis, tenants on leases and PSL administration and services.
They include stages, workshops and offices - some of which are multi-purpose and provide
flexible space for dressing rooms, costume storage, catering areas and crowd holding areas.
The Pinewood Studios production complex comprises:
16 stages – ranging from 160 sq m (1,720 sq ft) to 5,430 sq m (59,000 sq ft – this being the
007 stage);
2 existing high definition TV studios (plus the new Camelot facility under construction);
a dedicated underwater stage and an exterior tank with bluescreen;
9 ha (22 acres) of backlots, the studio grounds and Heatherden Hall – which are all used
regularly for outdoor film locations;
a range of buildings providing accommodation for a production’s creative, managerial,
financial and manufacturing functions – including workshops, offices and storage facilities;
and
digital content services including picture and sound editing, preview and mixing theatres,
data storage, sound transfer and picture restoration.

6.

In addition to the production accommodation there are also offices, workshops and other
premises used by both PSL for their own operations and let to tenants on short, medium and
longer term leases. These tenants, of which there are around 200, provide equipment, skills and
services to productions.

7.

Based on the mix of facilities at Pinewood, the group generates income from four key sources:
hire of stage and studio space and production related ancillary space for film and TV
production;
provision of a comprehensive package of support services including post production;
lease-backed rental income from longer-term occupiers; and
other investments including international joint ventures and film financing.

8.

The studios core business however is providing the required facilities to enable major
productions to take place. Pipeline management (i.e. tracking and management of potential
production opportunities) is therefore critical to the business, to maximise occupancy of the
facilities and ensure the right mix is available to accommodate a range of concurrent
productions.

9.

Pinewood Shepperton plc (of which PSL is a subsidiary) has performed well in recent years,
driven by a buoyant global market for production and content and has increased revenues from
£37 million in 2007 to approximately £50 million in 2011. Film revenues which are derived from
sound stages, ancillary income, digital services such as post production and international sales,
ii
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form the largest proportion of the group sales and are primarily generated from a small number
of large projects, which may each generate revenues in the region of £5 million. In 2012, film
revenues represented more than 70% of the total group income compared to 56% in 2007. As
film revenue growth is, and continues to be, a major driver of the group’s financial performance,
investment is essential to provide the quality and range of facilities that will enable the studios
to attract these large productions and continue to compete on a global scale.
10.

As a production can take up to 18 months from pre-production commencement through to
completion, depending on the range of sets, complexity of script, location filming, special
effects, post production required and availability of actors and funding, comparisons of
productions from year-to-year is inherently difficult. Furthermore, some productions may only
use the studios to film parts of the screenplay, with the rest on location, for example. However,
during 2011/12, occupancy levels for stages at Pinewood have been in excess of 90%. The
largest film production based at Pinewood Studios during 2012 was Maleficient (Disney). Other
productions which used the Company’s facilities and services during the year included Les
Misérables (Working Title/Universal), the latest Jack Ryan film, Maryland (Paramount), Fast and
Furious 6 (Universal), Kick Ass 2 (Marv Films/Kick Ass 2 Productions) and the 23rd James Bond
film Skyfall (Eon Productions/MGM/Sony Pictures) – many of which had budgets in excess of
$100 million. While the proportion of production budgets paid to the studio for stages is
approximately 4 - 6%, many other production costs also relate to the studio (for example, the
construction of sets – as these are typically built within the studio or backlot; props; and
technical costs).

The business case for expansion of PSL
11.

In recent years, the size of the film, television and video games market (i.e. screen-based media)
has been rising steadily with an increase of 17% in global consumer spending between 2007 and
2011. This rising global consumer demand for screen-based media is increasing the requirement
for specialist studio facilities of the type that Pinewood provides. Global consumer spending on
these forms of media has continued to rise throughout the recent economic downturn and this
growth is projected to accelerate to 2016. Current annual consumer spend of $576 billion is
projected to rise to $728 billion by 2016, with the growth rate for screen-based of 6.0%. Strong
performance of the film market is also highlighted by global box office receipts which now stand
at $32.6 billion (2011), 65% higher than in 2002. Films produced in the UK made up 17% of these
receipts.

12.

The economic benefits associated with screen-based industries have increased the competition
to attract large internationally mobile film and high-end television productions, as well as post
production activity. The creative industries as a whole account for 10.6% of the country’s
exports and of the 1.5m employees within the sector, 114,000 are employed in television and
radio and 71,700 in film, video and photography.

13.

The market is also being driven by the ongoing shift towards digital film technology and the
requirements of major film production companies – in particular, demand for larger studios,
with higher stages, provision of ancillary and backlot space, alongside greater levels of internet
connectivity and security.
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14.

Production costs are increasing and are being driven by the use of a greater number of sets,
more expansive and elaborate sets, more intricate props, increased use of digital editing and
special effects and larger production teams. The demand for space, in terms of both the size
and height of the studios, is also being fuelled by a move away from location filming for high
budget productions and a consequent increased demand for sets constructed within major stage
and studio facilities – which gives rise to an increased demand for ancillary space such as
workshops with increased height and production offices.

15.

Major television productions, such as high-end drama and large-scale live entertainment shows
are also driving demand. In response to consumer trends, broadcasters are investing in bigger
budget, large-scale and high quality TV productions that require extensive studio space and topend facilities such as those provided by Pinewood. The total costs for a premium drama series
can now be similar to those of a large feature film.

16.

In addition, there are a wide range of other opportunities including video games, music, visual
effects and animation that will continue to increase demand for facilities like Pinewood with the
ability to produce audio and video game content. While the growth in digital technology has
changed the way people consume entertainment and media, detailed discussions with key US
Studio Heads of Production and other production companies have clearly indicated that the use
of new technology, for example computer generated images (CGI) and 3D technology, are not at
the expense of real set construction within major stages and studio facilities. These sets remain
a core element of the film and production process, providing actors with a real sense of the
scene they are acting in.

17.

In order to capitalise on these growing markets, studios have to offer a competitive package to
attract film and TV productions. Fiscal incentives, exchange rates, the availability of skilled
labour, and the quality and size of the studios and ancillary facilities all contribute to the
decision making process. A number of other locations are investing heavily in infrastructure and
skills to compete with Pinewood and the other 10 studios2 that have produced the major feature
films with production budgets of over $100 million in the last three years.

18.

To retain its current competitive advantage therefore, Pinewood needs to respond to the
market and address the underlying lack of space. Specific considerations include the need to
take account of stage size (i.e. larger stages), stage height (with significant clearance up to 50 ft),
ancillary space (as productions often use as much or more workshop/office space as actual
shooting space), backlots (required to build substantial sets), streetscapes and the provision of
film studio complexes, that keep up with advancing digital production technology, ensure high
speed connectivity, and provide security and on-site editing facilities.

19.

PwC has prepared projections of the potential growth in UK film production expenditure under
three scenarios – inflation only case, base case and 17% market share case. These expenditure
projections have been used to derive estimates of the future amount of stage and ancillary
studio space required to accommodate the projected growth within the UK. As shown in Table
ES1 below in 2013 PwC project that £395 million of UK film production expenditure will relate to
Pinewood Studio based productions.

WB Leavesden; Longcross; Universal; Raleigh Manhattan Beach; Sony Pictures; WB Burbank; Raleigh Playa Vista; Raleigh Baton Rouge; and
Canadian Motion Picture Park

iv

Pinewood Studios Ltd
Pinewood Studios: Business Case and Economic Impact Assessment
January 2013

Table ES1: Projected UK film production expenditure
Nominal
2011

2012

2013

Act.

Est.

Inflation only case

1,259

Base case
17% market share case

Real (2013 prices)

Fcst.

2032
Fcst.

923

1,129

1,259

923

1,259

923

CAGR

CAGR

‘13-‘32

2032
Fcst.

‘13-‘32

1,806

2.5%

1,129

0.0%

1,129

2,922

5.1%

1,828

2.6%

1,129

3,502

6.1%

2,191

3.5%

Total UK film production expenditure

UK film production expenditure relating to Pinewood Studio productions
Inflation only case

395

632

2.5%

395

0.0%

Base case

395

1,023

5.1%

640

2.6%

Pinewood drive market share
growth case

395

1,457

7.1%

912

4.5%

Act. = actual, Est. = estimate, Fcst. = forecast, CAGR = compound annual growth rate. Real projections are in 2013 price terms and
are calculated by deflating nominal projections using a long-term estimate of inflation of 2.5%
Source: PwC analysis

3

20.

Assuming that the ratio of expenditure to floorspace remains the same, the projected real
growth in production expenditure can be applied to the current stage floorspace figure to
provide an estimate of the stage floorspace required in 2032 to accommodate the projected
growth. In total there is currently estimated to be some 120,000 sq m of stage floorspace in the
UK3. Applying growth in film expenditure implies that in 2032 the UK will require an additional
74,300 sq m of studio space to meet this demand under the base case and 112,900 sq m under
the 17% market share case. As productions often need more ancillary space (including
workshops and production offices) as stage space there will also be a further requirement for an
additional 111,400 – 169,300 sq m by 2032 based on the projected growth in the UK market.
These figures do not include the additional floorspace required to accommodate businesses
providing services to productions.

21.

These projections demonstrate that there is expected to be more than sufficient demand in the
market to justify the scale of the proposed PSDF development and that Pinewood’s expansion
will ensure that the UK is able to capture a proportion of this anticipated growth for the benefit
of the overall economy.

22.

The PSDF project includes development of both the existing site (West Area) and the
development of a new suite of facilities on adjacent land (East Area). The West area will include
a minor reconfiguration of existing facilities, while the East area will include new floorspace. It is
proposed to provide some 70,700 sq m of additional stage and ancillary space (including
workshops and production offices) – this would equate to 38% of the projected additional

This estimate includes stage floorspace in 3 Mills; Dragon; Ealing; Elstree; Leavesden; Longcross; The Paint Hall; Pinewood Studios;
Shepperton; Black Hangar; Black Island, and Twickenham.
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demand in 2032 under the base case and 25% under the 17% market share case. Office
accommodation for tenants serving production is anticipated to increase pro-rata with the
growth in production-related accommodation and thus the current ratio of production to tenant
accommodation will be broadly maintained.
23.

The PSDF will result in the creation of 99,030 sq m4 of new stages, workshops and offices. The
development of PSDF is anticipated to start in April 2015 and will be delivered in three phases.
The projected capital expenditure for PSDF is currently in the region of £194 million5. The
following changes have formed the basis for the financial projections.
Table ES2: Additional facilities within PSDF
Existing site (West Area)

New site (East Area)

- 2 new stages (totalling 4,645 sq m)

- 10 new stages (totalling 25,005 sq m) ranging
from 2,780 – 3,750 sq m

- Additional workshops of 4,679 sq m
- 16,730 sq m of offices for productions and
tenants within the creative industries
businesses

- 27,914 sq m of workshops

- A new multi-storey car park with 450 spaces

- Four streetscapes

- 17,725 sq m of offices for productions and
tenants within the creative industries businesses
- Surface car parking

24.

Current turnover at PSL is running at approximately £57 million per annum, which is based on
being able to film in the region of 4-5 major feature films per annum and a range of smaller
productions. With the expansion of Pinewood, there will be a two-fold increase in production
facilities which will have a significant impact on turnover and profitability. The financial
modelling undertaken for PSDF illustrates that:
the development delivers a positive ROCE (return on capital employed);
the project will deliver an improved return to shareholders; and
there is a reasonable internal rate of return (IRR) by the end of the 20 year period.

4
5

25.

Moreover they demonstrate that the development is a commercially attractive proposition that,
subject to assumptions, is likely to be able to secure finance to enable it to progress.

26.

For financial planning purposes, the model assumes an average occupancy across all facilities of
70% reaching 76% by 2032, which is considered conservative as occupancy levels for stages in
recent years has been in excess of 90%. Sensitivity analysis has been performed on the
occupancy levels, as they are a major driver for stage revenues. This illustrates that with lower
occupancy levels of 60%, PSDF continues to be financially viable.

27.

Without the development of a new site at Pinewood Studios, the Group would still wish to use
its global brand and expertise to continue to grow its business for stakeholders and look to
invest elsewhere beyond the UK in building up its facilities. The diversion of this scale of planned
investment, spin off benefits and the inward investment it would otherwise sustain would be a
significant loss to the UK economy.

This includes 2,332 sq m of other accommodation, comprising small buildings to house energy and recycling.
Based on estimates provided by Davis Langdon, cost consultants
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Economic impacts and contribution to policy objectives
28.

PSDF will generate a range of significant benefits for the local and wider UK economy – some of
which are difficult to quantify with certainty. As a result, the impact assessment considers the
broad economic contribution that Pinewood and PSDF will make to the UK and the more
narrowly defined quantified economic impacts of the existing studios and the PSDF – focusing in
particular on the employment and economic impact at a range of different spatial levels.

29.

The core UK film industry6 alone makes a substantial contribution to the national economy,
directly generating an estimated 43,900 full-time equivalent (FTE) jobs and contributing £1.6
billion to national Gross Domestic Product (GDP). In employment terms, this makes it larger
than fund management and the pharmaceutical sectors. If the core UK film industry’s
procurement, spending effects from those directly and indirectly employed and its contribution
to UK tourism, trade and merchandise sales are taken into account, it is estimated that overall
the core UK film industry supports a total of 117,400 FTE jobs, generating over £4.6 billion of
GDP.7

30.

Pinewood is an essential component of this industry. London and adjoining areas have
established themselves as a global centre for film and screen-based activity and Pinewood is at
the heart of this cluster. The studios attract substantial investment to the UK, with projections
indicating that in 2013 Pinewood Studio based productions are expected to result in £395
million of UK film production expenditure. Without Pinewood, other facilities within the wider
cluster would be expected to underperform or fail.

31.

Through the delivery of the PSDF, it is expected that the economic and employment impact of
Pinewood will increase substantially.
It is anticipated that the PSDF will:
secure private sector investment of some £194 million (2012 prices), and the creation of
99,000 sq m of new sound stages, workshops, production suites and associated
production tenant office accommodation;
support over 8,100 full time jobs in the economy including multiplier and other wider
effects, compared with almost 4,600 full time jobs at present;
assist in the creation of some 3,100 net additional jobs at the national level;
produce £392 million (2012 prices) in Gross Value Added (GVA) 8 per annum once fully
developed of which £149 million (2012 prices) per annum will be net additional at the
UK level;
result in contributions to the Exchequer of £94 million (2012 prices) per annum, with net
additional contributions of £36 million (2012 prices) per annum; and

6

7
8

The core UK film industry includes companies and individuals involved in all film production in the UK, but only includes the activities in the
distribution and exhibition sector associated with UK-made films.
Source: Oxford Economics (September 2012), The Economic Impact of the UK Film Industry.
GVA is a key measure of economic performance. It is defined by the ONS as “the difference between output and intermediate consumption
for any given sector/industry. That is the difference between the value of goods and services produced and the cost of raw materials and
other inputs which are used up in production.”
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it will generate £89 million (2012 prices) per annum in UK exports after expansion, with
£37 million (2012 prices) per annum being net additional exports at the UK level.
32.

Overall, the project will help to ensure that Pinewood Studios remains one of the premier global
brands and the first choice location for large feature films, television and screen-based
industries and, in doing so, contribute substantially to the continued success and growth of the
UK’s creative industries.

33.

Expanding the capacity of Pinewood Studios to meet growing demand and attract additional
inward investment will make a significant contribution to the Government’s overall objective of
achieving sustainable growth within the economy.
Conclusions
Rising global demand for content and production facilities

34.

The creative, film and screen-based industries are global in nature and importance. The rising
global demand for screen-based media is driving the need for additional, state of the art
production facilities that can accommodate major films, bigger budget/large scale quality
television production, and global demand for higher-end games with more cinematic
production.

35.

In response to this rising demand however international competition to attract major film
productions is growing increasingly fierce and poses a potential threat to the UK industry. While
the UK competes strongly in relation to key location criteria – fiscal incentives, exchange rates
and the availability of skilled labour, the introduction of favourable incentives in parts of North
America and investment in infrastructure by the BRIC countries has the potential to challenge
Pinewood’s competitive position.
PSL is at the ‘cutting edge’ of the industry and makes a valuable contribution to UK plc

36.

PSL has invested heavily in Pinewood in recent years through investment in the 15.2m (50 ft)
high Richard Attenborough stage, upgrades to television studios, enhanced digital connectivity
and high definition camera technology, along with its current investment in the South Dock
stage and Camelot developments. However, the existing estate provision is outstripped by the
increasing demand for large stages and workshops from productions. As a result, Pinewood’s
operational business is currently constrained and threatened by a lack of capacity, which
includes suitably sized stages with the necessary ancillary space to attract multiple major feature
film productions concurrently.

37.

Ensuring that Pinewood remains at the ‘cutting edge’ of film and television production, and able
to capture growing demand, is critical to the UK film and television industry, as studios are key
locations for film and television production in both the UK and globally.

38.

At a national level, the film and television market are recognised as being of significant and
growing importance to the economy. Expanding the capacity of Pinewood Studios to meet
growing demand and attract additional inward investment will therefore make a significant
contribution to the Government’s overall objective of achieving sustainable growth within the
economy. In addition to increased inward investment, additional capacity at Pinewood will
viii

Pinewood Studios Ltd
Pinewood Studios: Business Case and Economic Impact Assessment
January 2013

facilitate export growth, skills development and also contribute towards driving growth of SMEs
and new innovation in the sector through the established hub of businesses on site.
PSDF is financially viable and will drive growth
39.

PSDF has been designed to respond to the future needs of the industry, following extensive
consultation with key industry players. The phased expansion includes stages, ancillary
production workshops, offices and streetscapes across the existing site and an adjacent site.
PSDF investment of £194 million will significantly increase Pinewood’s production capacity. It
will enable the studio to capitalise on identified levels of demand within a buoyant and growing
market and strengthen its global competitive advantage.

40.

A business plan has been produced for PSDF which illustrates that the proposal is financially
viable. The projections indicate that from a funding perspective, PSDF is a commercially
attractive proposition that is likely to be able to secure finance to enable it to progress.
Furthermore, PSL’s executive management team has a track record of successfully delivering
large scale capital projects which include some of the world’s leading production facilities.

PSL will deliver significant economic benefits
41.

The evidence is clear that PSDF will have a significant economic benefit to the local area and the
UK economy. The Pinewood Studios site at Iver Heath in Buckinghamshire provides a unique
location for the film and television industry with a specialist range of high technology and secure
facilities, pre and post production services, and range of skills and expertise. This clustering of
facilities, services and skills together with a strong track record of supporting productions to
deliver to time and budget which is critical in today’s economic climate makes Pinewood the
global leader for major film productions. Pinewood provides a hub for creative industries and
opportunities for the development of skills and new innovation which are critical to the
competitiveness of Pinewood and the long-term future of the UK film and television industry.

42.

Without significant investment PSL is in danger of falling behind its competitors, eroding the
UK’s position as one of the global leaders within film and television production. PSL is one of the
most recognised and respected brands in production and synonymous with excellence in the
industry. It has established this reputation over many years and investment in PSDF will help to
secure this and its position as the number one destination for major film production.
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1

Introduction

1.1

Overview

1.1.1

AMION Consulting (AMION) was appointed to investigate the market and explore demand and
other drivers in order to review and contribute to an investment plan for Pinewood Studios
Limited (PSL) and to assess the likely economic impact of proposals to expand its facilities at
Pinewood Studios, Iver Heath, South Bucks (Pinewood). This work has been carried out in
parallel with other studies including a quantitative and qualitative review of the existing
Pinewood facilities by CBRE and market analysis by PricewaterhouseCoopers (PwC). These
workstreams have collectively identified the quantity and mix of additional facilities needed at
Pinewood in order for it to compete in a dynamic global market. The resulting proposed
Pinewood Studios Development Framework (PSDF) will comprise the development of new
sound stages, new workshop and production suites, associated office accommodation and
access roads, car parking and infrastructure works. The vision is to expand Pinewood Studios’
creative hub of screen-based media facilities, services, skills and technology to meet the
demands of the 21st Century.

1.1.2

Pinewood is recognised globally as one of the ‘premier’ brands in the creative industries and for
international producers. Pinewood is often their first choice for making large feature films. In
2011 fourteen films were made using Pinewood’s production facilities - of these, six had
estimated budgets in excess of $100 million each and combined box office receipts of $3.8
billion. Pinewood also attracts a range of television and other screen-based activities, including
advertising commercials, video games, animation and music videos.

1.1.3

There is increasing demand for content and studio space to deliver film, television and other
screen-based productions. However, Pinewood’s capacity is constrained and it is finding more
and more that large-scale productions cannot be accommodated as they increasingly require
larger sound stages and more ancillary workshop and office space. The PSDF development
proposals will enable Pinewood to meet the growing demand and evolving needs of the screenbased industries and remain a leader in an increasingly competitive global market.

1.1.4

The expansion of Pinewood will also contribute significantly to the UK Government’s economic
policy objectives. It will directly support the ambitions set out within the Government’s Plan for
Growth, particularly in terms of enhancing the competitiveness of the UK economy, and will
play a key role in maximising the significant and proven potential of the creative industries
sector to boost investment and exports.

1.1.5

The purpose of this report is to set out the business case for the project and to examine and
quantify its impacts in terms of private sector investment, employment, Gross Value Added,
contributions to the Exchequer and to exports and trade.

1.1.6

The economic impact assessment follows the HM Treasury’s guidance on Appraisal and
Evaluation in Central Government (the ‘Green Book’). The assessment has sought to estimate
both the gross and net additional impact of the project, in line with guidance. Consequently,
consideration has been given to who is likely to secure the benefits generated, the level of
activity that might be displaced and the possible multiplier effects that could be realised.
1
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Assumptions have also been formed as to what might reasonably be expected to happen should
the project not go ahead (the ‘reference case’).
1.1.7

This Business Case and Economic Impact Assessment report forms part of the supporting
documentation to the outline planning application for the PSDF. It is one of a suite of
documents, including an Environmental Impact Assessment and Planning Statement.

1.2

Approach

1.2.1

The approach to the Business Case and Economic Impact Assessment is summarised below.
Figure 1.1: Approach
Review of Pinewood
• Location/history
• Current accommodation and
recent investment
• Recent performance and
productions

Pinewood Studios
Development
Framework (PSDF)

Market assessment
•
•
•
•
•
•
•
•

Economic importance
Industry trends
Technology
Cluster and hub
Competing facilities
Future studio requirements
Projected demand
Implications for Pinewood

Business case
•
•
•
•

Economic Impact
Assessment and Policy
Assessment
•
•
•
•
•
•
•
•
•
•
•
•

Economic contribution
Methodology
Current economic importance
Construction employment
Operational employment
Gross Value Added (GVA)
Exchequer contributions
Exports/Balance of Trade
Wider impacts
Economic context
Growth policy
Creative industries policy

2

Financial model – expansion
Financial model – reference
case
UK growth policy
UK film policy
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1.2.2

The assignment has been informed by evidence drawn from the following sources:
PSL – management, financial and human resources information has been provided by PSL
and has been reviewed and analysed;
Professional team – as part of the development of the project, a multi-disciplinary team has
been assembled to advise PSL. This includes amongst others Arup, CBRE and quantity
surveyors Davis Langdon;
Consultations – consultations have also been undertaken with business, industry
associations, relevant organisations, local community and specific experts;
Market review – a detailed market assessment and forecasts have been prepared by PwC;
Sector specific reports and data – a wide range of reports have been reviewed and data
sources analysed, including the British Film Institute’s Statistical Yearbooks;
National and sub-national policy – a review has also been undertaken of national and subnational policies, including those related to the creative industries; and
National data sets – a range of published socio-economic data sets have also been analysed
including the Office of National Statistics (ONS) Annual Population Survey, ONS Lower Layer
Super Output Area (LSOA) population estimates, Annual Survey of Hours and Earnings and
Business Demography data.

1.3

Structure of report

1.3.1

The report continues in a further four sections, as follows:
Section 2 – presents an overview of Pinewood, including its location, its core activities,
history, current accommodation, recent investments and recent performance;
Section 3 – sets out the business case for the proposed expansion and a description of the
project proposals;
Section 4 – assesses the economic and wider impacts of delivering the PSDF project, as well
as its contribution to meeting policy objectives; and
Section 5 – sets out the conclusions of the report.
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2

Pinewood Studios

2.1

Introduction

2.1.1

This Section sets out details of the location, history and current facilities at Pinewood. It also
summarises Pinewood’s core activities, its recent investments, recent financial performance and
an overview of major productions at Pinewood.

2.2

Location and history

2.2.1

Pinewood is situated in the village of Iver Health, Buckinghamshire, located 8km North East of
Slough, 6 km West of Uxbridge, 10 km from Heathrow Airport and 30km from Central London.
The site lies on the North West edge of the village and is located between housing to the East
and the woodland forming Black Park Country Park to the West, with open fields to the North
and South. Vehicular access is provided from Pinewood Road via a central entrance road and
gatehouse, whilst a secondary entrance lies approximately 150m further south.

2.2.2

Pinewood was built on the estate of Heatherden Hall, a large Victorian manor house with
extensive grounds. After a succession of private residents, the Hall was converted to a Country
Club in 1934. Shortly afterwards the property was put up for sale by auction and purchased by a
consortium of leading business people of the day including J Arthur Rank with the intention of
creating the UK’s first purpose-built, state of the art film studio. Pinewood opened in
September 1936 and soon led film industry innovation by enabling several films to be made
simultaneously.

2.2.3

In 2000, the Rank Group sold Pinewood to a group which subsequently formed Pinewood
Shepperton plc with both UK and international interests.

2.3

Current facilities and investment

2.3.1

Current accommodation

2.3.1.1

The current buildings at Pinewood total approximately 112,000 sq m Gross External Area (GEA).
They range in age from 1935 to 2012 and have evolved with the needs of the studio’s clients.
The existing Pinewood site totals some 37 ha (92 acres).

2.3.1.2

Table 2.1 sets out a summary schedule of the existing buildings (including temporary
workshops) by use. This excludes the proposed new South Dock stage and Camelot
developments.

4

Pinewood Studios Ltd
Pinewood Studios: Business Case and Economic Impact Assessment
January 2013

Table 2.1: Schedule of existing buildings
Building type/use

Floorspace (Gross External Area)
Sq m
%

Stages and studios

32,360

29

Workshops

28,335

25

Offices

43,586

39

Other

7,462

7

Total

111,743

100

Source: Arup and Pinewood

2.3.1.3

The floor area is allocated to three categories of user - film, TV and other productions (60%),
permanent tenants and PSL administration and services. All three uses are interspersed across
the estate, although productions are predominantly situated in the north west and permanent
tenants in the older southern area.

2.3.1.4

The premises allocated for production provide a mix of film and TV production areas which are
hired on a weekly basis. The premises provide production space known as stages, workshops
and offices. The offices are multi-purpose and provide flexible premises for dressing rooms,
costume storage, catering areas and crowd holding areas.

2.3.1.5

In terms of production accommodation, the current Pinewood Studios complex comprises the
following (all area sizes GEA):
16 stages totalling 26,236 sq m, which comprise:
8 large stages ranging from 1,577 sq m to 5,430 sq m (the largest being the 007
Stage);
6 medium stages ranging from 820 sq m to 1,120 sq m;
2 small stages (160 sq m, 295 sq m);
2 existing high definition television studios totalling 2,170 sq m and a smaller third studio of
290 sq m earmarked for Camelot;
a dedicated underwater stage (1.2 million litres, 618 sq m);
exterior tank (paddock) with bluescreen (3.7 million litres, 3,046 sq m);
approximately 9 hectares (22 acres) of backlots, which are used for the erection of external
sets – these are in three areas: the North Lot, the Paddock Lot and the Orchard Lot;
the studio grounds and Heatherden Hall which provide regularly used permanent outdoor
film locations;
a range of buildings providing accommodation for a production’s creative, managerial,
financial and manufacturing functions; these include workshops, offices, art departments,
dressing rooms, wardrobe areas, meeting rooms and storage. CBRE has identified that the
typical ratio of space required for a film between stages and ancillary space is now 1:1 and
this was confirmed during interviews with the US studios/production companies; and
5
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digital content services, including picture and sound editing, preview and mixing theatres,
data storage, sound transfer and picture restoration.
2.3.1.6

The requirement for workshops and stages has evolved as the nature of feature films changes.
As sets become larger, the workshops must cater for these developments and provide higher
working heights, wider working areas and suitable loading doors. A number of recent
productions have begun using the workshops as linear production lines, where teams specialise
in a certain process and the sets / props move through the building. As a result of the level of
demand, temporary accommodation has been heavily used – with some 6,600 sq m (71,000 sq
ft) of temporary workshop space. However, the use of backlot area in this manner does
minimise the land that can be used for external sets and car parking.

2.3.1.7

Offices, workshops and storage premises are also let on short and medium term leases (with a
minimum period of one year) to tenants. These occupiers are categorised as major ‘anchor
tenants’ or small and medium-sized enterprise (SME) tenants. Productions have priority over
any vacant space, which is reallocated when required. There are around 200 tenants who lease
space on the estate and the accommodation is over 95% occupied. Further details about these
tenants are included in Section 4.4.

2.3.1.8

Pinewood occupies a number of workshops, offices and other premises for their own
operations, such as the post production services, administration, estate maintenance and
storage. These properties are also dispersed across the estate.

2.3.1.9

There are a number of designated car parks on site. However, Pinewood has lost the ability to
locate car parking around its site – which is a vital function. In general congestion on the site is
disruptive to productions and tenants.

2.3.2

Recent and forthcoming investments (non PSDF)

2.3.2.1

PSL has invested significantly in Pinewood over recent years. In April 2012, the purpose-built
2,800 sq m (30,000 sq ft) Richard Attenborough Stage was opened to serve the needs of both
film and television production. It is the highest Stage at 15.2 m (50 ft) and the second largest at
Pinewood. Also in 2012, Pinewood completed upgrading its TV1 and TV2 studios with
investment in digital workflow equipment, improved cameras and technology to aid the
continued migration from standard definition (SD) to high definition (HD), and the shift to
tapeless production. Pinewood has invested in new water filming facilities including Europe’s
first studio-based, permanently filled underwater filming stage.

2.3.2.2

In 2012, the PSL Board decided to invest in a new South Dock stage with ancillary production
workshop and offices. The total gross development will be approximately 5,200 sq m and
construction has commenced. An additional small scale office development (gross) of
approximately 1,350 sq m has also been approved by the Board. Both developments require
demolitions of existing buildings in the region of 4,300 sq m. Construction commenced in 2013.

2.3.2.3

PSL has also invested significantly in digital connectivity in collaboration with Sohonet to ensure
that productions benefit from a secure and efficient digital environment. This applies right
across the entire production chain, from acquisition through production, post production and
distribution. Sohonet allows productions to bypass the public Internet and the risks associated
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with it (such as piracy, viruses, unreliability and unpredictability). It offers high bandwidth
connectivity for the global entertainment industry.

2.4

Pinewood’s core business

2.4.1

Making a film and television production

2.4.1.1

A film or television production often requires the skills of hundreds of people and a vast array of
specialist facilities and technology. In addition to the core services of producers, actors,
directors, caterers, camera technicians, sound specialists, costume designers and wardrobe
supervisors and make-up artists, any production is dependent upon a wider pool of specialists.
This includes carpenters, plasterers, riggers, scenic artists, sculptors, props and set dressers and
on-set operational specialists such as gaffers9, electricians, camera grips and operators and
sound recordists. A typical Pinewood production will involve the employment of hundreds of
individuals and the use of a large amount of space for filming, set production and support
services.

2.4.1.2

A summary of the key stages involved in the film making process from script to screen are set
out below and included in Document No 4 (Pinewood Studios: Behind the Scenes) in more
detail:
Stage 1: Development (involves: screenplay development, hiring a director and casting of
lead roles);
Stage 2: Pre production (involves the formation of the film production company, assembly
and hiring of the crew, casting, story boarding, location planning and scheduling, budgeting
and insurance);
Stage 3: Production (includes cinematography and sound recording);
Stage 4: Post production (adding visual and digital effects, editing, sound/recording/dubbing
and sound mixing); and
Stage 5: Release (which requires screening to producers and in some cases text screened,
theatrical release and DVD, Blue-ray, video-on-demand and download release).

2.4.1.3

9

In addition to the provision of high quality production services and facilities, Pinewood also
supports pre and post production services and the wider development of a media, film and
television supply chain which extends beyond core production services. For example, Pinewood
Studios provides a wide range of post-production services including full digital content services,
preservation and archiving of media assets, audio and picture post production and preproduction services including script development and project funding. These services are either
provided directly by Pinewood or by tenants located on the Pinewood Studios site. Pinewood’s
role in aspects of the pre and post production makes a significant contribution to the wider
development of the industry and the development of the hub at Pinewood.

Head electricians
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2.4.2

Pinewood’s operating model – pipeline management and revenues

2.4.2.1

Whilst Pinewood has a range of revenue sources, its core business is providing the required
facilities (including stages, production offices, production workshops and back lot space) to
enable major productions to take place. Pipeline management (the tracking and management
of potential production opportunities) is critical to the business to ensure that usage or
occupancy of the facilities is maximised, that the mix of facilities is optimised and that it can
accommodate in the region of two major productions at any one time. Pinewood’s relationship
with its major clients10 is crucially important in successfully managing its pipeline and driving
financial performance. This is especially important as there are also times when the lead in time
between a firm booking and start on site is quite tight.

2.4.2.2

Each film is different but the production process of a major film has similar characteristics. All
productions hire sound stages on a weekly basis with revenues calculated on the basis of a
weekly tariff multiplied by a discount factor which is at the discretion of Pinewood. For business
planning and operational management purposes, Pinewood management assumes an average
occupancy level across all facilities of 70% per annum.

2.4.2.3

Other revenues are driven by the occupancy of sound stages with productions increasingly
having more ancillary requirements for workshop space, production offices, wardrobe areas,
make-up areas and outside production space. These are calculated on a weekly basis driven by
space occupied.

2.4.2.4

Film production tends to use a lot of space for several months at a time but the creation of
other content such as high end television is resulting in more continuous use of studios and
other space due to the high number of episodes and series. The choice of production location is
influenced by tax incentives. This will become increasingly important to the UK and Pinewood
should globally competitive tax incentives for high end television, games and animation be
introduced in the UK.

2.5

Pinewood recent financial performance

2.5.1

Pinewood Shepperton plc (the Group or PSP) is one of the world’s most successful providers of
studio and related services to the global film and television industry and includes PSL as one of
its key subsidiaries, which is 100% owned by the Group. The Group has a clear growth strategy
which is to:
optimise the use of its existing facilities;
enhance its studios through improvement and expansion; and
develop other opportunities that provide benefits to the Group.

2.5.2

10

The expansion of Pinewood is essential to the Group’s and PSL’s growth strategy.

Major clients include studios such as Disney, Fox, Warner Bros, Paramount, Sony, Universal, Marvel and Working Title (film) and Endemol,
Talkback Thames, Sky and Celador (television)
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2.5.3

The Group has performed well in recent years with increasing annual revenues and EBITDA11 as
summarised in Table 2.2. Group sales reached £63m for the 15 months ending 31 st March
201212 (equivalent to £50 million over a twelve month period), which is an increase of £13
million on 2007 (a 35% increase). This has been driven by the growing global market for
production and content as discussed further in Section 3.2.

2.5.4

The Group’s profitability has also improved considerably with an increase in EBITDA to almost
£18 million for the 15 months ending 31st March 2012 (equivalent to £14 million over a twelve
month period) which is an increase of £3 million (a 27% increase) on 2007.

2.5.5

The Group generates its income from four key revenues sources:
provision of studio space and production related ancillary space for film and television
production;
providing a comprehensive package of support services including post production services;
rental income from lease-backed occupiers; and
other investments including international joint ventures and film financing.

2.5.6

From a reporting perspective it splits its income under the three core headings of film, television
and tenants (see Table 2.2).
Table 2.2: Pinewood Shepperton plc – Profit and Loss Summary (£m)
2007
12 months ending

2008

2009

2010

2011

2011/2012

31/12/2007

31/12/2008

31/12/2009

31/12/2010

31/12/2011

15 months
ending 31/3/12

Revenues:
Film

19.5

24.2

22.6

29.1

35.9

44.9

Television

12.1

12.7

11.3

8.2

8.3

10.1

5.8

6.0

6.3

6.2

6.5

8.0

37.4

42.9

40.3

43.4

50.7

63.0

Cost of sales

(22.6)

(26.2)

(24.7)

(26.0)

(29.7)

(38.1)

Gross profit

14.8

16.7

15.6

17.4

21.0

24.9

Other costs

(6.6)

(8.3)

(7.9)

(8.4)

(10.6)

(11.7)

8.2

8.4

7.7

9.0

10.4

13.2

11.1

12.0

11.4

12.8

14.0

17.7

Tenants
Total

Operating profit
EBITDA
Note: may not sum due to rounding

11
12

Earnings before interest, taxation, depreciation and amortisation
The group changed to year end from 31st December to 31st March during the financial year ending 2012
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2.5.7

Film revenues form the largest proportion of Group sales representing more than 70% of total
Group income in 2012 compared to 56% in 2007. Film revenues are of increasing importance to
the financial performance of the Group with Pinewood being the key source of film revenues.
Figure 2.1 illustrates the importance of film revenues to the Group which is growing year-onyear as a percentage of total Group sales.
Figure 2.1: Group revenue analysis (%) - 2007 and 2011

2007 - Film accounts for 56% of
total Group revenues

2011 - Film accounts for 71% of
total group revenues

Tenants
13%

Tenants
14%
TV
16%
TV
30%

2.5.8

Film
56%

Film
71%

Film revenues are typically derived from several sources including:
sound stage revenues which are driven by occupancy levels, with PSL currently achieving in
excess of 90% in recent years for stages which is considered to be at full capacity and
creates difficulties in managing the production pipeline. Revenues are based upon a rental
charge adjusted for discount rates offered to clients;
ancillary income such as workshop and office accommodation sales which are essential to
support major productions (driven by space used charged on a weekly basis);
digital services such as post production, digital and physical media storage, management
and distribution of content); and
international sales which are principally fees from overseas activities.

2.5.9

Film revenues are primarily generated from a small number of large projects with a major
production expected to generate revenues in the region of £5 million. This means that film
revenues can vary significantly each year due to the timing of these productions. Occupancy
levels in 2011/12 have been in excess of 90% for stages, which is exceptionally high for the
industry with studios typically basing occupancy across its facilities on 70%. Such high levels of
occupancy can create issues with regards to availability of the required stages, availability of
ancillary space, vehicle access, security and uncertainty on the availability of production
services, as well as general overcrowding.

10

Pinewood Studios Ltd
Pinewood Studios: Business Case and Economic Impact Assessment
January 2013

2.5.10 Television income is traditionally more stable year-on-year compared to film. It is typically
cyclical in line with the economy, reflecting wider pressures on budgets and advertising spend which is reflected in the annual television revenues. Revenues have been fairly flat in recent
years, decreasing from a high of £12.7 million in 2007 to £8.3 million in 2010 reflecting the
economic downturn and reduced advertising spend. However, television income increased in
2011 to £10.2 million. An upgrade of television specific facilities such as HD equipment is
considered to be a high growth area for the Group. In addition, television revenues associated
with high-end dramas may significantly benefit from the outcome of the current review of tax
incentives to support high-end television productions.
2.5.11 Tenant revenues form a steady income stream for the Group and are derived from rental and
service charge income for use of facilities on site. Revenues have remained fairly static in recent
years due to space constraints. Tenants represent just less than 13% of total Group income
compared to almost 14% in 2007.
2.5.12 PSL continues to be the most significant of the Group’s subsidiaries contributing 53% of total
Group revenues. Film revenues continue to be the major income source and a high growth area
for PSL. Over the last five years PSL’s film (including post production) revenues have increased
by almost 84% from £12.8 million in 2007 to £23.6 million in 201113. Film revenue growth is,
and continues to be, a major driver of the Group’s financial performance with investment
essential to continue to provide the quality and range of facilities to complete on a global scale.
Table 2.3 details PSL revenues over the last five years.
st

Table 2.3: Pinewood Studios Ltd Revenue Analysis for the year ending 31 December
2006

2007

2008

2009

2010

2011

£m
Film services (inc post production)

12.3

12.8

15.1

15.6

16.3

23.6

TV studios and services

4.3

4.6

4.4

4.6

4.4

4.5

Tenants

4.9

4.9

4.9

5.5

4.9

5.4

21.5

22.3

24.4

25.7

25.6

33.5

Total

2.5.13 Average stage occupancy has been in excess of 90% in recent years (with a peak of 95% in
2011), which combined with the timing (commencement and completion) of a number of major
productions has generated significant film revenues at Pinewood. Pipeline management is
critical to sustaining occupancy and revenues and such high levels of occupancy make this very
challenging.
2.5.14 The Group has increased its EBITDA year-on-year and has a good track record of managing its
operating and other costs. Its operating cash flows are strong, with customers paying a
percentage of stage fees on booking and a further percentage when production commences. A
significant feature of the Group’s cash flow is its capex with high levels of variation year-on-year
depending upon its investment schedule.
13

Based upon 15 month period and prorated over a 12 month period for comparison purposes (the Group changed its year end from 31st
December to 31st March in 2011)
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2.5.15

Pinewood’s balance sheet has a high level of asset backing. The Group’s tangible assets had a
net book value of £119.6 million as at the 31st March 2012. Of which £48.8 million was freehold
land and £58.4 million freehold buildings. Set against the value of Pinewood’s property, the
Group had net debt of £50.4 million as at the same date, made up of £38.4 million of net debt
within the Group itself and £12 million consolidated as the Group’s share of joint venture debt.

2.6

Recent productions

2.6.1

A production will usually be completed within 18 months from pre-production commencement,
but this will depend upon the range of sets, complexity of script, location filming, special effects,
post production required and availability of actors and funding. This makes any comparison of
productions year-to-year very difficult with productions often spanning the calendar year end.

2.6.2

During 2011 and 2012 a number of major films have been produced, or were part way through
being produced at Pinewood. The largest film production during this period was Maleficient
(Disney), but a number of others, many of which had budgets in excess of $100million included:
Sherlock Holmes: A Game Of Shadows (Warner Bros; Village Roadshow; Silver Pictures)
Harry Potter and The Deathly Hallows Part 2 (Warner Bros)
Captain America: The First Avenger (Marvel Films)
Hugo (GK Films);
X-Men: First Class (Bad Hat Harry; Donners’; Marvel)
Pirates Of The Caribbean: On Stranger Tides (Jerry Bruckheimer Films, Walt Disney Pictures)
Les Misérables (Working Title/Universal);
Maryland (Paramount);
Fast and Furious 6 (Universal);
Kick Ass 2 (Marvel Films/Kick Ass 2 Productions); and
Skyfall – the 23rd James Bond Film (EON Productions/MGM/Sony Pictures).

2.6.3

Given the size and duration of these films, the productions often use a wide range of facilities at
the studio. For example, the major Universal / Working Title production of Les Misérables,
directed by The King’s Speech’s Oscar-winning director, Tom Hooper, recently finished filming
at Pinewood using Stages F, L, M, the Richard Attenborough Stage and the Underwater Stage,
as well as TV 1 and 2, South Dock and Car Park 3.

2.6.4

Many of the films made at Pinewood are what the industry terms ‘manufactured films’, which
involve substantial set construction. Box 2.1 uses a case study of Pirates of the Caribbean: On
Stranger Tides to illustrate the extensive sets involved.
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Box 2.1: Pirates of the Caribbean: On Stranger Tides
This fantasy action adventure used most of the stages at Pinewood to build sets such as The
Captain’s Cabin on B Stage, the Captain’s Daughters pub on E Stage, the exterior of the
longboat at Whitecap Bay on H stage, the interior of St James' Palace on R Stage and the cave
for the Fountain of Youth on 007 Stage. Just behind the 007 Stage on the Pinewood backlot
was an atmospheric recreation of a mid-18th century London dockyard street. The street’s
architecture reflected several eras, from Tudor and Elizabethan half-timber to stone and
wooden structures, all meticulously detailed right down to period graffiti. “There are really
amazing crafts people here in England, and this is their heritage,” remarked John Myhre
(Production Designer). “This is a world that they’ve lived in, so everyone in the art department
was very excited about the details and ideas that they had. The street is built out of wood and
plaster, but they found a few beautiful old beams from the period, cast and modeled them,
and used those as the basis for the set.”
2.6.5

The studios’ post-production facilities were also used by films during 2011 and 2012, including:
Hanna, (Marty Adelstein);
Never Let Me Go, (Fox Searchlight);
The Angels' Share, (Entertainment One; Sixteen Films);
Hysteria, (Informant Media; Beachfront; Forthcoming Publications); and
Dredd, (Lionsgate).

2.6.6

Filming and production facilities at the studios are also extensively used by television production
companies. In 2012 these included:
Love Machine (Series 2) – Sky Living;
Cuckoo – BBC 3;
Would I Lie To You (Series 6) – BBC One;
Angelos Epithemilou Show – Channel 4;
New Tricks (Series 9 and 10) – BBC One HD;
Got To Dance (Series 3) – Sky 1 HD (Live);
Everything's Rosie (Series 4) – Cbeebies; and
Strictly Underwater Sport Relief – BBC 1 HD.

13

Pinewood Studios Ltd
Pinewood Studios: Business Case and Economic Impact Assessment
January 2013

3

Business case for expansion

3.1

Introduction

3.1.1

This section of the report considers the case for expansion in terms of the market for film and
screen-based industries, drawing in particular upon the recent review of screen-based media
conducted by PwC14. It goes on to summarise the results of the business planning undertaken
by PSL and the resulting expansion proposals – the PSDF. It also sets out what would be
expected to happen if the PSDF application was not granted (the reference case).

3.2

Market assessment - creative, film and screen-based industries

3.2.1

Economic importance

3.2.1.1

In recent years, the size of the film, television and video games market (i.e. screen-based media)
has been rising steadily with an increase of 17% in global consumer spending between 2007 and
2011. This rising global consumer demand for screen-based media is increasing the requirement
for specialist studio facilities of the type that Pinewood provides. As shown in Figure 3.115,
global consumer spending on these forms of media has continued to rise throughout the recent
economic downturn and this growth is projected to accelerate to 2016. Current annual
consumer spend of $576 billion is projected to rise to $728 billion by 2016, with the growth rate
for screen-based media of 6.0%.
Figure 3.1: Global entertainment and media revenue, 2007 - 2016

14
15

Note: The market figures quoted in this section are in nominal prices.
Source: PwC Pinewood Studios: Market Review (Document No.6).
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3.2.1.2

The positive performance of the film market is highlighted by global box office receipts. These
have increased significantly over the last ten years. In 2011 they were worth $32.6 billion
globally, an increase of $800 million on 2010 and 65% higher than they were in 2002.16 UK
produced films made up 17% of these receipts, up from 14% in 2010. The increase in box office
receipts has been coupled with record levels of production expenditure and year-on-year
growth in employment levels.

3.2.1.3

Screen-based media revenue more generally is forecast to increase in all regions globally, with
PwC projecting that the large emerging Brazil, Russia, India and China (BRIC) markets will all
experience growth in excess of 10% per annum. The rate of growth in global consumer demand
for screen-based content is expected to continue to be greater than for many traditional media
and entertainment formats.17

3.2.1.4

The economic benefits associated with screen-based industries have led to the competition to
attract large internationally mobile film and high-end television18 productions, as well as postproduction activity, becoming increasingly fierce. New studio complexes are being developed
globally, including in Australia, South Africa and North America, and the use of fiscal incentives
to attract investment is widespread.

3.2.1.5

In terms of the film market, the UK is the third largest country by revenues, accounting for 7%
($6 billion) of the global market in 2011. The USA is the largest country (35%), followed by
Japan (10%).19 The UK is also the third largest country by revenues in terms of the television
market, accounting for approximately 5% of the global market (the USA accounts for 39% of
total revenues, with Japan accounting for 12%).20

3.2.1.6

Given their market size and growth, film and television are recognised as being of significant and
increasing importance to the UK economy. This is demonstrated through the sectors’
contribution to UK trade, with the creative industries as a whole accounting for 10.6% of the
country’s exports (television and radio account for 2.6% and film, video and photography
account for 1.9%). Around 1.5 million people are employed within the creative industries,
representing 5.1% of UK employment – 114,000 are employed in television and radio and
71,700 are employed in film, video and photography..21

3.2.2

Industry trends
(i)

Film

3.2.2.1

Film productions, in particular big budget films demand premium studio facilities such as
Pinewood. Global film revenue is forecast to grow at about 3% Compound Annual Growth Rate
(CAGR) between 2011 and 2016.

3.2.2.2

The application of new technologies is an important factor behind this overall growth. Box office
revenues are increasingly driven by the roll-out of applications such as digital projection and the

16
17
18
19
20
21

Source: BFI Statistical Yearbook 2012
Source: PwC Entertainment and Media Outlook 2012
High end television is defined as high quality television drama costing £1m per hour of programme running time
Source: BFI Statistical Yearbook 2012
Source: Ofcom, International Communications Market Report 2011
Source: DCMS (December 2011), Creative Industries Economic Estimates Full Statistical Release.
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growth of 3-D cinema, whereas the development and expansion of digital channels22 is behind
the forecast return to growth of the home entertainment market.
3.2.2.3

Box office revenues are forecast to increase by 6.3% per annum between 2011 and 2016. While
developed economies are expected to grow, growth will be particularly evident in the BRIC
countries (especially China at 23.5% per annum).

3.2.2.4

Although US-produced films account for the majority of global box office takings, the UK’s
market share has been rising and in 2011 stood at 17% of the global theatrical market ($32.6
billion). Both the US and UK film industries continue to benefit from the rapid box office growth
and demand for English-language film and content in emerging markets.

3.2.2.5

In 2011, an estimated 95% of films with budgets above $20 million were US or UK
(co-)productions. It is these films and particularly major films with budgets of $100 million or
more, that are the more likely to require premium facilities such as Pinewood.

3.2.2.6

The number of major films with budgets of over $100 million continues to rise - from 8 in 2001
to 23 in 2011 (see Figure 3.2). By August 2012, the number of major films stood at 24. While
the 2008 credit-crunch led to a decrease in the number of US films being produced, these were
generally $20m - $50m budget productions. The larger core market for premium film studios
like Pinewood has held up well and, indeed, grown with the UK attracting sustained inward
investment.
Figure 3.2: Major (>$100m budget) film releases, by production budget 2001-2012

3.2.2.7

22

Since 2006, the UK Government has made available the tax relief for films because it recognises
the importance of the industry to the economy. Between 2006/07 and 2010/11, 100 tax credit
claims (valued at £390 million) were made by films with budgets greater than £20 million.

Particularly where they are providing new means to access content – including downloads to rent or buy, as well as access via subscription.
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3.2.2.8

The UK Government has also entered into bilateral film agreements with other territories. For
example, it recently signed a bilateral Film Co-production Treaty with Brazil strengthening
collaboration in film and supporting growth in the creative industries. Both Governments agreed
that film is a powerful medium which shapes global perceptions of countries, and noted that
production companies in both countries see the potential for films which appeal to an
international audience in an increasingly competitive international marketplace.

3.2.2.9

Overall, the film industry needs to continue to provide new high quality content in order to
satisfy growth in consumption. In particular consumer demand for major films and an expanding
global consumer base are fuelling requirements for high-end production facilities.

3.2.2.10 In parallel with increasing consumer demand for content, production costs are increasing and
are being driven by the use of a greater number of sets, more expansive and elaborate sets,
more intricate props, increased use of digital editing and special effects, and larger production
teams including special effects teams. The demand for space – in terms of the both the size and
height of the studios – is also being fuelled by a move away from location filming for high
budget productions and a consequent increased demand for sets constructed within major
stage and studio facilities. This also gives rise to an increased demand for ancillary space such
as workshops with increased height and production offices.
(ii)

Television

3.2.2.11 Major television productions, such as large scale live entertainment shows, are also driving
demand for larger studio facilities such as those provided by Pinewood.
3.2.2.12 Television broadcast revenues are forecast to continue to increase in all regions, with the global
market expected to grow by 6.4% per annum between 2011 and 2016. The UK television
industry has had significant success globally, with programming exports increasing by 23%
between 2009 and 2011 to £1.5 billion.
3.2.2.13 In response to consumer trends, broadcasters are investing in bigger budget, large-scale and/or
high quality TV production that requires extensive studio space and top-end facilities. Total
production costs for a premium drama series can now be similar to those of a major film. For
example, Sky is increasing its investment in new content. In addition, the US cable providers,
such as HBO, Showtime and Starz expend substantial budgets on major episodic dramas.
3.2.2.14 As budgets and production values increase, certain programmes (for example, premium dramas
and live entertainment shows) require larger and more sophisticated studios. This is placing
further demand on the UK’s limited supply of large modern stage facilities. Recent additions to
Pinewood’s studio and stage facilities (such as the Richard Attenborough Stage and the current
investment in the South Dock stage) have been designed specifically to meet the demands of
both film and TV production.
3.2.2.15 Given the success of the film tax relief, the UK government is also currently consulting on
targeted tax reliefs for animation, high-end TV and video games. Based on the experience of
the film tax relief, it is envisaged that the UK will potentially benefit in three ways:
prevention of UK production moving overseas;
increased inward investment by overseas producers; and
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increased spend on content currently produced in the UK - research23 has forecast that a tax
incentive targeted at scripted UK Television productions budgeted at £1 million per hour or
more would attract over £350 million of additional spend in the UK per year.
(iii) Other
3.2.2.16 There are a wide range of other opportunities including video gaming, music, visual effects and
animation. Video games accounts for an estimated $60 billion of consumer spending worldwide
in 2012. Global demand for video games increased by 7.2% per annum between 2007 and 2011
and is forecast to continue to grow at 7.2% per annum between 2011 and 2016. Higher-end
games with more cinematic production are forecast for robust growth that will continue to fuel
demand for facilities like Pinewood with the ability to produce audio and video game content.
3.2.3

Technology

3.2.3.1

For over half a century, productions intended for a theatrical cinema release were shot on
35mm film and many directors and cinematographers uphold the value of its properties in
conveying a moving narrative – tone, grain, texture, warmth and versatility in capturing
movement, light and shade. These properties are being acquired by digital photographic
equipment as it develops and there is no doubt that the logical advantages of converting to the
digital camera will prevail. The evidence is in the global market for domestic and commercial
stills photography which is now almost entirely digital.

3.2.3.2

There are now over a hundred television channels broadcasting 24 hours a day in digital format
via terrestrial aerial, satellite dish or cable delivery. Television programmes can be downloaded
via the internet to a PC or mobile phone. Films are available not just on DVD and Blue Ray discs,
but via satellite, cable, terrestrial channels and the internet. With high-speed connectivity, it
takes 16 seconds to download a pre-recorded video. In one week, there are thousands of hours
of moving images available to any owner of a conventional television set with a digital receiver.

3.2.3.3

This switchover to digital has meant that in the future, whereas canisters of 35mm film used to
be delivered to projection rooms, and what can be screened is limited by how many physical
copies of a film are in the country, digital ‘prints’ are easier to transport and will be sent over
the internet. They can also be encrypted to thwart pirates.

3.2.3.4

Cinemas are committing to using the new technology to show a broader range of films on a
regular basis, giving many more people the chance to see specialized films - smaller productions
and art films. The UK is one of the most expensive countries in the world in which to release a
film. While major films are released simultaneously nationwide (and across multiple
international territories at the same time) with over 2,000 prints, most of the specialised films
are issued with less than 20 prints due to the relatively high 35mm print costs.

3.2.3.5

Traditional 35mm film prints can cost around £1,000 each. In contrast, digital copies can be
distributed at a substantially lower cost allowing film companies to increase the number of films
available to cinemas around the country.

23

RSM Tenon, Scoping Paper:High-End TV scripted Production Incentive, 2011
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3.2.3.6

3.2.4

The growth in digital technology is expected to continue. More use is being made of Computer
Generated Images (CGI) and of 3-D technology. However, the detailed discussions with the
major US Studios and production companies clearly indicated that the growth in digital and
other technologies was not adversely affecting the need to use studios and build large sets.
Indeed, there was evidence that technological changes were increasing the demand for larger
and higher stages, with greater levels of power and internet connectivity. This reflects the
experience of Pinewood Studios, which have seen increased demand in conjunction with the
changes in technology in recent years. It is clear, therefore, that whilst the use of special
effects and CGI are increasing this is not at the expense of real set construction within major
stages and studio facilities. These sets remain a core element of the film and production
process, providing the actors with a real sense of the scene they are acting in. This requirement
also, for example, supports the case for high quality permanent sets, such as street scenes.
Cluster and hub

3.2.4.1

Clusters and hubs are critical to the innovation and growth of the creative economy and, more
specifically, screen-based industries. There are major advantages associated with clustering for
the creative industries (particularly given the large number of freelancers within the sector),
including the ability to share ideas and collaborate with like-minded people, develop new
products and services, and to identify, respond to and create new market opportunities. These
in turn lead to wider economic benefits including increased competitiveness, higher productivity
and profitability, innovation, employment growth, and new business creation (agglomeration
effects). A key distinguishing feature of a successful cluster is interconnectivity between
individuals and businesses through supply chains, informal networks, recruitment practices, or
formal collaboration processes. Notwithstanding the growth of new information and
communications technologies, geographical proximity remains a key factor in supporting the
development of such linkages.

3.2.4.2

Analysis undertaken by PwC of the geospatial distribution of companies, employment and
suppliers involved in the UK film production industry provides strong evidence of a distinct
industry cluster in the Greater West London region. For example, all of the major film
production studios in the UK are located in or around Greater London, particularly on the west
side, and approximately 60% of Pinewood’s general supply base is located within 50km of
Pinewood Studios. Moreover, around 65% of total employment in the motion picture industry
is located in Greater London.

3.2.4.3

The Greater London area has a significant depth of skilled crew and specialists, including in
visual effects and post production. One US studio consultee noted that the quality and depth of
talent in London is increasing – ‘creating a generation of film makers’. However, while London is
seen as an attractive place to make films, another US studio noted the problem of securing
available stage space.

3.2.4.4

PwC’s analysis of the Greater West London Film production cluster suggests that it exhibits
many of the characteristics of a hub-and-spoke model “with Pinewood Studios as the main hub,
supported by the other studios as smaller hubs and an extensive network of co-located
suppliers”. Pinewood Studios is identified as the dominant organisation in the cluster, based on
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total studio space, maximum individual studio size, number of stages and number of
blockbuster films produced. It is expected that Pinewood will continue to operate as the
leading UK facility, given its ability to best meet the requirements of major productions.
3.2.4.5

Pinewood Studios has developed a unique hub comprising its studio and post-production
facilities plus accommodation for around 200 tenant companies and their approximately 750
employees. Almost 70% are considered to be directly involved in production activity with the
remainder (30%) providing support goods and services to the film, media and screen-based
industries. Recent consultation24 and survey work has highlighted the importance of this ‘hub’
in terms of offering a ‘one stop shop’ to studios and production companies. This also
distinguishes Pinewood from any of its UK competition and most of its international competitors
- providing facilities and services that offer a cost effective location for international film and TV
production.

3.2.4.6

In addition to the benefits of co-location and collaboration reported by the tenant companies
themselves, over half (56%) of the tenants reported that their business was dependent on joint
working with other firms at Pinewood.

3.2.4.7

Almost all of the tenant companies interviewed (92%) said they intend to remain at Pinewood
but half of the companies do not think their existing premises will meet their future needs, due
to expansion plans. Increased capacity to accommodate staff was cited as the key issue (59%),
followed by the need for dedicated on site car parking (41%) and increased storage capacity
(36%). 70% of the companies interviewed expect their turnover to increase or increase
substantially, and only 5% of companies reported declining markets. The remainder reported
either static or growing markets25. As a result, employment on site by those companies
interviewed is expected to increase by 38.5% in 3 years’ time.

3.2.4.8

From the original growth of Hollywood onwards, all the evidence suggests that clusters and
hubs are essential in facilitating growth and promoting innovation in the film, television and
screen-based industries. The UK cluster is focused on Greater West London, and Pinewood
Studios in particular, is a core and essential component of it - recognised as a unique hub of
international significance. Given the benefits associated with clustering, building on the current
strengths of the Greater West London cluster through investment at Pinewood is likely to have
the most significant impact in terms of supporting the continued growth of the sector within the
UK and building on its global competitiveness.

3.2.5
3.2.5.1

24

25

Competing facilities
A number of factors are important for film producers when appraising a location. These include
fiscal incentives, exchange rates, the availability of skilled labour, and the quality and size of its
studios and the ancillary facilities. Pinewood scores highly on each and it currently has a distinct
competitive advantage.

All of the major US Studio Executives interviewed to inform the recent market analysis underpinning the development of the Pinewood
Studios Development Framework commented on the benefits of Pinewood offering a ‘One Stop Shop’.
Film market (63% growth); TV (50% growth); Other creative (42% growth) and other industries (57% growth)
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3.2.5.2

PwC note that 11 studios worldwide (4 UK; 6 US; 1 Canada) have produced major films with
production budgets over $100 million in the last three years, with Pinewood the leader by
number of films produced. The market is intensely competitive globally with other locations
investing heavily in infrastructure and skills. In North America, the competitive landscape has
changed as favourable tax incentives in Canada and in Louisiana and Georgia are attracting
investment instead of the traditional base in Hollywood, where the vast majority of studios are
now used for television productions. These areas will in turn, present a significant challenge to
Pinewood’s competitive position.

3.2.5.3

While there has been substantial investment, and a number of new studios are being opened in
Australia, Spain, Russia, China, Hungary and South Africa, most studios outside the UK, US and
Canada are currently considered ‘second tier’ options, and are often used as over-spill facilities
(for example, for secondary production units). However, as Pinewood has been running at, or
close to capacity, this has provided opportunities for these areas to attract investment and
establish their credentials – which could impact on Pinewood’s position in the longer term.

3.2.5.4

Within the UK, there are a number of other studio complexes that provide facilities for both film
and TV26, but only Pinewood offers the scale of facilities to produce a number of major
productions at any one time.

3.2.5.5

In recent years however, Pinewood's competition within the UK has grown particularly from the
newly-renovated Warner Bros (UK) Leavesden Studios. In 2010 Warner Bros (US) purchased the
Leavesden site to develop it into a permanent UK major film studio. The development is
reported to have cost in the region of £100 million and involved the construction of two new
stages. While these stages are currently used for the visitor centre and the Harry Potter
Exhibition, which will continue for the forseeable future subject to demand, they were designed
for filming in the future - providing an additional 13,500 sq m (145,000 sq ft) of floorspace, to
complement the existing facilities (approx. 23,500 sq m/250,000 sq ft) which have undergone
significant refurbishment. The site also benefits from a backlot of 100 acres and car parking.

3.2.6

Future studio requirements

3.2.6.1 A key element of reviewing the market context involved detailed discussions with 13 major
studios and production companies in the US, including all of the major customers of Pinewood,
to identify future studio requirements. The headline conclusions are that the future demand for
facility space is forecast to grow and the number of major movies is anticipated to increase, but
there is increasing pressure to avoid budget over-runs. This means that producers are likely to
select studios, such as Pinewood, that provide more certainty of delivery.
3.2.6.2 Pinewood customers have identified a number of areas for improvement. These tended to
reflect an underlying lack of space and included a need for increased production capacity
(including greater flexibility of stages), more backlot and ancillary space, and improved security.

26

Pinewood; Leavesden; Longcross; Elstree; Shepperton; Three Mills; Black Island; Ealing; Black Hangar; Twickenham (all based in London and
surrounding areas); Dragon Studios (Cardiff); The Paint Hall (Northern Ireland)
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3.2.6.3 Specific changes for future space requirements are likely to include:
stage size - newer studio facilities typically have larger stages in response to the growing
demand for bigger studio spaces. There is also increasing demand for stages of 2,787 sq m
(30,000 sq ft) and greater for major films;
stage height - producers are increasingly looking for production space with significant
clearance able to accommodate larger sets up to 50ft. This compares with 35ft in pre-war
‘legacy’ studios and, until the development of the 50ft Richard Attenborough Stage, a
maximum 41ft at Pinewood;
ancillary space - major films often use more ancillary space than actual shooting space,
suggesting that any expansion of production space would also a significant expansion of
studio and ancillary facilities;
backlot space - required to build substantial sets. The limited availability of backlot and ad
hoc space is a potential threat to Pinewood’s competitive position as such facilities are
increasingly in demand from major productions;
streetscapes - these are outdoor location street scenes set amongst the studio complex.
Typical locations include popular cities, historic street scenes and hard to access filming
locations such as Downing Street. These are increasingly seen as a key component of global
studio facilities and are considered to be a major advantage by the key US film producers;
and
film studio complexes - the need to keep up with advancing technology is critical in
retaining a competitive edge. This includes digital production technology, connectivity,
security (and the ability to ‘seal off’ productions) and on-site editing facilities.
3.2.6.4 Efficient management of studios will increasingly require a ‘mixed market’ approach. While film
production tends to use a lot of space for a short period of time, creation of other content such
as high-end TV could result in more continuous use of studios due to the high number of
episodes and series. In particular increased investment in the UK by major US TV producers
(especially in light of any new tax incentives) is likely to drive this more continuous demand.
Furthermore, major studios/production companies may seek to enter into longer-term
relationships with studio facilities.
3.2.7

Projected demand

3.2.7.1 PwC has prepared long-term projections for the potential growth in UK film production
expenditure (see Appendix A of Document No 6 – Pinewood Studios: Market Review). The
projections are presented under three different scenarios as follows:
(i) Inflation only case - in which production grows at a long-term estimate of inflation. This
scenario could be achieved if the industry does not invest in new capacity, but it would need
to maintain the existing assets;
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(ii) Base case - in which productions grow based on trends in entertainment and media
spending growth. In order to capture this growth, the industry would need to utilise existing
capacity even more efficiently and invest in additional capacity;
(iii) 17% market share case - this involves the UK growing its market share to a sustainable 17%
of global film box office revenue by 2032. In 2011, the UK achieved a 17% share, although
this is projected by PwC to have fallen to 14% in 2012. Between 2002 and 2011, box office
receipts for UK produced films averaged 12% of global box office receipts. In order to
achieve the 17% level, the UK film industry would require a significant increase in capacity.
3.2.7.2 Table 3.1 sets out a summary of PwC’s projections of UK film production expenditure. In 2013,
PwC project that some £395 million of UK film production expenditure relates to Pinewood
Studio-based productions. The 2032 projections of potential UK film production expenditure
related to Pinewood Studios are not constrained by the availability of appropriate
accommodation.
Table 3.1: Projected UK film production expenditure
Nominal
2011

2012

2013

Act.

Est.

Real (2013 prices)

Fcst.

2032
Fcst.

CAGR

CAGR

‘13-‘32

2032
Fcst.

‘13-‘32

Total UK film production expenditure
Inflation only case

1,259

923

1,129

1,806

2.5%

1,129

0.0%

Base case

1,259

923

1,129

2,922

5.1%

1,828

2.6%

17% market share case

1,259

923

1,129

3,502

6.1%

2,191

3.5%

UK film production expenditure relating to Pinewood Studio productions
Inflation only case

395

632

2.5%

395

0.0%

Base case

395

1,023

5.1%

640

2.6%

Pinewood drive market share
growth case

395

1,457

7.1%

912

4.5%

Act. = actual, Est. = estimate, Fcst. = forecast, CAGR = compound annual growth rate. Real projections are in 2013 price terms and
are calculated by deflating nominal projections using a long-term estimate of inflation of 2.5%
Source: PwC analysis

3.2.7.3 The PwC expenditure projections have been used to derive estimates of the future amount of
stage and ancillary space required to accommodate the projected growth. These estimates have
been calculated as follows:
(i) Total UK production expenditure in real terms is projected to grow by £699 million under
the base case and by £1,062 million under the 17% market share case - an increase of 62%
and 94% respectively (see Table 3.2).
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Table 3.2: Projected growth in UK film production expenditure
2013 fcst

2032 fcst

Change 2013 2032

% Change 2013 2032

Base case

1,129

1,828

699

+62%

17% market share case

1,129

2,191

1,062

+94%

£m (2013 prices)

Note: subject to rounding

(ii) In total, there is estimated to be some 120,000 sq m of stage floorspace in the UK27.
Assuming that the ratio of expenditure to floorspace remains the same, the projected real
growth in expenditure can be applied to the current stage floorspace figure to provide an
estimate of the stage floorspace required in 2032 to accommodate the projected growth.
Table 3.3 sets out projected demand for stage floorspace.
Table 3.3: Projected demand for stage floorspace sq m
2013 fcst

2032 fcst

Change 2013 - 2032

Base case

120,000

194,296

74,296

17% market share case

120,000

232,879

112,879

Note: subject to rounding

(iii) As well as increased demand for stage space, there will be a need for more ancillary space
including workshops and production offices. At present, the ratio of stage to ancillary space
at Pinewood is 1:1.5. Applying this ratio to the stage floorspace projections in Table 3.3
provides an indication of the projected demand for ancillary space (see Table 3.4).
Table 3.4: Projected demand for ancillary floorspace sq m
2013 fcst

2032 fcst

Change 2013 - 2032

Base case

180,000

291,444

111,444

17% market share case

180,000

349,318

169,381

Note: subject to rounding

3.2.7.4 Table 3.5 sets out the projected demand for stage and ancillary space based on the PwC
projections of UK film production expenditure. Therefore, in total between 186,000 sq m and
282,000 sq m of additional production-related (stages and ancillary space) would be required to
meet projected demand. Pinewood’s expansion will ensure that the UK is able to capture a
proportion of this anticipated growth28.

27

28

The estimate of current UK studio floorspace comprises (sq m): 3 Mills (10,100); Dragon (4,600); Ealing (2,100); Elstree (5,600); Leavesden
(25,900); Longcross (8,900); The Paint Hall (5,900); Pinewood Studios (32,400); Shepperton (15,500); Black Island (4,200); Black Hanger
(3,400); and Twickenham (1,400).
Under the PSDF (See Section 3.4) is proposed to provide some 70,700 sq m of additional stage and ancillary space (including workshops and
production offices) that would equate to 38% of the projected additional demand in 2032 under the base case (70,700/185,740 *100) and
25% under the 17% market share case (70,700/282,197 *100). Office accommodation for tenants serving production is anticipated to
increase pro-rata with the growth in production-related accommodation and thus the current ratio of production to tenant
accommodation will be broadly maintained.
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Table 3.5: Projected demand for stage and ancillary space sq m
2013 fcst

2032 fcst

Change 2013 - 2032

Stages

120,000

194,296

74,296

Ancillary space

180,000

291,444

111,444

Total

300,000

485,740

185,740

Stages

120,000

232,879

112,879

Ancillary space

180,000

349,318

169,318

Total

300,000

582,197

282,197

Base case

17% market share case

3.2.7.5 These figures do not include the additional floorspace required to accommodate businesses
providing services to productions. These will be located both on and off studios. However, it is
evident that there will be a substantial increase in demand.
3.2.8

Implications for Pinewood

3.2.8.1 The implications of the market assessment for Pinewood are as follows:
there is rising world demand for screen-based media (film, television and games);
the US and UK film industries continue to benefit from rapid box office growth in emerging
markets, due to the demand for English-language films;
among all of the films produced, the number of major releases with production budgets
over $100 million – which are likely to use premium studio facilities – has continued to grow
and is now approaching 25 per annum;
in television, consumer demand has been particularly focused on large-scale entertainment
programmes (such as live talent shows) and high-quality drama, which often require large
studio facilities;
total production costs for premium drama series can now be similar to those of a major film;
Pinewood is recognised as one of the few premium production facilities around the world by
the major US studios and production companies. The UK production companies interviewed
confirmed Pinewood’s premier position, with one noting that it is ‘the major studio that is
recognised throughout the world’;
the UK and London in particular is recognised as an attractive place to make films and
screen-based content;
Pinewood is currently operating at or near full capacity, but its key customers are looking for
more space at Pinewood. There is more demand for studio capacity in the UK than there is
supply;
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there is potential additional demand from television (including live television and, subject to
the proposed tax incentives high-end television), independent films (including those funded
through Pinewood Films), and other screen-based activities, including video games, music,
visual effects and animation; and
in order to meet the rising global demand and address the significant and growing global
competition Pinewood needs to expand. Expanding Pinewood will benefit from the critical
mass of existing facilities and the on-site hub of skills and services.

3.3

Business plan

3.3.1

The expansion plan for Pinewood has been informed by detailed business modelling. PSDF will
almost double the production capacity at Pinewood Studios and provide the type, range and
scale of facilities that are required by the growing number of major film, television and screenbased industries which, research has confirmed, increasingly require larger/taller stages with
extensive workshop, production offices and post production facilities.

3.3.2

Expansion at the scale envisaged will enable Pinewood and the UK to maintain its global
leadership in providing studio and related services to the film and screen-based industries.

3.3.3

There are five key reasons why Pinewood needs to expand its production capacity:
(i)

Increased demand - the production market is buoyant and growing and the proposal for a
new tax incentive from 1 April 2013 for animation, high-end television and video games
would further increase demand for studio and supporting space if implemented. In Section
3.2, the market review has demonstrated that Pinewood can capitalise on its global brand
strengths and attract more investment to the UK by providing additional capacity. The
increase in the demand for content is a major factor in the conception of PSDF.
Market research has confirmed that building on the platform of the existing studios and
expanding on adjacent land is consistent with the requirements of a number of key
customers.

(ii)

Capacity constraints - an audit of facilities at Pinewood undertaken by CBRE has
confirmed, inter alia, that the existing estate provision is not sufficient to meet the scale of
demand. Pinewood’s operational business is constrained from growing and will continue
to be threatened by the lack of provision of larger stages and ancillary space to attract the
growing number of major feature film productions concurrently.

(iii)

Industry requirements - productions increasingly need modern larger stages which
existing facilities cannot accommodate. PSDF will enable Pinewood to meet the future
demands of the industry and remain competitive and at the leading edge of production.

(iv)

Profitability – Pinewood Studios continues to be profitable, however this will be
threatened by a lack of investment in additional facilities. The 20-year business plan
model for Pinewood Studios, which includes the investment of some £194 million in PSDF,
demonstrates that additional investment will secure the longer term financial viability of
the Studios.
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(v)

Cluster development - the Pinewood Studios site provides a unique location for the film
and television industry with a specialist range of high technology and secure facilities, pre
and post production services, and range of skills and expertise. This hub of facilities,
services and skills together with a strong track record of supporting productions to deliver
to time and budget which is critical in today’s economic climate, makes Pinewood the
global leader for major productions.

3.3.4

Current turnover at PSL is running at approximately £57 million per annum depending upon the
timing of major productions. With the expansion, there will be a two-fold increase in
production facilities which will have a significant impact on turnover and profitability.

3.3.5

The financial projections prepared for PSDF support the assertion that the scheme is viable and
indicate that:
the development delivers a positive Return on Capital Employed (ROCE)29,
an improved return to shareholders; and
reasonable Internal Rate of Return (IRR) performance by the end of the 20 year period.

3.3.6

The projections illustrate that from a funding perspective, the development is a commercially
attractive proposition which, subject to assumptions, is likely to be able to secure finance to
enable the development to progress.

3.3.7

The PSDF financial model assumes an average occupancy base rate across its facilities of 70%
which increases gradually to a peak of 76% at the end of the 2031/32. 70% is considered to be a
conservative occupancy and reflects the mix of facilities used by productions. Occupancy levels
in recent years are considerably above the 70% base position, with stage facilities achieving
occupancy levels in excess of 90%.

3.3.8

Sensitivity analysis has been performed on occupancy levels, which is the major business driver
or stage revenues and other revenues. Variances to sound stage occupancy will not only impact
upon stage revenues but also ancillary revenues, with the main one being accommodation
revenues derived from workshops and production offices. These sensitivity analyses illustrates
that, with lower occupancy levels of 60% PSDF continues to be financially viable.

3.4

The PSDF proposals

3.4.1

The scheme details

3.4.1.1 PSDF includes development of both the existing (West Area) site and of new facilities on
adjacent land (East Area). The West Area will include a (minor) reconfiguration of existing
facilities (where this is feasible given current land use and the need for business continuity).
Further details of this are included in the Planning Statement.
3.4.1.2 The proposed development on the West Area and on the new East Area is set out in Table 3.6,
which illustrates the total net existing floorspace across the site after adjustment for South Dock
29

Return on Capital Employed
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and Camelot. Both of these developments will take place before PSDF. In total, the PSDF will
result in the creation of twelve new stages – two on the West Area and ten on the East Area. As
well as workshops and offices, the development will also include new multi-storey and surface
car parking.
Table 3.6: Site analysis of West and East Area sites – Pre and Post PSDF
30

Stages

Workshops

Offices

Subtotal

Other

Sq m

Sq m

Sq m

Sq m

Sq m

Total
Sq m

EXISTING (baseline)
West site

32,360

28,335

43,586

104,281

7,462

111,743

-

-

-

-

1,054

1,054

32,360

28,335

43,586

104,281

8,516

112,797

1,601

(1,008)

631

1,224

-

1,224

-

-

1,350

1,350

(320)

1,030

1,601

(1,008)

1,981

2,574

(320)

2,254

West site

4,485

2,207

14,239

20,931

(593)

20,338

East site

25,005

27,914

17,725

70,644

1,854

72,498

Total PSDF

29,490

30,121

31,964

91,575

1,261

92,836

63,451

57,448

77,531

198,430

9,457

207,887

East site

31

Total existing
SOUTH DOCK AND CAMELOT (net change)
South Dock
Camelot
Total South Dock and Camelot
PSDF (net change)

32

TOTAL (existing, South Dock and Camelot, PSDF)
Total

3.4.1.3 The PSP Board has recently approved the development of a new stage on the South Dock and
new offices for Camelot and this is under construction. This accommodation is already included
within the pre-PSDF floorspace figures in Table 3.6, these developments are underway and
independent of the planning decision in relation to PSDF. For the avoidance of doubt, South
Dock and Camelot are not included within PSDF and the demolitions totals in Table 3.6.
3.4.2

Indicative Phasing

3.4.2.1

The development of PSDF is, as noted, expected to take place across three phases (fifteen years)
which have been determined based on anticipated market demand, funding criteria, planning
considerations, operational issues and impact on existing business activities across Pinewood
Studios.

3.4.2.2

Indicative phasing of development33 is as follows:

30

Note: other floorspace under PSDF includes a range of uses, such as energy and recycling plants. In order to adopt a cautious approach this
floorspace has been excluded from the calculations of employment accommodated.
31
This includes Sauls Farm
32
The net change figure presents additional space after demolitions have been taken into account.
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Phase 1 – 5 years: 2015/16 - 2019/20;
Phase 2 – 5 years: 2020/21 – 2024/25; and
Phase 3 – 5 years: 2025/26 – 2029/30.
3.4.2.3

Based on the submission of a planning application in early 2013, and having regard to the
possibility of a public inquiry, it is anticipated that development work can start on site in
financial year 2015/16 (commencing 1st April 2015).
Phase 1 - will involve offices on the existing site, along with multi-storey car parking. In
addition, on and off site works and construction of half of the new stage facilities and
associated production ancillary space on the new site can commence. A large proportion of
the off and on site works will be required in Phase 1.
Phase 2 - will include the remaining half of new stage facilities on the new site plus offices.
Additional on and off site works are included as accommodation is developed. Production
facilities will be developed across Phase 2, i.e. it is assumed that physical construction and
works will take place across a number of years within Phase 2.
Phase 3 - will include further demolition and construction of stages and ancillary facilities on
the existing site. This work will be completed following the availability of stages and other
facilities on the new site which will enable decanting of existing users and rescheduling of
production. Phase 3 will include the final component of office development on the existing
site. Remaining on and off site works are included. Production facilities will be developed
across Phase 3.

3.4.2.4

Table 3.7 illustrates the phasing across the East and West Areas (GEA sq m) for stages,
workshops and offices.
Table 3.7: Indicative phasing across the East and West sites (GEA sq m, excluding demolitions34)
All GEA sq m

Total

W

E

Total

W

E

Total

W

E

Total

Stages

-

12,090

12,090

-

12,915

12,915

4,645

-

4,645

4,645

25,005

29,650

Workshops

-

12,407

12,407

-

13,507

13,507

4,679

2,000

6,679

4,679

27,914

32,593

14,130

1,775

15,905

-

7,725

7,725

2,600

8,225

10,825

16,730

17,725

34,455

478

1,354

1,832

-

500

500

-

-

-

478

1,854

2,332

14,608

27626

42,234

-

34,647

34,647

11,924

10,225

22,149

26,532

72,498

99,030

Total

35

Phase 3

Total

Other

34

Phase 2

E

Offices

33

Phase 1
W

35

The financial model for PSDF is for a 20 year period which includes three financial years before the start of Phase 1 development and 2
years post completion of Phase 3.
Demolitions total 6,194sq m
Other accommodation (total 2,332 sq m) includes small buildings on site such as energy and recycling buildings.
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3.4.3
3.4.3.1

Projected capital expenditure
Based upon the above scheme, PSDF capital expenditure has been projected, by cost
consultants Davis Langdon, to be circa £194 million including contingency and professional fees
over a 15 year period in three phases. The expenditure profile is set out in Table 3.8.
Table 3.8: PSDF capital expenditure summary (£k)
East Area

West Area

Total

Stages

39,162

8,325

47,487

Workshops

25,625

5,379

31,004

6,930

-

6,930

16,170

27,672

43,842

-

6,237

6,237

Sub-total

87,887

47,613

135,500

Off site costs

13,576

-

13,576

On site costs

41,979

3,008

44,987

Sub-total

55,555

3,008

58,563

Total

143,442

50,621

194,063

Net of professional fees and contingency

124,193

43,827

168,020

Streetscapes
Offices
Multi-storey car park

3.4.3.2 Table 3.9 shows the phasing of expenditures which is sub-divided into these phases.
Table 3.9: PSDF capital expenditure phasing summary (£k)
Phase 1
Stages

Phase 2

Phase 3

Total

18,935

20,227

8,325

47,487

Workshops

9,883

16,828

4,293

31,004

Streetscapes

2,310

4,620

-

6,930

23,631

16,170

4,041

43,842

6,237

-

-

6,237

Sub-total

60,996

57,845

16,659

135,500

Off site costs

11,035

1,270

1,271

13,576

On site costs

24,983

17,880

2,124

44,987

Sub-total

36,018

19,150

3,395

58,563

Total

97,014

76,995

20,054

194,063

Net of professional fees and contingency

83,995

66,662

17,363

168,020

Offices
Multi-storey car park
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3.4.3.3

The expenditure requirements and costs have been based on recent construction costs for
similar facilities across Pinewood Studios, the current tender returns for the South Dock stage,
advice from the Davis Langdon and property market advice from CBRE. Key cost assumptions36
are:
stage facilities - £1,356 per sq m – which equates to some £3.8m for a 2,795 sq m stage
(30,000 sq ft);
workshops and production offices – between £650 and £900 per sq m;
other offices for tenants - £1,400 per sq m for higher specification developments and £1,150
for lower specification;
multi storey car parking - £12,000 per space and £1,500 per space for surface parking; and
streetscapes and backlots.
All expenditure figures quoted are based upon the cost assessment undertaken by Davis
Langdon.

3.5

Reference case – PSDF application not granted

3.5.1

Without development of a new site at Pinewood Studios, PSP would have to consider other
alternatives to ensure its competitiveness and profitability and to continue to deliver a growth
in stakeholder value.

3.5.2

Large productions are increasingly demanding larger and taller stages combined with more
workshop and office accommodation which is placing significant pressure on studios that are
capacity constrained and/or have limited options to expand onto adjacent land. In the absence
of PSDF investment therefore, PSL will need to reconfigure its existing smaller stage portfolio, at
least cost, into other ancillary production space such as workshops and offices to enable it to
continue to meet industry demands. However, if planning permission is not granted for the
PSDF, Pinewood will not be able to maintain its position as a global leader for the largest scale
productions.

3.5.4

As the PSP’s Board has already approved the South Dock stage development and the Camelot
development and construction has commenced, both of these will continue as part of the
reference case. However, these existing investments will not enable the Group to increase
revenues in the longer term. In the absence of additional investment in facilities, progressively
less capacity and a diminishing ability to attract major productions to the UK, the
competitiveness of Pinewood will come under increasing pressure. At best, it is envisaged that
the performance of Pinewood would remain static in the short-term, but in the longer term
there is a real potential, that the studios would decline. The development of other overseas
facilities including stages, workshops and offices by other competitors will further impact upon
PSL’s ability to drive revenue growth if it cannot provide the range of accommodation required
by large scale productions.

36

Cost assumptions/rates as listed are exclusive of a contingency, professional fees, demolition costs, site works and rain
attenuation/harvesting measures. However the tables are for all costs are inclusive of these.
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3.5.5

If the PSDF proposals do not go ahead, the Group would still wish to use its global brand and
expertise to continue to grow its business for stakeholders and look to invest elsewhere beyond
the UK in building up its facilities. The diversion of this scale of planned investment, spin off
benefits and the inward investment it would otherwise sustain would be a significant loss to the
UK economy.
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4

Economic impacts and contribution to policy
objectives

4.1

Introduction

4.1.1

The PSDF will generate a range of significant benefits for the local and wider UK economy. In
many cases these impacts are difficult to quantify with any certainty. Consequently, this impact
assessment initially considers the broad economic contribution that Pinewood and, in
particular, the PSDF will make to the UK. It then goes on to assess the more narrowly defined
quantified economic impacts of the existing studios and the PSDF. These estimates are
considered to be cautious and to understate the full impact of the proposed project.

4.1.2

The narrow economic impact assessment focuses upon the anticipated employment and
economic impact at the local authority, parliamentary constituency, Local Enterprise
Partnership (LEP) and UK level. It considers the scale of both the gross and net additional
benefits at each of these spatial levels. This section also assesses the extent to which the PSDF
will contribute to the delivery of policy objectives.

4.2

Economic contribution of Pinewood and the PSDF

4.2.1

Contribution to the UK economy

4.2.1.1 The core film industry37 alone makes a substantial contribution to the UK economy and PSL is an
essential component of this industry. London and adjoining areas have established themselves
as a global centre or cluster for film and screen-based industries. The area has a significant
depth of skilled crew and specialists, including, for example, in visual effects and post
production. Pinewood, and its constituent facilities, is at the heart of this global centre.
Pinewood is the premier brand and attracts substantial investment to the UK. Without
Pinewood other facilities within the wider cluster would be expected to underperform or fail.
4.2.1.2 The core UK film industry is estimated directly to generate 43,900 full-time equivalent (FTE)
jobs, contributing £1.6 billion to national Gross Domestic Product (GDP), making it, in
employment terms, larger than fund management and the pharmaceutical sector. If the core
UK film industry’s procurement, spending effects from those directly and indirectly employed
and its contribution to UK tourism, trade and merchandise sales are taken into account, it is
estimated that overall the core UK film industry supports a total of 117,400 FTE jobs, generating
over £4.6 billion of GDP.38
4.2.1.3 Table 4.1 and the subsequent sub-sections set out the findings of Oxford Economics’ report on
contribution of the core UK film industry to GDP, employment and tax revenues.

37

38

The core UK film industry includes companies and individuals involved in all film production in the UK, but only includes the activities in
the distribution and exhibition sector associated with UK-made films.
Source: Oxford Economics (September 2012), The Economic Impact of the UK Film Industry.
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Table 4.1: Economic contribution of the core UK film industry
Total contribution to
UK GDP, 2011 (£m)

Total contribution to
Exchequer revenues,
2011 (£m)

Employment impact
in 2011

Direct

1,600

500

43,900

Multiplier

1,600

470

43,900

Total

3,200

970

87,800

100

20

500

1,000

230

21,000

Promotion / trade

100

20

1,500

Merchandising

200

110

6,600

4,600

1,300

117,400

British film box office effect
Tourism

Total

Source: Oxford Economics (2012) – taken directly from Report

4.2.1.4

The PwC projections indicate that in 2013 Pinewood Studio based productions are expected to
result in £395 million of UK film production expenditure.

4.2.1.5

The UK television sector has also grown over recent years and is now valued (in terms of
revenue) at £12.3 billion, up £579 million on 2010.39 Overall, revenues have increased by 17%
over the period 2005 to 2011. This increase in revenues has been driven by growth in the
television subscription market, with subscriptions now making up 42% of total revenues. Total
spend on UK content was around £5.5 billion in 2011. This was an increase of 10% on 2007, up
from £4.9 billion. As of 2011, a total of 50,150 people were employed in the TV industry,
compared to 41,800 people in 2000.40

4.2.1.6

Continued investment in crucial infrastructure is essential if the UK is to retain its position in the
growing and increasingly competitive global market and therefore maintain and grow the above
economic and wider benefits. The PSDF will contribute significantly to maintaining and growing
these impacts.

4.2.2
4.2.2.1

39
40

Exports
In 2010, it was estimated that the total exports of the UK film industry amounted to £2.1 billion,
with a further £1.7 billion of exports attributable to the television industry. Significantly, the
value of film imports into the UK in 2010 was £500 million, meaning that the film industry made
a net contribution of £1.6 billion to the UK balance of payments. The contribution of the film
industry to total UK exports is disproportionately large, with the film industry’s share of total UK
export earnings (0.5%) being higher than its share in UK GDP (0.3%). A significant proportion of
these export earnings can be attributable to activity located at Pinewood, particularly given the
number of major films produced at the studios. Through the implementation of the PSDF,
Pinewood’s share of export earnings and the total size of UK film industry exports are expected

Source: Ofcom, Communications Market Report 2012
Source: Skillset, Labour Market Intelligence Profile, December 2011
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to increase as a result of attracting more internationally mobile (inward investment)
productions.
4.2.3

Wider creative industries

4.2.3.1

The UK film industry is part of the broader ‘creative industries’ – which is acknowledged as a
rapidly growing sector. There is a clear symbiotic relationship between film and the other
creative industries. These interactions are obvious in the case of writers, actors and directors
who also work in the theatre, TV and commercials, but most of the companies involved in the
core UK film industry are also involved in other creative industries and are dependent on both
to provide a sustainable revenue stream. This multi sectoral involvement also means that the
fixed costs of infrastructure and studios are shared, enabling economies of scale/scope to be
exploited. Other important synergies include technology transfer. The film post production
sector in the UK, for example, has developed a number of techniques in CGI initially for use in
films, that have since been applied to TV and other media. Investment by companies in the core
UK film industry (often on inward investment films) therefore has a direct impact on other
creative industries enhancing the competitiveness of the sector as a whole.

4.2.3.2

Pinewood Studios is ideally placed to take advantage of the convergence between the different
elements of the creative industries, given the combination of facilities, skills and related
production companies on site. For example, the post production team is working on high profile
film, video game and television titles and many of the techniques they employ in sound mixing
are being used across all disciplines. Digital workflow processes and 3D technologies are also
being shared.

4.2.4

Tourism

4.2.4.1

The ability of films to encourage viewers to visit the country or site where they were shot, often
termed ‘film-induced’ tourism is well documented and accepted as a concept – and it is widely
acknowledged that film acts a key catalyst for tourism, increasing visitor numbers and
supporting the investment in refurbishments and expansion of special attractions.

4.2.4.2

While there is limited robust statistical data quantifying the value of this impact, Oxford
Economics note that the available evidence suggests that approximately 10% of UK tourism may
be attributable to the impact of UK films. This equates to some £2.1 billion of visitor spend a
year and in 2011, this additional spending was estimated to be worth £1 billion to UK GDP and
£230 million to the Exchequer. In addition, tourism, alongside the creative industries, has also
been consistently highlighted by the government as one of the UK’s most important industries –
with the potential to contribute towards growth of a more sustainable economy.

4.2.4.3

There are a number of channels through which film can affect tourism – the most direct being
the promotion of trips to specific sites which can in turn stimulate investment in attractions.
However, films also play a key role in promoting a country or region, as they reinforce what the
country has to offer from a cultural perspective – as demonstrated by the globally acclaimed
Olympic opening ceremony.
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4.2.4.4

4.2.5

During 2011, Oxford Economics estimate that film induced tourism and spending supported
around 21,000 jobs in the UK. With the continued success of UK films and actors at
international award ceremonies, the contribution of film to tourism in the UK is expected to
increase in future.
Cutural

4.2.5.1

UK films contribute substantially to British cultural life. They are a key means of expression of
UK identity and illustrate issues of diversity that are critical to meeting the challenges of the
21st century. According to a report by the UK Film Council41, the UK film industry is recognised
as one of the most powerful cultural agents of the last 100 years.

4.2.5.2

Cinematic film provides a universal and readily accessible medium for the expression and
representation of British culture and national identity. Films can help reflect, explore and
challenge our diverse history, cultural beliefs and shared values. In doing so, the best British
films not only help us to reach a better shared understanding of Britain and its place in the
world, but are also instrumental in spreading awareness and appreciation of British culture
around the world. As such, British films are an important part of our cultural heritage and a
significant channel for the continuing expression and dissemination of British culture42.

4.2.5.3

Analysis by Oxford Economics43 suggests that a film’s box office receipts in the UK will be 30%
higher than otherwise would be the case given its general appeal if it is UK-made. Most of this
extra premium can be expected to reflect the ‘cultural’ value domestic cinema audiences place
on seeing a UK production. So for example a film like The King’s Speech, which earned £45.7
million at the UK box office, is estimated to have attracted £13.7 million of those receipts
because it was UK-made. This may be an under-value if consumers are willing to pay more than
the ticket price.

4.2.5.4

Pinewood has been the location for a many films that explore and promote British culture.
Following its expansion there will be greater potential to accommodate productions that
contribute to cultural development.

4.2.6

Education and training

4.2.6.1

As well as being a key criterion for producers when they are deciding where to shoot a
particular film or television programme, the availability of world class skills is vital more
generally to the UK’s creative industries’ future competitive advantage. Pinewood plays a key
role with regard to both the demand for, and supply of, such skills – both through ‘hosting’
productions that demand, and therefore maintain, such skills, and through actively supporting
the development of training within the industry.

4.2.6.2

Production of a film or major television programme will often require the skills of hundreds of
people across a wide range of different specialisms. The skills demanded will vary across the
different phases - including pre-production (proposal development, script development,

41
42
43

The Cultural Impact of UK Film 1946–2006, the UK Film Council (June 2009), P.5
Reform of Film Tax Incentives: Promoting the Sustainable Production of Culturally British Films, HM Treasury (2005)
The Economic impact of the UK Film Industry, Oxford Economics (September 2012), P.81
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finance, casting), production (production design, set and costume design, studio and location
filming, sound recording), immediate post production (editing, content formatting, archiving),
distribution and exhibition – and will often have relevance to the wider creative economy (and,
indeed other sectors).
4.2.6.3

The sector’s workforce contains a high and increasing proportion of highly qualified and skilled
people. The 2010 Skillset Creative Media Workforce Survey estimated that 70% of the film
production workforce in the UK held a degree and a further 6% had technical or vocational
qualifications. The proportion of graduates has increased significantly - from 45% in 2005.
However, as well as degree level or above skills, the industry also relies on vocational and craft
skills. The recent Film Policy Review highlighted these as a key area of focus, recommending the
continued creation of apprenticeships and internships.

4.2.6.4

Pinewood Shepperton plc recognises the importance of this obligation and has a strong track
record of promoting training and education. It has strong linkages with Creative Skillset, as well
as other organisations such as the National Film and Television School (NFTS) and First Light (a
UK wide organisation that uses film and media production to develop skills in young people
aged up to 25). Working with Amersham and Wycombe College, Pinewood offers its own
apprenticeship programme to employees across a range of occupations such as sound
maintenance, drapes and media and digital. It has also hosted a range of events aimed at
promoting training. For example, First Light recently put on an intensive one day workshop for
17-25 year olds offering practical advice on breaking into the film industry while the studios also
regularly hosts the Pinewood Young Filmmakers’ Group.

4.2.6.5

PSL has signed a Memorandum of Understanding in January 2013 to explore the creation of a
Centre of Excellence at Pinewood Studios to develop and deliver qualifications for all elements
of the screen-based industries including film, television, animation and video games. The
Centre will be delivered in conjunction with the proposed PSDF expansion of the studios.

4.2.7
4.2.7.1

Innovation
The Work Foundation identifies that creativity (the origination of new ideas) and innovation (the
successful exploitation of new ideas) are overlapping concepts, and that the creative industries
can be conceived as a pioneer sector of the economy, trailblazing approaches and fostering an
attitude towards creativity and innovation from which the rest of the economy and society can
beneﬁt.44 The contribution of the sector to innovation is characterised by45:
producing ideas – the commercialisation of these ideas contributes directly or indirectly to
the broader economy’s innovative potential;
service offerings – which may be inputs to innovative activities of other enterprises and
organisations within and outside the creative industries; and
use of technology – the sector demands adaptation and new technological developments
which provide impulses to technology producers.

44
45

Staying Ahead: The Economic Performance of the UK’s Creative Industries, the Work Foundation (June 2007), P.16
A Creative Block? The Future of the UK Creative Industries, the Work Foundation (December 2010), P.26
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4.2.7.2 The economic spillovers in terms of innovation are difficult to identify from economic analysis.
However examples include the ways in which manufacturers that draw on design are able to
increase productivity, market share, and product quality.
4.2.7.3 Pinewood is already a focus for innovation. A recent example involved one of the tenants - Glen
Freemantle (an independent Sound Designer) working with Pinewood sound mixers and
technology to create the Oscar winning Slumdog Millionaire sound track. This has led to
increasing workflows which, in turn, created revenues to invest in the UK’s first Dolby Atmos
theatre, giving clients access to the next generation of sound – thus further enhancing the UK’s
competitive edge.

4.3

Impact assessment methodology

4.3.1

Introduction

4.3.1.1 This sub-section sets out the method and assumptions underpinning the more narrowly defined
quantitative Economic Impact Assessment. The area of impact within which the benefits of the
project have been assessed is first established, along with the key economic and wider benefits
expected to be generated as a result of the development proposals. The methodological
framework, in terms of how the benefits have been quantified, is then presented.
4.3.2

Assessment framework

4.3.2.1 In order to fully understand the specific impacts of the PSDF, both in terms of the local area and
wider national economy, the assessment of economic benefits has been modeled at four
different spatial areas. These areas are as follows:
South Bucks District;
parliamentary constituency of Beaconsfield;
Buckinghamshire Thames Valley Local Enterprise Partnership (LEP) area; and
the United Kingdom (UK).
4.3.2.2 The parliamentary constituency of Beaconsfield and South Bucks District are shown in respect of
their location within the wider LEP area in Figure 4.1.
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Figure 4.1: Area of impact

4.3.2.3 The potential economic and wider benefits of the project are considered to be:
construction job creation – temporary construction employment will be created through the
development of the existing and adjacent site, with works envisaged to be carried out over a
period of 15 years from 2015. Jobs will be supported in the construction sector as well as
the wider professional and business services sector through the engagement of, for
example, planning, architectural, property and other support services;
direct on-site job creation (and protection) – the PSDF is expected to result in the creation of
a significant number of additional jobs on-site. This will be driven by an increase in
Pinewood employees, on-site production staff and people employed within the new offices
for companies that service productions. Not only will the project create new employment, it
will also help protect existing jobs given the increasingly competitive global market and
challenges to the future business competitiveness of Pinewood;
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indirect, induced and wider job creation (and protection) – as well as direct employment,
jobs and economic activity will also be supported through:
indirect impacts – supply chain expenditure associated with activity on the Pinewood
site supports employment within the local and wider UK economy. This will increase
as a result of the proposed project through the generation of additional demand for
goods and services;
induced impacts – those directly or indirectly employed via activity on the Pinewood
site support further employment in the local and wider UK economy through their
personal spending on goods and services. This impact is again expected to increase
due to the PSDF; and
wider economic impacts – there are a number of wider economic catalytic impacts
more generally associated with the UK film industry and high-end TV, such as the
effect on the British film box office, UK tourism, promotion and trade, and
merchandising opportunities.46 The impact of film and television on tourism, for
example, is well recognised, with high profile films, including those produced at
Pinewood, helping to increase visitor numbers and establish and/or promote specific
attractions. Films, television and video games also support employment in the retail
sector through sales of merchandise, such as DVDs, Blue-ray discs, music downloads
and games. The increase in productions at Pinewood that will result from the project
proposals is expected to create further employment opportunities via these wider
economic impacts.
Gross Value Added (GVA) contribution – through the creation of additional employment and
activity, the PSDF will increase the economic contribution of Pinewood Studios to the local
and national economy, as measured by its GVA impact. GVA is used in the estimation of
GDP, which is a key indicator of the state of the whole economy (comprising GVA plus taxes
on products less subsidies on products);
Exchequer contributions – activity on the Pinewood site and the associated indirect, induced
and wider effects will generate tax receipts to the Exchequer, including corporation tax
payments, income taxes and national insurance. The proposed project will increase direct,
indirect, induced and wider economic activity and therefore result in higher tax receipts;
contribution to UK exports and trade – the UK film and TV industries are significant
contributors to the UK net trade position, as is the creative industries sector as a whole. The
UK film industry, for example, earns significant export royalties and fees for the production
of films. The larger number of productions at Pinewood that will be facilitated by the
proposed project, as well as greater levels of wider economic activity, is expected to lead to
increased exports and trade; and
wider socio-economic benefits – in addition to the economic impacts outlined above, the
PSDF will generate a range of wider socio-economic benefits, including the cultural benefit

46

See, for example, Oxford Economics (September 2012), The Economic Impact of the UK Film Industry
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of supporting the British independent film sector, education and training opportunities,
community benefits, clustering and agglomeration, and innovation.
4.3.2.4 The economic and wider benefits of the PSDF that have been assessed as part of this report are
summarised in Figure 4.2.
Figure 4.2: Assessment framework
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4.3.3

Assessment methodology
(i)

4.3.3.1

Baseline assessment

In order to establish the baseline economic position, the current impact associated with
Pinewood has been assessed. This part of the assessment has sought to draw out the scale of
economic benefits currently being generated in terms of jobs, GVA, Exchequer contributions
and contribution to exports. The methodology used to estimate each benefit was as follows:
direct on-site employment – there are three main sources of on-site employment:
employees of Pinewood Studios; tenant companies and their employees; and production
companies and their employees. Data has been provided by PSL in terms of the current
number of Pinewood employees. PSL has also provided an estimate in terms of the number
of employees within tenant companies. This estimate has been cross-checked against the
results of the tenant survey undertaken on behalf of AMION. The total number of people
working on productions based at Pinewood will vary depending on the number, nature and
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size of the productions. However, PSL has estimated the number of production employees
on site on an average day;
indirect and induced employment – the indirect and induced effects attributable to
Pinewood have been estimated through the use of composite multipliers, which have varied
depending on the area of impact. The size of multiplier has been based on research
undertaken by the Department for Business, Innovation and Skills (BIS)47,
Optima/Cambridge Econometrics48 and Oxford Economics49. A review of ONS Annual
Business Survey data for the creative industries as a whole has also been carried out to
provide further evidence as to the scale of the multiplier effect;
wider employment – it is difficult to quantify the scale of wider employment impacts.
However, the report on the economic impact of the UK film industry undertaken by Oxford
Economics provides a useful evidence base. This report relates to the film industry as a
whole, which could underplay the impact of Pinewood given the high profile nature of many
of the films produced there. Nevertheless, it enables what may be a cautious estimate to be
derived. The scale of wider impacts in relation to direct impacts for the film industry as a
whole, as identified within the Oxford Economics report, has been applied to the amount of
direct employment at Pinewood Studios in order to derive an estimate for wider
employment that might currently be supported by activity at Pinewood;
GVA – the level of GVA generated by direct, indirect, induced and wider activity related to
Pinewood has been estimated by multiplying the number of jobs created by average GVA
per employee figures. Reference has been made to the Department for Culture, Media and
Sport’s (DCMS’s) Creative Industries Economic Estimates, which for activity taking place at
Pinewood suggest an average GVA per employee figure of approximately £49,800 (2012
prices).50 In relation to indirect, induced and wider effects, which will be spread across a
number of sectors, an average GVA per employee for the whole economy has been applied
(£47,000, 2012 prices);
Exchequer contributions – Oxford Economics in their study of the economic impact of the
UK film industry estimated the contribution to the Exchequer through corporation tax
payments, income tax, national insurance and VAT. This encompassed direct as well as
indirect, induced and wider economic activity. The ratios of Oxford Economics’ employment
estimates for the UK film industry as a whole to their estimates of Exchequer contributions
have been calculated and then applied to the estimates of employment currently supported
by Pinewood. This has provided an estimate of the Exchequer contribution per annum that
can be associated with the existing operations at Pinewood. Again, this is considered to be a
cautious estimate given the high profile nature of the films produced at Pinewood; and
contribution to UK exports and trade – figures for the quantum of services exported that
could be attributable to Pinewood Studios are not readily available. However, within
47
48
49
50

BIS (October 2009), Research to improve the assessment of additionality
Optima/Cambridge Econometrics (May 2005), Economic Impact of the UK Screen Industries
Oxford Economics (September 2012), The Economic Impact of the UK Film Industry
This is based on GVA and employment data for the following sectors: film, video and photography; digital and entertainment media; and TV
and radio.
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DCMS’s Creative Industries Economic Estimates, figures are provided in terms of the value of
exports attributable to creative industry sectors. From this data, an average export value
per employee estimate has been derived for creative industries51 (£22,300, 2012 prices) and
for the UK economy as a whole (£3,100, 2012 prices). The former has been applied to
estimates of direct on-site activity and the latter has been applied to the indirect, induced
and wider employment estimates.
(ii)

PSDF impact assessment

4.3.3.2 The assessment of the economic impact attributable to the project has been informed by a
review of the PSDF development proposals and the establishment of a business case to test the
financial and commercial viability of the scheme. In relation to the business case, a 20 year
financial model has been developed for the PSDF based upon Pinewood’s existing 5 year
business plan. Key assumptions contained within the model are based upon Pinewood’s current
5 year assumptions which have been updated to reflect the development proposals as
appropriate. A summary of the business case is presented in Section 3.3 above.
Gross impact
4.3.3.3 On the basis of the PSDF, the Economic Impact Assessment has quantified the key benefits that
are expected to be created through the implementation of the development proposals. The
analysis has included an assessment of temporary and permanent jobs, GVA, Exchequer
contributions and contribution to UK exports. The methodology used to estimate each benefit
was as follows:
temporary construction employment – in order to estimate the number of temporary
construction jobs generated under the PSDF, the expected project capital expenditure
(including professional fees and contingency costs) has been divided by an average turnover
per construction employee figure of £144,57052. Construction employment has been
identified in terms of person years and ten-year full time equivalent (FTE) jobs53;
direct on-site employment:
Pinewood staff – the proposed expansion of facilities is likely to result in the need for
additional ancillary staff on-site. The increase in Pinewood staff has been based on
discussions with PSL and the business planning work undertaken as part of developing
the business case;
tenant company employees – in order to estimate the likely quantum of employment
created through the provision of additional office accommodation, employment
density ratios have been applied based on the responses to the survey of tenants and
assumptions in relation to the expected occupancy rate have been used; and
production company employees – in relation to the number of people working on
productions at Pinewood, the increase in employment under the development
proposals has been based on the quantum of new production floorspace that will be
51
52
53

This includes the following sectors: film, video and photography; digital and entertainment media; and TV and radio.
Based on Annual Business Survey 2011 data, adjusted to reflect 2012 prices and full time equivalent employment.
In line with convention, ten person years of temporary employment is taken to be equivalent to one permanent full time job.
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provided and an assumption that there will be the same level of efficiency of use. This
is considered to be a cautious assumption.
Indirect, induced and wider employment – the composite multipliers and ratios of direct to
wider employment derived as part of the baseline assessment have also been applied to the
direct employment estimates for the PSDF in order to quantify the indirect, induced and
wider employment impact under the proposed project; and
GVA, Exchequer contributions and contribution to UK exports and trade – again, the GVA
and export value per employee estimates and ratios of employment to Exchequer
contributions established under the baseline assessment have been applied to the
development proposals so as to assess the gross impact attributable to the PSDF.
Net additional impact
4.3.3.4 In determining the net additional impact generated through an intervention, the key issue to be
addressed is the additionality of the proposals – the extent to which activity takes place at all,
on a larger scale, earlier or within a specific designated area or target group as a result of the
intervention. In order to assess the additionality of the PSDF, the following factors will
therefore need to be considered:
leakage – the proportion of outputs that benefit those outside of the project’s target area or
group;
displacement – the proportion of project outputs accounted for by reduced outputs
elsewhere in the target area. Displacement may occur in both the factor and product
markets54;
multiplier effects – further economic activity associated with additional local income and
local supplier purchases (in the case of the PSDF, this has already been accounted for in the
gross impact estimates in order to be consistent with the baseline assessment of current
economic impact); and
deadweight – outputs which would have occurred without the project.
4.3.3.5 The approach to assessing the net additional impact of a project, taking into account the above
adjustments, is shown diagrammatically in Figure 4.3.
4.3.3.6 The rate of leakage to be applied at each area of analysis has been based on postcode data
provided by PSL in relation to their own employees and the results of on-site surveys carried out
on behalf of AMION, which gathered information relating to the residence of production
company employees. The surveys also provided information in terms of the location of tenant
and production company suppliers.
4.3.3.7 To determine the appropriate displacement rate, discussions have been undertaken with key
stakeholders, including representatives of major international production studios, such as
Universal, 20th Century Fox and Marvel. In addition, reference has been made to the
54

Product market displacement arises where the output of a supported activity takes market share from local firms producing the same good
or service. In the case of factor market displacement a support activity uses locally scarce factors of production (e.g. skilled labour or land)
or bids up factor prices.
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independent market review and demand projections undertaken by PwC and the surveys of
tenants and on-site production companies. A significant real terms increase in demand is
projected and, without studio and ancillary space and services, this will be lost to the UK.
Therefore, in the absence of any meaningful alternatives as described in the Planning Statement
(Document No 2), a low displacement rate is anticipated.
4.3.3.8 Deadweight has been estimated through the construction of a reference case – this is not the
same as the baseline (i.e. the current situation), rather it reflects what would happen in the
future if the proposed project were not to go ahead. The reference case has been produced
based upon 20 year financial projections for Pinewood should planning permission not be
granted for PSDF.
Figure 4.3: Net additional impact
Intervention options

Reference case

Gross direct effects

Gross direct effects

Less leakage from target
area / group

Less leakage from target
area / group

Gross local direct effects

Gross local direct effects

Less displacement (factor
and product market) /
substitution

LESS
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and product market) /
substitution

Net local direct effects

Net local direct effects

Plus multiplier effects

Plus multiplier effects

Total gross local effects

Total gross local effects

Net additional impact

=

Total net local additional
effects

Source: HCA (2008): Additionality Guide: A standard approach to assessing the additional impact of interventions.

4.4

Current economic importance

4.4.1.

An assessment has been undertaken of Pinewood’s current economic importance, specifically in
relation to the level of direct, indirect, induced and wider employment it supports and its
contribution to the UK economy in terms of GVA, Exchequer contributions, and exports and
trade:
direct on-site employment:
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Pinewood staff – according to data provided by PSL, there are currently 112 full-time
equivalent (FTE) Pinewood Studio employees. Figure 4.4 shows that over 50% travel
less than 16 km (10 miles) from their place of residence.

Distance from employee residence to Pinewood
Studios (miles)

Figure 4.4: Distance travelled from employee residence to Pinewood Studios55
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The largest proportion (17.0%) of employees, in terms of 5-year age bands, are aged
between 30 and 34. Around 56% of employees are aged between 25 and 44. The
current male/female split is 69%/31%.
tenant company employees – PSL analysis is that permanent FTE employment within
tenant companies equates to approximately 750 people. The survey of tenants
undertaken on behalf of AMION suggests that there could actually be a much higher
number. However, in order to be cautious, an estimate of 750 FTE jobs has been
assumed;
Of the 177 tenant companies located at Pinewood, 69.5% were considered to be
directly involved in production activity (direct), whereas the remaining 30.5% were
considered to provide supporting goods and services (support) to productions.
Pinewood’s tenant companies fulfil a wide range of functions. The largest proportion
of companies (direct and support) operate in the ‘Production companies’ (17.5%),
‘Equipment providers’ (13.6%) and ‘Production crafts’ (13.0%) sectors. Figure 4.5
shows a breakdown of all Pinewood’s tenant companies by sector/function.

55

This analysis is based on road mileage from employee residence to place of work.
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Figure 4.5: Pinewood tenant companies – sector breakdown (July 2012)
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With respect to the ‘support’ tenant companies only, the largest proportion of
companies operate in the ‘On-site services’ (18.5%), ‘Creative services’ (11.1%) and
‘Financial services’ (11.1%) sectors (see Figure 4.6).
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Figure 4.6: Pinewood ‘support’ tenant companies – sector breakdown (July 2012)
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production company employees – on an average day, taking into account the variance
in number of productions, size and budget, it is estimated by PSL that there are
around 850 people employed (FTE) on-site by productions filming at Pinewood. This
can rise to some 1,800 people on days of peak activity;
indirect and induced employment – it has been estimated from a detailed survey of firms
that the composite multiplier for the UK screen industry is around 2.0 at the national
level.56 Analysis by Oxford Economics is consistent with this Optima/Cambridge
Econometrics estimate.57 A review of ONS Annual Business Survey data for the creative
industries as a whole also indicates that a multiplier at the UK level of around 2.0 is
appropriate. On this basis, current activity at Pinewood supports a further 1,712 jobs
((112+750+850)*(2.0-1))58 within the wider UK economy through supply chain expenditure
and the spending of wages of those directly or indirectly employed.
In terms of the indirect and induced impact at the other spatial areas, composite multipliers
of 1.2 at the LEP level, 1.1 at the Beaconsfield constituency level and 1.08 at the South
Bucks level have been applied based on research undertaken on behalf of the Homes and
Communities Agency (HCA)59 and BIS60 and the responses to the tenant and production
company surveys. This equates to an indirect and induced impact of 342 FTE jobs
56
57
58

59
60

Source: Optima/Cambridge Econometrics (May 2005), Economic Impact of the UK Screen Industries
Source: Oxford Economics (September 2012), The Economic Impact of the UK Film Industry
To calculate the number of indirect and induced jobs, the direct jobs need to be multiplier by the composite multiplier minus 1 (the total
number of direct and indirect and induced jobs is obtained by multiplying the number of direct jobs by the composite multiplier).
HCA (2008), Additionality Guide: A standard approach to assessing the additional impact of interventions.
BIS (2009), Research to improve the assessment of additionality.
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((112+750+850)*(1.2-1)) at the LEP level, 171 FTE jobs ((112+750+850)*(1.1-1)) at the
Beaconsfield constituency level and 137 FTE jobs ((112+750+850)*(1.08-1)) at the South
Bucks level;
wider employment – under the current base position, taking into account the effects of the
film and high-end TV industries on the British box office, tourism, merchandising and
promotion/trade, it is estimated that the wider benefits associated with activity at
Pinewood could support a further 1,154 FTE jobs61 in the UK economy.
In relation to the wider employment impacts at the other spatial areas (the LEP,
Beaconsfield constituency and South Bucks), it is not easy to determine where these wider
jobs will be located. In order to be prudent, it has been assumed that all of the wider
employment is located in other parts of the UK outside of the LEP area;
GVA – in total, there are currently 1,712 direct on-site jobs (112+750+850) at Pinewood,
with a further 2,866 indirect, induced and wider jobs (1,712+1,154) supported within the UK
economy. Assuming an average GVA per employee figure of £49,800 for direct jobs and a
figure of £47,000 for indirect, induced and wider jobs, it is estimated that currently around
£220 million of GVA ((1,712*£49,800)+(2,866*£47,000)) is generated within the UK per
annum as a result of activity at Pinewood.
At the LEP level, it is estimated there are 1,712 direct on-site jobs and 342 indirect and
induced jobs, generating £101 million of GVA per annum ((1,712*£49,800)+(342*£47,000)).
In comparison, some £93 million of GVA per annum ((1,712*£49,800)+(171*£47,000)) is
estimated to be generated at the Beaconsfield level and £92 million of GVA per annum
((1,712*£49,800)+(137*£47,000)) at the South Bucks level;
Exchequer contributions – on the basis of the analysis of the economic impacts of the UK
film industry undertaken by Oxford Economics and using the estimates of employment and
GVA outlined above, the Exchequer contribution per annum that can be associated with the
existing operations at Pinewood Studios is estimated to be circa £52 million62; and
contribution to UK exports and trade – assuming an average export value per employee of
£22,300 for direct jobs located at Pinewood and an average figure of £3,100 for indirect,
induced and wider jobs (based on data provided by DCMS), it is estimated that current
activity at Pinewood could generate exported services to the value of around £47 million per
annum ((1,712*£22,300)+(2,866*£3,100)) at the UK level.
4.4.2

61

62

A summary of the economic benefits that are currently generated through activity at Pinewood
is set out in Table 4.2.

Oxford Economics has estimated that the core UK film industry supports around 43,900 direct jobs and a further 29,600 wider jobs. The
ratio of wider jobs to direct jobs is 0.67 (29,600/43,900). If this ratio is applied to the number of direct jobs currently supported by
Pinewood (1,712), then the number of wider jobs supported will be 1,154.
Oxford Economics has estimated that the core UK film industry supports around 117,400 direct, indirect, induced and wider jobs,
contributing £1.35 billion to the Exchequer. The Exchequer contribution per job is approximately £11,500 (£1.35 billion/117,400). If this
ratio is applied to the number of direct, indirect, induced and wider jobs currently supported by Pinewood (4,578), then the Exchequer
contribution will be £52 million per annum.
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Table 4.2: Summary of current economic importance
UK

LEP

Beaconsfield
Constituency

South Bucks

Direct on-site
employment

1,712

1,712

1,712

1,712

Indirect and induced
employment

1,712

342

171

137

Wider employment

1,154

-

-

-

Total employment

4,578

2,054

1,883

1,849

GVA per annum

£220 million

£101 million

£93 million

£92 million

Exchequer
contributions per
annum

£52 million

-

-

-

Contribution to UK
exports per annum

£47 million

-

-

-

4.5

PSDF economic impact

4.5.1

Construction employment
(i)

Gross temporary construction jobs

4.5.1.1

Total construction related capital expenditure associated with the delivery of the PSDF is
estimated to be approximately £176.4 million (2012 prices), based upon advice from Davis
Langdon. This includes provision for the construction of stages, streetscapes, ancillary space,
offices and the multi-storey car park, alongside associated off-site and on-site infrastructure
works. This sum also makes provision for a contingency sum. Alongside construction
expenditure, it is estimated that fees for professional services will total £17.6 million (2012
prices). On this basis, the total capital expenditure is expected to be approximately £194
million.

4.5.1.2

The capital expenditure associated with the PSDF will be incurred within a 15 year period,
consisting of three phases, with the start expected in 2015. The expected capital expenditure
profile is set out in Figure 4.7 below.

4.5.1.3

The construction cost analysis has informed an initial estimate of the total number of jobs
created in delivering the PSDF. The analysis is based upon benchmarks for construction sector
turnover per employee, derived from 2011 Annual Business Survey data for the United
Kingdom63. A development expenditure per employee of £144,570 has been adopted for
construction related activity (including all on-site and off-site infrastructure works) and
£118,390 for professional services.

63

Based on Annual Business Survey 2010 data, adjusted to reflect 2012 prices and full time equivalent employment
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Figure 4.7: PSDF – schedule of capital expenditure
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4.5.1.4 Overall, it is estimated that expenditure of £194 million would support some 1,369 person years
of gross direct employment in relation to construction activity and professional services
provided. On the basis of the convention that ten person years of employment to approximate
one permanent job, it is estimated that the overall expenditure in the construction phase will
support 137 ten year64 equivalent FTE jobs.
4.5.1.5 It is anticipated that expenditure will support employment in wide range of construction and
associated occupations. In terms of on-site manual employment, Figure 4.9 sets out an
indicative occupational profile65 identifying the relative proportion of time worked by both
skilled and unskilled workers in different trades. Based on this profile it is estimated that skilled
occupations will account for approximately 73% of on-site labour, with unskilled activities
accounting for 27%.
4.5.1.6 Alongside the projected manual occupations identified in Figure 4.8, construction expenditure
will also support a range of non-manual employment, both within the professional team and the
appointed works contractors.

64
65

In line with convention, ten person years of temporary employment is taken to be equivalent to one permanent full time job.
Profile based upon analysis of employment supported in construction phase for comparator Business Park and Science Park developments
– Merseyside Construction Initiative, EC Harris
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Figure 4.8: On-site construction employment profile
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4.5.1.7 Table 4.3 sets out a profile of person years of employment expected to be supported through
expenditure in the construction phase. Reflecting the profile of capital expenditure, it is
expected that a significant proportion of jobs will be created in Phase 1 of the project.
Table 4.3: Profile of employment – person years
Activity

Phase 1

Phase 2

Phase 3

Total

Skilled

467

267

152

886

Unskilled

176

101

57

334

Professional & technical services

78

45

26

149

Total

721

413

235

1,369

Construction activity

(ii)

Net additional temporary construction jobs

4.5.1.8 In determining the number of net additional construction jobs created by the project, the key
issue to be addressed is the additionality of the redevelopment proposals – the extent to which
activity takes place at all, on a larger scale, earlier or within a specific designated area or target
group as a result of the intervention. In order to assess the additionality of the project, the
following factors will need to be considered:
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leakage – the overall level of leakage is likely to be closely related to the phasing of
proposals and the nature of the scheme proposed. In terms of the nature of the proposals,
specialist construction activities relating to non-standard activities or the installation of
specific plant and other equipment are more likely to be carried out by expert contractors,
operating at a national or international level. The level of leakage associated with such
employment is likely to be high. It is expected that locally procured labour will be involved
in more general activity. In particular, there is likely to be local demand for employment
within key occupations identified in Figure 4.10 above including:
ground workers;
concrete frame workers;
steel erectors;
cladding and roofing workers;
bricklayers;
finishing tradespersons;
fitters;
welders;
electricians; and
mechanical workers.
The proposed phasing of development will ensure that there is not a requirement for very
high levels of peak on-site employment. On this basis, the need to source labour from the
wider area to meet any such requirement is likely to be reduced.
At the national level, all construction employment is expected to be sourced from within the
UK and therefore leakage at this spatial level will be zero. For the other spatial areas,
reference has been made to Census travel to work flows data. On the basis of this
information, leakage rates of 35% for the LEP, 40% for Beaconsfield constituency and 45%
for South Bucks have been applied. Since the construction work will take place over a
number of years the actual level of leakage will vary depending on a range factors including
the nature of the labour demanded and the tightness of the labour market. However, PSL
will work with its appointed contractor and local organisations to achieve high levels of local
recruitment.
displacement – in order to derive an estimate of the potential level of displacement,
consideration has been given to the required level of construction employment and the
potential available workforce. At the national level, the construction sector has experienced
a significant slowdown in activity since 2007. With limited growth and severe funding
constraints, demand for new development has stagnated. While contractors have sought to
reduce their cost base by releasing staff, a number of large contractors have gone into
administration as a result of cash flow issues. Due to limited demand, there is a significant
surplus of skilled construction labour across all regions of the UK.
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Given current market conditions, it is expected that displacement in relation to construction
employment will be minimal, at least in the short-term. There is the potential for this to rise
as the economy recovers, but overall it is estimated that displacement will average around
25% at the UK level, which is considered to be a cautious estimate. In comparison,
displacement is assumed to be 5% at the LEP level, 2.5% at the Beaconsfield constituency
level and 2% at the South Bucks level;
multiplier effects – alongside directly supporting employment in design and construction,
the proposed construction work will also result in supply side expenditure. Standard
requirements associated with major construction processes include:
construction equipment including mobile and tower cranes, scaffolding, access
equipment, hand tools, generators, welding rigs, earth moving equipment, temporary
electric installations, and site cabins; and
supplies including concrete, fill materials, drainage products, steel, bricks, blocks, and
mortar, paving and tarmac, cabling, pipe work, ductwork, fittings, cladding materials,
and consumables such as lime.
There is capacity to service part of this demand locally. In particular, it is anticipated that
bulk materials, including aggregates, concrete and mortars, will be sourced as locally as
possible to minimise transportation costs. However, it is envisaged that contractors
engaged in more specialist activities will rely to a greater extent upon established supply
chains, potentially limiting local impacts.
Reflecting the scale and duration of the construction process, alongside a potential
requirement to import some specialist labour into the area, demand for other goods and
services will also be generated, including:
hotel and other accommodation;
transport (public transport and vehicle/taxi hire);
catering, cleaning and welfare facilities;
security;
couriers; and
copying and printing services.
These goods and services are available within the local area and the wider LEP areas.
Opportunities therefore exist to establish relationships with suppliers to ensure that the
local benefits arising from the capital investment are maximised. The multiplier selected for
this assessment assumes that these opportunities are realized.
In addition to the indirect effects arising from supply chain expenditure, the project will also
result in induced effects through construction employee spend on goods and services, a
proportion of which will be retained within the local area.
The expected multiplier effect associated with construction employment at the national
level has been based on estimates produced by Oxford Economics, which are derived from
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ONS Annual Business Survey data and Oxford Economics’ detailed econometric model of the
UK economy. These estimates suggest a composite multiplier at the UK level for the
construction sector of 2.7. On the basis of research undertaken at the sub-national level on
behalf of the HCA66 and BIS67, multipliers of 1.2 at the LEP level, 1.1 at the Beaconsfield
constituency level and 1.08 at the South Bucks level have been applied; and
deadweight – the estimated construction expenditure of £194 million associated with the
PSDF does not include an allowance for the new South Dock stage or Camelot
developments. As such, although the development of the South Dock stage and Camelot
proposals will still take place under the reference case, an allowance is not required to be
made in terms of deadweight as it has already been excluded from the estimate of gross
impact.
4.5.1.9

After taking account of the above additionality factors, it is estimated that the Pinewood
development proposals would create 2,773 net additional person years of construction
employment at the UK level. Based on the convention that ten person years of temporary
employment is equivalent to one permanent full time job, construction activity would result in
the creation of 277 net additional ten year equivalent FTE jobs at the UK level. The results of
the analysis for the other spatial areas are shown in Table 4.4.

4.5.2

Gross direct

Less leakage

Gross local
direct

Less
displacement

Net local
direct

Multiplier

Total local
direct

Less
deadweight

Total net local
additional

Table 4.4: Net additional construction jobs – person years

UK

1,369

0

1,369

342

1,027

1,746

2,773

-

2,773

LEP

1,369

479

890

44

846

169

1,015

-

1,015

Beaconsfield
constituency

1,369

548

822

21

801

80

881

-

881

South Bucks

1,369

616

753

15

738

59

797

-

797

Operational employment
(i)

Gross direct (on-site) operational employment

4.5.2.1 If the development proposals are implemented, it is expected that there will be the need for
additional ancillary staff on-site. On the basis of discussions with PSL and the business planning
work undertaken as part of developing the business case, it is assumed that the number of
Pinewood employees would increase by 20. Overall, the total number of Pinewood employees
on-site would increase to 132 FTEs.

66
67

HCA (2008), Additionality Guide: A standard approach to assessing the additional impact of interventions.
BIS (2009), Research to improve the assessment of additionality.
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4.5.2.2 Around 70,700 sq m (761,200 sq ft) of stage, workshops and productions offices floorspace will
be provided as part of the development proposals. Given this increase in floorspace and
assuming that there will be the same level of efficiency of use as currently exists, the number of
production company employees on-site would increase from 850 to 1,596 FTE jobs68.
4.5.2.3 New employment will also be created through the provision of additional offices for tenant
companies on the existing (13,434 sq m (144,600 sq ft)) and new site (10,000 sq m (108,000 sq
ft)). In order to estimate the number of jobs this new employment floorspace will support, the
quantum of floorspace has been adjusted to reflect the net internal area (85%) and an
allowance has been made for average occupancy rates (90%). The expected net occupied
floorspace has then been divided by an average employment density figure of 21 sq m per FTE
employee, in line with the responses to the tenant company survey. 69 Based on these
assumptions, the provision of additional office facilities will support the creation of 854 FTE jobs
((13,434+10,000)*85%*90%/21). In total, 1,604 FTE jobs (854+750) will be accommodated
through the existing and new tenant offices.
(ii)

Gross indirect, induced and wider employment

4.5.2.4 Overall, it is estimated that total direct on-site employment at Pinewood would equate to 3,331
FTE jobs (132+1,596+1,604) following the implementation of the PSDF. Therefore, in terms of
indirect and induced employment, assuming a composite multiplier of 2.0 at the UK level as was
applied in estimating Pinewood’s current economic importance, Pinewood would support a
further 3,331 FTE jobs (3,331*(2.0-1)) within the wider UK economy through supply chain
expenditure and the spending of wages of those directly or indirectly employed.
4.5.2.5 As under the baseline assessment, composite multipliers of 1.2 at the LEP level, 1.1 at the
Beaconsfield constituency level and 1.08 at the South Bucks level have been applied based on
research undertaken on behalf of the HCA70 and BIS71 and the responses to the tenant and
production company surveys. This equates to an indirect and induced impact of 666 FTE jobs
(3,331*(1.2-1)) at the LEP level, 333 FTE jobs (3,331*(1.1-1)) at the Beaconsfield constituency
level and 267 FTE jobs (3,331*(1.08-1)) at the South Bucks level.
4.5.2.6 Estimates of the wider employment impacts that might be generated as a result of increased
activity at Pinewood, for example in terms of merchandising opportunities and promotion, have
been based on the research undertaken by Oxford Economics into the economic impact of the
UK film industry (see Section 4.3). On the basis of this research, a total of some 1,472 FTE jobs72
could be created within the UK economy as a result of wider catalytic economic impacts.
68

69

70
71
72

There are currently an estimated 850 FTE production company employees on-site and 80,607 sq m of stage, workshops and production
offices. The development of 70,715 sq m of additional floorspace would increase the total amount of floorspace to 151,322 sq m. This
equates to an increase of 87.7%. If it is assumed that there will be the same level of efficiency of use and this uplift is therefore applied to
employment, the number of FTE jobs will rise to 1,596 (850*(1+0.877)), subject to rounding.
The use of an employment density of 21 sq m is considered to be a cautious assumption, given that the HCA employment densitires guide
suggestes an average density for office use of 12 sq m per FTE employee.
HCA (2008), Additionality Guide: A standard approach to assessing the additional impact of interventions.
BIS (2009), Research to improve the assessment of additionality.
Under the PSDF proposals there will be a total of 3,331 direct jobs. Of these, it is estimated that 1,712 already exist on-site and the Oxford
Economics ratio of wider jobs to direct jobs of 0.67 (29,600/43,900) has been applied to these. One element of the wider employment
effect is the impact of films produced in the UK on tourism, through showcasing key locations and attractions. However, it is not certain
that the new productions secured at Pinewood as a result of the PSDF will necessarily promote the UK as a tourism destination. As such, in
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4.5.2.7 The spatial distribution of the wider impacts is difficult to forecast. However, it is unlikely that a
significant proportion of these jobs would be located within the LEP or other local areas.
Therefore, in order to be cautious, it has been assumed that all of the wider employment will be
situated outside of the LEP area within other parts of the UK.
(iii) Summary of gross employment impact
4.5.2.8 The gross employment impact that would be delivered through the PSDF is summarised in Table
4.5. The scale of impact is compared to the assessed current level of impact at Pinewood, in
order to highlight the gross effect of the PSDF. Overall, after expansion, it is estimated that
Pinewood would support over 8,100 jobs within the UK economy, with around 3,550 of these
being created as a result of the development proposals.
Table 4.5: Summary of gross employment impact
Existing operational
(baseline)

Total after expansion

PSDF impact*

Direct (on-site)

1,712

3,331

1,619

Indirect, induced and wider

2,866

4,803

1,937

Total

4,578

8,134

3,556

1,712

3,331

1,619

342

666

324

2,054

3,997

1,943

1,712

3,331

1,619

171

333

162

1,883

3,664

1,781

1,712

3,331

1,619

137

267

130

1,849

3,598

1,749

UK level

LEP level
Direct (on-site)
Indirect, induced and wider
Total
Beaconsfield constituency level
Direct (on-site)
Indirect, induced and wider
Total
South Bucks level
Direct (on-site)
Indirect, induced and wider
Total

*Includes the estimated impact associated with the development of the South Dock stage and Camelot proposals

4.5.2.9 Through supporting over 8,000 jobs, Pinewood will make a significant contribution to the
Government’s growth objectives. In particular, the implementation of the PSDF will play an
important role in achieving the goal, identified in the Government’s Plan for Growth, for the UK
to become a world-leader in creative industries. The project will also ensure that Pinewood

terms of the 1,619 new direct jobs created (3,331-1,712), the tourism element of the wider employment effect has not been applied. This
gives a wider jobs to direct jobs ratio of 0.20 (8,600/43,900). If this ratio is applied to the new direct jobs and the previous ratio of 0.67 is
applied to the current direct jobs, the overall number of wider jobs will be 1,472 ((1,712*0.67)+(1,619*0.20)), subject to rounding.
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continues to support the success of the regional and local economy, creating additional
employment opportunities, attracting inward investment and increasing export performance.
(iv) Net additional operational employment
4.5.2.10 In order to calculate the number of net additional operational jobs that will be created by the
development proposals, adjustments have been made in relation to leakage, displacement,
multiplier effects and deadweight. The following assumptions have been applied in relation to
each additionality factor:
leakage – as with construction employment, all of the operational jobs created are expected
to be sourced from labour located within the UK. Therefore, leakage will be zero at the UK
level. In terms of the other spatial areas (the LEP, Beaconsfield constituency and South
Bucks), reference has been made to PSL employee records for Pinewood employees and for
tenants (given these employees are also permanently based at Pinewood). For production
company employees, the survey undertaken on behalf of AMION has been used to inform
the estimates of leakage at each spatial area.
Based on these sources of information, the leakage rates applied are summarised in Table
4.6.
Table 4.6: Leakage rates
UK

LEP

Beaconsfield
constituency

South Bucks

Pinewood staff

0%

69%

78%

82%

Tenant
company
employees

0%

69%

78%

82%

Production
company
employees

0%

95%

96%

96%

displacement – to determine the appropriate displacement rate, discussions have been
undertaken with key stakeholders, including representatives of major international
production studios, such as Universal, 20th Century Fox and Warner Bros. In addition, the
PwC projections of potential demand have been used to inform the analysis. These show
that the UK could attract significant real market growth. However, this will only be secured if
appropriate facilities are available. The Planning Statement has identified that there are no
alternative options and consequently a displacement rate of 10% has been applied at the UK
level. This is very low at the national level and reflects the special nature of the
development.
At the other spatial areas (the LEP, Beaconsfield constituency and South Bucks)
displacement will be minimal given the lack of other studio facilities within these areas.
Nominal displacement rates of 0.5% at the LEP level and 0.25% at the Beaconsfield
constituency and South Bucks levels have therefore been applied;
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multiplier effects – composite multipliers have already been applied to the estimates of
gross employment as described above (in order to be consistent with the baseline
assessment of current economic impact); and
deadweight – it has been assumed that employment under the reference case would, by the
end of the assessment period, be at the same level as the current baseline (see Section 4.4,
Table 4.2). Again this is considered to be a cautious assumption. Consequently, there would
be no overall employment growth under the reference case. However, this does not take
into account the effects of the South Dock and Camelot developments.
The South Dock and Camelot developments are underway. As such, their impact represents
deadweight and should be netted off. After taking account of leakage, displacement and
multiplier effects, it is estimated that the South Dock and Camelot developments would
create 122 jobs at the UK level, 19 jobs at the LEP level, 12 jobs at the Beaconsfield
constituency level and 10 jobs at the South Bucks level.
4.5.2.11 Based on these adjustments, it is estimated that the proposed PSDF would create 3,078 net
additional jobs at the national level (see Table 4.7). Some 356 net additional jobs would be
created for residents of the LEP area, while 231 and 195 net additional jobs respectively would
be taken-up by residents of Beaconsfield constituency and South Bucks.

Gross PSDF
(incl.
multipliers)

Less leakage

Gross local
direct

Less
displacement

Net local
direct

Less
deadweight
(South Dock
and Camelot)

Total net local
additional

Table 4.7: Net additional operational employment – resident based

UK

3,556

-

3,556

356

3,200

122

3,078

LEP

1,943

1,566

377

2

375

19

356

Beaconsfield
constituency

1,781

1,537

244

1

243

12

231

South Bucks

1,749

1,543

206

1

205

10

195

4.5.2.12 The above analysis, through the application of leakage rates, takes account of the residence of
the employees who are expected to access the new jobs created. If, however, we are principally
concerned with where the jobs are located as opposed to where employees will live, leakage
rates can be set to zero. The results of such a workplace based analysis are shown in Table 4.8.
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4.5.3

Gross direct
(incl.
multipliers)

Less leakage

Gross local
direct

Less
displacement

Net local
direct

Less
73
deadweight

Total net local
additional

Table 4.8: Net additional operational employment – workplace based

UK

3,556

-

3,556

356

3,200

122

3,078

LEP

1,943

-

1,943

10

1,933

74

1,859

Beaconsfield
constituency

1,781

-

1,781

4

1,777

68

1,709

South Bucks

1,749

-

1,749

4

1,745

67

1,678

Gross value added

4.5.3.1 Table 4.9 shows the gross GVA impact per annum that could be associated with Pinewood on
the basis of existing operations and after the proposed expansion, as well as the gross and net
additional impact that can be attributed to the development proposals at each spatial level.
4.5.3.2 The gross estimates of GVA are based on the employment figures in Table 4.5, with an average
GVA per employee figure of £49,800 assumed for direct jobs and a figure of £47,000 assumed
for indirect, induced and wider. In terms of the net additional impact of PSDF, the GVA
estimates are derived from applying the appropriate displacement rates and deadweight set out
above for each spatial level to the PSDF gross impact GVA figures.74 Leakage has not been
applied as GVA is a workplace based measure.
Table 4.9: Summary of GVA impact per annum
UK

LEP

Beaconsfield
constituency

South Bucks

Existing operations

£220 million

£101 million

£93 million

£92 million

Total after expansion

£392 million

£197 million

£182 million

£179 million

Gross impact of PSDF

£172 million

£96 million

£88 million

£87 million

Net additional impact
of PSDF

£149 million

£92 million

£85 million

£83 million

Note: subject to rounding

73

74

After taking account of displacement and multiplier effects, but not adjusting for leakage, it is estimated that the South Dock and Camelot
developments would create 122 jobs at the UK level, 74 jobs at the LEP level, 68 jobs at the Beaconsfield constituency level and 67 jobs at
the South Bucks level
The difference between the gross and net additional PSDF GVA effect, particularly at the LEP, Beaconsfield and South Bucks level, is very
small due to the relatively low level of displacement and deadweight assumed.
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4.5.4

Exchequer contributions

4.5.4.1 The gross and net additional impact attributable to the proposed project in relation to
Exchequer contributions is set out in Table 4.10. These estimates have been calculated on the
basis of the employment figures in Table 4.5 and Table 4.7 and an average Exchequer
contribution per job of approximately £11,500 (subject to rounding). As described previously,
the average Exchequer contribution is based on Oxford Economics report on the economic
impact of the UK film industry.
Table 4.10: Summary of Exchequer contributions – UK level
Exchequer contribution per annum
Existing operations

£52 million

Total after expansion

£94 million

Gross impact of PSDF

£42 million

Net additional impact of PSDF

£36 million

Note: subject to rounding

4.5.5

Contributions to exports and Balance of Trade

4.5.5.1 Table 4.11 sets out the gross and net additional impact attributable to the proposed project in
relation to contribution to UK exports. Again, these estimates are based on the employment
figures in Table 4.5 and Table 4.7 and an average export value per employee of £22,300 for
direct jobs located at Pinewood and an average figure of £3,100 for indirect, induced and wider
jobs (derived from DCMS’s Creative Industries Economic Estimates – see Section 4.3.3).
Table 4.11: Summary of contribution to UK exports
Value of UK exports per annum
Existing operations

£47 million

Total after expansion

£89 million

Gross impact of PSDF

£42 million

Net additional impact of PSDF

£37 million

Note: subject to rounding

4.5.6

Summary

4.5.7.1 Table 4.12 summarises the key UK level gross economic impacts of Pinewood Studios and the
net additional impact of the PSDF project.
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Table 4.12: Economic Impacts – UK Level
Gross impacts (including multiplier
effects) – Pinewood Studios
(Existing, South Dock, Camelot
and PSDF)

Net additional impact – PSDF

8,134

3,078

GVA (per annum)

£392 million

£149 million

Exchequer contributions
(per annum)

£94 million

£36 million

Exports (per annum)

£89 million

£37 million

Operational employment
(FTE)

4.6

PSDF’s contribution to UK growth and wider policy objectives

4.6.1

Overview

4.6.1.1 The market assessment and business planning has shown that there is substantial potential to
expand Pinewood in order to capture globally mobile investment. The preceding assessment of
economic impact has identified the substantial benefits that will be associated with the PSDF. In
delivering these benefits, PSL would meet important Government objectives in terms of growth,
at a time of significant economic uncertainty, and contribute to the development of the creative
industries sector, which is recognised as a priority75. The extent to which the PSDF will
contribute to the delivery of policy objectives is considered below.
4.6.1.2 The international financial crisis is continuing to affect global markets. The OECD outlook for
growth is poor and the global economy has weakened since spring 2012, led by developments in
the euro area where recession is again taking hold – this view is shared by the IMF. According
to projections, the loss of momentum at the G7 level is likely to remain in the latter half of 2012,
with the recession in the euro area and associated trade and confidence issues persisting. As a
result the UK’s economy is expected to contract by 0.7% in 2012. The US on the other hand is
experiencing comparatively stronger growth reflecting progress in balance sheet adjustments
and improving housing market conditions.
4.6.1.3 HM Treasury’s review of a comparison of independent forecasts for the UK economy is
summarised in Table 4.13. This indicates that the UK is expected to slowly recover from
recession from 2013, with growth expected to rise from -0.4% in 2012 to 2.4% by 2016. If
achieved, this will provide an improving climate for investment.

75

For example, The Plan for Growth, HMT/BIS, March 2011.
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Table 4.13: Medium term economic forecasts
2012

2013

2014

2015

2016

-0.4

1.1

1.9

2.3

2.4

- CPI

2.5

1.8

1.9

2.1

2.1

- RPI

2.9

2.3

2.6

3.0

3.1

Claimant
unemployment
(millions)

1.62

1.68

1.61

1.51

1.37

GDP growth (%)
Inflation rate (%)

Source: HM Treasury

4.6.1.4 At a national level, sustainable, shared and balanced growth is a stated Government priority.
The Growth Review was established in November 2010 and the Plan for Growth was announced
as part of the 2011 Budget. The Plan for Growth is based around four overarching ambitions for
the British economy and outlines a package of measures to support private sector investment,
enterprise and innovation. This is underpinned by a number of policies which focus on key
issues such as UK trade and investment, developing a world-class skills base that provides a
consistent source of competitive advantage, driving innovation and providing infrastructure that
meets the needs of industry.
4.6.1.5 Central to all these policies is the need to achieve sustainable growth that is driven by private
sector investment, enterprise and government support that removes barriers to growth. The
Government recognises that the UK has intrinsic strengths to build on, which make it an
attractive location for global companies and the Digital and Creative Industries sector is
recognised as one of the country’s key growth sectors in which the UK should strive to become a
world leader.
4.6.1.6 The Local Growth White Paper76 provides a complementary focus highlighting the need to
promote private sector activity in order to create new sustainable employment opportunities
and drive forward development. Stimulating local growth is focused on shifting power to local
communities and businesses; increasing confidence to invest; and focusing intervention on
tackling barriers to growth that the market will not address itself. The establishment of Local
Enterprise Partnerships (LEPs) led by the private sector, are a key component of the
Government's strategy to promote and deliver local economic development and growth.
4.6.1.7 London, the South East and the Buckinghamshire County, in which PSL is located, all represent
dynamic parts of the UK economy. With continued investment in appropriate infrastructure,
the area is well positioned to deliver investment and growth that will have an impact on the
overall recovery of the UK economy.

76

Local Growth: Realising Every Place’s Potential, BIS, Oct 2010
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4.6.2

Delivering key policy objectives

4.6.2.1 The proposed expansion of Pinewood will make a significant contribution to the Government’s
overall economic growth agenda and associated policies at both the national and local level. It
will deliver additional jobs and GVA and is important in ensuring the future global
competitiveness of the UK’s Digital and Creative Industries and the film and television sectors
within it. This will be achieved by:
attracting additional inward investment into the UK by improving and increasing the
capacity of Pinewood to meet market demand and retain its competitive advantage within
the industry;
encouraging the growth of UK film production (including through the new film production
fund/finance), high-end television and the subsequent export of UK content;
supporting the creation and growth of SMEs in the industry, through increased demand for
related products and services, and expansion of the facilities for companies to service
productions, which will attract new companies on to the site;
investing in critical infrastructure improvements (including advanced technology within the
studios and state of the art connectivity) and creating the right environment for growth of
businesses in the film, television and screen-based industries, sectors;
attracting new people to enter the industry and improving the skills of people currently
within it, through: joint work with the sector skills council to identify skills needs and
appropriate training solutions; delivery of industry led apprenticeship programmes; and the
promotion of diversity within the industry; and
supporting innovation within the industry through the expansion of the existing hub and
greater collaboration/knowledge transfer.
The project will result in the payment of additional business rates. In April 2013, the
Government is introducing a business rates retention scheme, which will provide a direct link
between business rates growth and the amount of money councils have to spend on local
people and services.
4.6.2.2 Table 4.14 provides a summary of how the project will contribute towards the delivery of a
number of key government objectives across a range of policy agendas.
Table 4.14: Contribution to policy
Government
policy

Key objectives

Implications of PSDF for policy delivery

Economic
Growth

Plan for Growth, Implementation
Update

Increased capacity will enable Pinewood to strengthen its
global competitive advantage and attract additional inward
investment and production activity to the UK, thereby
meeting a key objective within the Government’s Plan for
Growth.

(HMT/BIS, March 2011, March
2012)
Increase inward investment
and promotion of exports
Support apprenticeships and

64

Increased demand will result in the creation of new jobs,
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Table 4.14: Contribution to policy
Government
policy

International
trade and
investment

Key objectives

Implications of PSDF for policy delivery

participation of 16-24yr olds

for the economy.

Encourage
sectors

key

The proposed expansion will assist in the future growth of
the film, television and screen-based industries which will in
turn have an impact on the overall growth of the UK
economy.

Britain Open for Business (UKTI,
May 2011)

At present the creative industries currently account for
77
10.6% of the country’s exports, with TV and radio
contributing 2.6% and film, video and photography
accounting for 1.9%. Given their market size, film and
television are recognised as being of significant and growing
importance to the UK economy and therefore to delivery of
the Government’s Trade and Investment Strategy.

growth

in

Increase inward investment
and exports
Develop/promote key sector
specialisms

During 2011, the UK attracted over £1bn of film inward
investment, which primarily came from a small number of
major films. Pinewood is a world leader in accommodating
such productions and one of only four studios in the UK with
the necessary facilities. However, there is evidence that film
producers are going elsewhere due to capacity issues at
Pinewood. The proposed project will enable Pinewood, and
therefore the UK, to consolidate and further develop its
market position (particularly with regard to the increasingly
important major film segment).

Encourage supply chain
opportunities

In addition, the project will also potentially deliver wider
investment benefits as a result of the important role that the
Film/TV industry, and the creative Industries more generally,
play in establishing and reinforcing the UK’s image and
‘brand’.
Innovation,
clustering and
technology

Clusters in the UK, BIS (March
2012)
Cluster development
Innovation and Research Strategy
for Growth, BIS (Dec 2011)

Investment in state of the art facilities will improve the role
of Pinewood in acting as a key catalyst for growth,
innovation and skills development within the industry. The
studios will become increasingly attractive as a business
location for leading edge companies, which will help to
stimulate further innovation in the sector.

Development of innovative
businesses

77
78

The development of Pinewood will result in growth of the
78
existing wider cluster and specific hub of creative industry
businesses on site, which will facilitate the sharing of ideas
and collaboration between businesses, the development of
new products and services and the creation of new market
opportunities.

DCMS Creative Industries Statistical Release Dec 2011
Defined by Porter as ‘geographic concentrations of interconnected companies, specialised suppliers, service providers, firms in related
industries, and associated institutions in fields that compete but also co-operate.’ Competitive Advantage of Nations, Michael Porter (1990)
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Table 4.14: Contribution to policy
Government
policy

Key objectives

Implications of PSDF for policy delivery

Infrastructure

Consultation on Creative Sector
Tax Reliefs (HMT, June 2012)

Through a range of new production accommodation,
ancillary space (including workshops, offices, streetscapes)
and associated site improvements (including both physical
and technological security) expansion of Pinewood will
significantly enhance the existing UK infrastructure that
supports a number of cultural industries sub-sectors. It will
create the necessary critical mass of infrastructure and skills
to enable and support production in the UK both today and
in the longer term – a key policy aim behind the proposed
new tax reliefs for High-end TV, Animation and Games.

Key policy aim:
To create the critical mass of
infrastructure & skills to enable and
support production in the UK today
and in the longer term.

The project will build on an existing national asset that is
recognised globally due to the quality of the services and
facilities on offer.
Creative
Industries
and screenbased
industries

The Coalition: our programme for
Government – May 2010
“A vibrant cultural, media and
sporting sector is crucial for our
well being and quality of life”
DCMS Business Plan 2011-2015,
May 2011
Create the conditions for
growth
Support innovation, diversity
and creative excellence in the
arts
Film Forever: Supporting UK film
2012-2017 (BFI, Oct 2012)
Expanding education and
learning and boosting audience
choice
Supporting the future success
of British film – by
championing emerging film
makers.

Culture and
Tourism

DCMS, Strategy
March 2011

for

Tourism,

Increase visitor numbers

79

Pinewood Studios is recognised globally and is a key player
within the Culture, Media and Sporting Sector within the UK
– recognised by the Coalition Government as a key
contributor to well being and quality of life.
Furthermore, the government’s Plan for Growth recognises
that the Digital and Creative Industries sector has a key role
to play in driving growth in the economy as it recovers from
recession.
The proposed development of Pinewood will provide
important infrastructure and additional
business
opportunities (through sustained and new investment) that
will support the future growth of both production
companies and other SMEs that provide services to the film,
television and screen-based industries within the UK. The
proposed expansion will provide additional facilities to
attract more corporate and SMEs within the industry to
relocate to the site, to improve the ‘One Stop Shop offer’ for
productions on site. Furthermore, additional activity will
also provide greater opportunities for training/skills
development.
Increased capacity will also be required to meet the
anticipated demand from US and other overseas companies
seeking to benefit from the proposed introduction of the
new UK tax incentives for High-end television, Animation
and Games.
The Film Production sector, and Pinewood Studios as a key
facility within it, provides significant opportunities to
explore and promoting British culture. According to a report
79
by the UK Film Council , the UK film industry is recognised
as one of the most powerful cultural agents of the last 100
years.

The Cultural Impact of UK Film 1946–2006, the UK Film Council (June 2009)
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Table 4.14: Contribution to policy
Government
policy

Key objectives

Implications of PSDF for policy delivery
Cinematic film provides a universal and readily accessible
medium for the expression of British culture and national
identity and in doing so British films are instrumental in
spreading awareness and appreciation of British culture
around the world. They are also important in promoting a
sense of cultural identity within the UK.
In addition to the promotion of British cultural life, the film
industry and development of Pinewood will have an impact
on UK tourism. The impact of film and television on tourism,
for example, is well recognised, with high profile films,
including those produced at Pinewood, helping to increase
visitor numbers and establish and/or promote specific
attractions. While it is difficult to quantify the value of this
80
impact, Oxford Economics suggests around a tenth of the
value of foreign tourism to the UK may be attributable to UK
films.

Skills and
Talent

Skills for sustainable Growth (BIS,
2010)
More industry led
apprenticeships
Improved standards and
qualifications – set by the
Sector Skills Councils
Greater employer ownership
and responsibility for skills
development
Support for young people and
the unemployed
Creative Force: Creative Skillset
Strategic Plan (Sept 2012)
Greater ownership and
investment in skills and talent
Making the industry more
diverse
Deliver new ground breaking
entry-level training that meets
industry needs
Create quality assured
progression pathways
Government response to ‘Next
Gen – Transforming the UK into
the world’s leading talent hub for
the video games and visual effects
industries’ – (DCMS, Nov 2011)

80

Availability of world class skills is integral to the ‘offer’ that
underpins Pinewood’s competitive advantage. As a result
PSL does, and will continue to play an active role in
supporting the development of training and workforce
development within the industry, through the provision of
work placements and dedicated apprenticeship training on
site – which is at the heart of the government’s skills
strategy to underpin sustainable growth. PSL works closely
with the Sector Skills Council (Creative Skillset) at a strategic
level to shape policy, particularly in terms of identifying skills
needs within the industry and solutions for addressing them.
Following the recent film review and subsequent
development of Film Forever (the 5 year strategic plan
published by BFI), PSL in conjunction with BAFTA and
funding from the Department for Education have signed up
as the first partners on board to deliver the Youth Film
Academy pilot offering facilities and expertise that will bring
unique learning opportunities to talented 16-19yr olds as
part of the BFI’s priority to expand education and learning.
The expansion of Pinewood and continued attraction of
films will provide additional opportunities for specialised
training on site and up-skilling to respond to changing
technology and methods of production. Enhanced
facilities/space for networking will encourage knowledge
transfer and skills development.
As part of the expansion, PSL will work closely with Creative
Skillset and other organisations, in particular, Amersham and
Wycombe College, to develop and implement a skills
development and education strategy (which covers Film, TV

The Economic Impact of the Film Industry 2012, Oxford Economics (Sept 2012)
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Table 4.14: Contribution to policy
Government
policy

Key objectives

Implications of PSDF for policy delivery

Focus on investment in talent
to ensure that the UK remains
at the forefront of games
creativity
Social
diversity and
Inclusion

Film Forever: Supporting UK film
2012-2017 (BFI, Oct 2012)
Expanding
education and
learning and boosting audience
choice
Supporting the future success
of
British
film
–
by
championing emerging film
makers
Growing the next generation of
film makers and audiences

Local
Economic
Development

Local Growth White Paper:
Realising Every Place’s Potential
(Oct 2010)
Stimulating local growth by:
shifting power to local
communities and businesses;
increasing
invest; and

confidence

to

focusing
intervention
barriers to growth

on

The establishment of Local
Enterprise Partnerships (LEPs) are
a key component of the strategy to
promote
and
deliver
local
economic growth.
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and other screen-based industries). It will make space
available for learning, promote educational access and will,
in particular offer opportunities for ‘hands on’ experience.
The film industry is actively assisting in the development of
basic skills, social cohesion, and diversity. Creative England,
which has a base at Pinewood Studios, is developing
relevant initiatives which include the Film Culture Lottery
Fund to assist audiences throughout England gain access to
a wide and diverse range of film content; to deepen and
enrich audiences’ experience; and to integrate the unique
resources of regional screen heritage into wider film
provision. It will invest in audience development and access
to regional screen heritage.
PSL supports the communities in which it is based and
assists people from diverse backgrounds to enter the film,
TV and other screen-based industries – thereby
championing emerging film makers. The company supports
a number of initiatives to assist both young people and
Black and Minority Ethnic (BME) groups enter the industry ‘First Light’, and its follow-up scheme, ‘Second Light’ are
funded by the National Lottery and the BFI. Young people
work with industry professionals to lead high quality digital
media projects, which are entered into an annual awards
scheme. Since it launched in 2001, First Light has helped
more than 40,000 future creative professionals to write, act,
shoot, light, direct, construct and produce over 1000 films
and media projects. ‘Second Light’ provides a new talent
and development training scheme for young BME
filmmakers from across the UK.
As one of the key employers within the LEP area, the
proposed development of Pinewood will make a direct
contribution to a number of the key priorities, including
export performance, growth of SMEs, skills and workforce
development; improving connectivity (both IT and
transport); and safeguarding the high quality of life and
competitive advantage of the area. The expansion of
Pinewood will bring forward business critical infrastructure
and attract inward investment. It will support sustainable
business growth and will consequently contribute to
achieving the objectives of the LEP. In doing so, it will also
support the work of Buckinghamshire Business First in
helping to create a dynamic business environment that will
foster local growth.
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Table 4.14: Contribution to policy
Government
policy

Key objectives

Implications of PSDF for policy delivery

Buckinghamshire Thames Valley
LEP Plan for Sustainable Economic
Growth (November 2012)
The Buckinghamshire Thames
Valley
LEP
(BTVLEP)
was
established in January 2012 with
the vision of creating a vibrant,
balanced,
competitive
Buckinghamshire economy and a
mission of creating the conditions
that support business to invest,
grow and thrive. The plan
prioritises:
the need to stimulate smart,
sustainable business growth;
bring forward business critical
infrastructure;
secure the inward investment to
underpin growth; and
ensure the supply of a skilled,
flexible workforce.

PSDF will support a number of the LEP key objectives and
bring forward business-critical infrastructure. It will, in
particular, stimulate smart sustainable business growth by:
forcing a step change in Buckinghamshire’s export
performance and developing improved links with
symbiotic
international
clusters
in
which
Buckinghamshire has clear strengths, including film and
digital media; and
accelerating innovation in ambitious growth-orientated
companies and the priority growth sectors.

South Bucks Local Development
Framework: Core Strategy
(South Bucks District Council,
February 2011)

The core strategy sets out a vision
that by 2026, South Bucks will still
be a very attractive and popular
district in which to live and work.
Strategic objectives are grouped
according to - community needs;
living environment; maintaining
local economic prosperity and
addressing climate change and
environmental management.

The expansion of Pinewood Studios will contribute towards
the overarching objective of maintaining local economic
prosperity through the provision of employment and
training opportunities (core policy 13) for the local
workforce and supply chain opportunities for existing and
new business start-ups.

Core policy 13 promotes the
creation of a balanced local
economy and support for existing
and new businesses.
Sustainable Community Strategy
for South Bucks District 2009-2026,
(South Bucks District Council, Sept
2009)
The sustainable community
strategy provides the over-arching
framework for South Bucks and
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The Community Strategy recognises the importance of
Pinewood Studios as a unique facility for film production
and the ‘centre of a major creative industries cluster’.
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Government
policy

Key objectives

Implications of PSDF for policy delivery

sets out the key priorities for the
area to address five themes:
Thriving economy
Sustainable environment
Safe communities
Health and well being
Cohesive and strong
communities

Expansion of the Studios and the associated ancillary
accommodation will assist in strengthening this position and
provide supply chain opportunities for businesses within the
cluster. The project will directly contribute towards the
aims set out in the community strategy in relation to
building business, enterprise and innovation and promoting
global competitiveness; developing skills and employment
for the future; support strategic infrastructure requirements
and attract investment into the area.

In order to sustain and develop a
‘Thriving Economy’, the plan sets
out a number of key aims, namely
to: build business, enterprise and
innovation and promote global
competitiveness; develop skills and
employment for the future;
increase
affordable
housing;
support strategic infrastructure
requirements
and
promote
investment in South Bucks.

4.6.2.3

The analysis shows that by capturing internationally mobile investment the PSDF project would
make a significant contribution towards achieving the objectives of UK Government growth and
sector specific policies.
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5

Conclusions
Rising global demand for content and production facilities

5.1

The creative, film and screen-based industries are global in nature and importance. In 2011, the
market was worth around $545 billion and by 2016 this is expected to reach $728 billion. Over
the same period consumer spending on television, film and video games is expected to increase
by 6.0% per annum and this rising global demand for screen-based media is driving the need for
additional, state-of-the-art, production facilities that can accommodate major films, bigger
budget/large scale quality television production, and global demand for higher-end games with
more cinematic production.

5.2

The market is also being driven by the ongoing shift towards digital film technology and the
requirements of major film production companies – in particular, demand for larger studios,
with larger and higher stages, provision of ancillary and backlot space, alongside greater levels
of internet connectivity and security.

5.3

In response to this rising demand however international competition to attract major film
productions is growing increasingly fierce and poses a potential threat to the UK industry. While
the UK competes strongly in relation to key location criteria – fiscal incentives, exchange rates
and the availability of skilled labour, the introduction of favourable incentives in parts of North
America and investment in infrastructure by the BRIC countries has the potential to challenge
Pinewood’s competitive position.
PSL is at the ‘cutting edge’ of the industry and makes a valuable contribution to UK plc

5.4

Although PSL has invested heavily in Pinewood in recent years (through investment in the 15.2m
(50 ft) high Richard Attenborough stage, upgrades to television studios, enhanced digital
connectivity and high definition camera technology) the existing estate provision is outstripped
by the increasing demand for large stages and workshops for productions. As a result,
Pinewood’s operational business is currently constrained and threatened by a lack of capacity,
which includes suitably sized stages with the necessary ancillary space to attract major feature
film productions concurrently.

5.5

Ensuring that Pinewood remains at the ‘cutting edge’ of film and television production, and able
to capture growing demand, is critical to the UK film and television industry, as studios are key
locations for film and television production in both the UK and globally.

5.6

At a national level, the film and television market are recognised as being of significant and
growing importance to the economy. The contribution of the film sector to national GDP is
estimated to be greater than, for example, the fund management or pharmaceuticals sectors, if
the core UK film industry’s procurement, spending effects from those directly and indirectly
employed and its contribution to UK tourism, trade and merchandise sales are taken into
account. It is estimated that overall the core UK film industry supports a total of 117,400 jobs,
generating over £4.6 billion GDP and contributing £1.3 billion to Exchequer revenues.

5.7

Expanding the capacity of Pinewood Studios to meet this demand and attract additional inward
investment will therefore make a significant contribution to the Government’s overall objective
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of achieving sustainable growth within the economy. In addition to increased inward
investment, additional capacity at Pinewood will facilitate export growth, skills development
and also contribute towards driving growth of SMEs and new innovation in the sector through
the established hub of businesses on site.
PSDF is financially viable and will drive growth
5.8

PSDF has been designed to respond to the future needs of the industry, following extensive
consultation with key industry players. The phased expansion includes stages, ancillary
production workshops, offices and streetscapes across the existing site and an adjacent site.
PSDF investment of £194 million will significantly increase Pinewood’s production capacity. It
will enable the studio to capitalise on identified levels of demand within a buoyant and growing
market and strengthen its global competitive advantage.

5.9

A business plan has been produced for PSDF which illustrates that the proposal is financially
viable. The projections indicate that from a funding perspective, PSDF is a commercially
attractive proposition that is likely to be able to secure finance to enable it to progress.
Furthermore, PSL’s executive management team has a track record of successfully delivering
large scale capital projects which include some of the world’s leading production facilities.
PSL will deliver significant economic benefits

5.10

Through the delivery of the PSDF, it is expected that the economic and employment impact of
Pinewood will increase substantially. In particular, it is anticipated that the PSDF will:
secure private sector investment of some £194 million (2012 prices), and the creation of
99,000 sq m of new sound stages, workshops, production suites and associated production
tenant office accommodation;
support over 8,100 full time jobs in the economy including multiplier and other wider
effects, compared with almost 4,600 full time jobs at present;
create some 3,100 net additional jobs at the national level;
produce £392 million (2012 prices) in GVA per annum once fully developed of which £149
million (2012 prices) per annum will be net additional at the UK level;
result in contributions to the Exchequer of £94 million (2012 prices) per annum, with net
additional contributions of £36 million (2012 prices) per annum;
generate £89 million (2012 prices) per annum in UK exports after expansion, with £37
million (2012 prices) per annum being net additional exports at the UK level;
help to ensure that Pinewood Studios remains one of the premier global brands and the first
choice location for large feature films, television and screen-based industries; and
contribute substantially to the continued success and growth of the UK’s creative industries
– a key driver underpinning the Government’s Plan for Growth for the UK economy.

5.11

The evidence is clear that PSDF will have a significant economic benefit to the local area and the
UK economy. The Pinewood Studios site at Iver Heath in Buckinghamshire provides a unique
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location for the film and television industry with a specialist range of high technology and secure
facilities, pre and post production services, and a range of skills and expertise. This clustering of
facilities, services and skills together with a strong track record of supporting productions to
deliver to time and budget, which is critical in today’s economic climate, makes Pinewood the
global leader for major film productions. Pinewood provides a hub for creative industries and
opportunities for the development of skills and new innovation which are critical to the
competitiveness of Pinewood and the long-term future of the UK film and television industry.
5.12

Without significant investment PSL is in danger of falling behind its competitors and eroding the
UK’s position as one of the global leaders within film and television production. PSL is one of
the most recognised and respected brands in production and synonymous with excellence in
the industry. It has established this reputation over many years and investment in PSDF will
help to secure this and its position as the number one destination for major film production.
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