19th July 2004

Jonathan Taylor Esq

Office of the Deputy Prime Minister

Planning Policies Division (C)

Zone 4/J6, Eland House

Bressenden Place

London, SW1E 5DU





          

Dear Mr Taylor,

Consultation Paper on Draft Planning Policy Statement 6

We wrote to you on 19th March on behalf of Accessible Retail and the Shopping Parks Investors Forum in response to the PPS6 consultation. The British Property Federation, representing an even wider body of informed opinion within the property industry, has now joined our initiative.  We attach an appendix listing some of our leading members.
Proposed research project and joint working party

We offered to explore our views in more detail with you through a formal and on-going industry/ODPM working party, which would supervise research projects to be agreed between us, and which we were prepared to commission, but unfortunately we received no feedback on this suggestion.

However, being aware of the need to progress matters so as not to prejudice the Government’s decision-making processes and its programme to publish PPS6, we decided to go ahead with our research project anyway and commissioned two pieces of work from MORI and Experian, (copies attached). 

As you may recall from our letter, we support the objective to protect town centres and to promote them as preferred locations for new retail investment.  However, this aim should be balanced by the correction of a commonly held misconception that out of centre retailing is a principle cause of town centre decline. Furthermore, we believe that recognition should be given to: - 

· The importance of enhancing customer choice through the provision of a range of shopping services

· The promotion of an efficient, competitive, consumer friendly and innovative retail sector

· The importance of taking account of qualitative need in securing these aims.

· The contribution of out of centre retailing to the UK economy towards GDP growth, lower prices and enhanced employment opportunities.


The chosen research sets out to provide hard facts to support our case and shows, in particular, that the growth in out of centre bulky goods retailing has helped to maintain rather than damage town centre vitality and at the same time has led to significant benefits to the economy, summarised as follows: - 

Economic Benefits of the Sector
GDP Growth:

1. Retail sector output (inflation adjusted) has increased by 115% over the last 20 years.

2. Over the last 5 years, retail expenditure has grown by 5% p.a. to reach 40% of consumer expenditure (consumer expenditure now amounts to 65% of GDP).
 

3. Retail spending has been responsible for 45% of GDP growth over the last five years.

4. Retail expenditure is forecast to grow by 50% 2003-2016 (in the same period, consumer expenditure is forecast to grow by 35%).

5. Bulky goods spend represents £54 billion p.a. or over 20% of all retail spend (up from 7% in 1980).

6. Expenditure on bulky goods has been responsible for about 35% of the increase in retail spending and about 16% of the increase in GDP over the last five years.

7. Bulky goods expenditure is forecast to grow by 60% 2003-2016.

Inflation/Competitiveness:

1. Over the last 3 years, retail goods have deflated by around 2% p.a. (consumer prices have inflated by just under 2% in the same period).

2. Out of centre retailers have seen volume growth exceed value growth over the last 10 years suggesting that they are a key contributor to this deflationary environment.

3. Average retail floor space efficiency has improved by 1%-2% p.a. over the last 40 years.
  

4. The period of most rapid productivity growth has been the last 20 years coinciding with the growth of retail warehousing.

5. Average out of centre sales densities are up to 25% higher than those in the high street.
  

6. This difference is especially apparent in bulky goods e.g. furniture & floor coverings retailers trade almost twice as productively out of centre than they do in-town with DIY retailers around three times. 

Employment and Productivity:

1. At present retail employs over 3 million workers (10.6% of the working population) and is growing.
  

2. Retail warehousing accounts for about 10% of this total.

3. The anticipated growth in bulky goods retailing is expected to create 145,000 new jobs (based on current average employment per square foot ratios).
  

4. Many of these new jobs will be with established companies which provide training, promotion, career paths, pensions, good health and safety etc and will be accessible to excluded groups (e.g. part time available to women with children, the elderly etc). 

5. Retail productivity is rising. Since 1990, retail staff productivity (calculated as retail output divided by retail employment) has increased by £6,000 to £17,500 (2000 prices).
  

6. This trend is expected to continue, with productivity increasing by £6,100 to £23,600 by 2016.  This is equivalent to an increase of more than a third, bigger than the expected increase in productivity across the whole economy (28%).
  

Investment:

1. Around £17.5 billion (IPD data) was invested in retail warehouses, at the end of 2003 (an increase of nearly £7 billion over the last five years).

2. Funds with a high exposure to retail warehouses have outperformed funds with lower exposure, achieving annual returns over 11% over the last 10 years, compared to 10.5% for all funds.
  

3. This gap has widened markedly in recent years (2001 to 2003), with funds with a high exposure enjoying annual growth of 10.3%, compared 9.2% for all funds.

4. In addition, further property assets owned to support retail warehouses (distribution warehouses, HQ offices etc) are held in pension fund property portfolios, as are significant shareholdings of the leading owners and occupiers.  

Impact on Town Centres and Sustainability
Assuming no increases in existing space productivity, demand for bulky goods retail warehousing space is forecast to increase by 104 million square feet by 2016 (if located in out of centre formats), an increase of some 50% on the current 200 million.
  If this demand for floor space had to be accommodated within town centres, it would have to increase to 193 million square feet.
  This is because the efficient out of centre format cannot be replicated in town centres.  Allowing for a space productivity increase of 50%, the required floor space would be reduced to 50 million square feet and 93 million respectively.
  This would suggest that encouragement of innovative space solutions, such as mezzanines, is key to keeping floor space needs within a manageable space-planning framework. 

The perception in PPS6 that out of centre retail warehousing is a main cause of town centre decline is not supported by evidence.   From 1993-2003, high streets lost only 2% of sales (53% to 51%), despite the creation of 70 million square feet of new out of centre space.
  This small loss cannot be attributed to any laxity in the planning regime (as would appear to the case in the revised PPS6), as the period coincides with the first tightening of policy in PPG6 in 1993 and the far more restrictive revision in 1996.  Retail sales per square foot have grown faster in high streets over the last ten years than in out of centre locations (60 % compared with 20%).
   The view of retailers is that high streets have benefited from the release of space formerly occupied by bulky goods retailers moving to retail parks, as the low densities of bulky goods traders have been replaced by complementary high-density retailers and other occupiers selling more suitable goods.

“Regarding unsustainability, the perceptions that out of centre retail warehousing is socially divisive because of its reliance on car trips and a cause of traffic congestion, are not supported by our research.  93% of adults use a car nowadays – either as a driver or as a passenger and consumers are most likely to visit retail parks or large warehouse outlets for bulky goods purchases (38%-44% as compared with 18%-27% who are most likely to visit in town centres - the % varies according to the produce).  Although longer, trips to retail parks are less frequent than trips to town centres or food stores.  Our MORI Survey indicates that trips to retail parks account for only 6% of all mileage travelled for the types of journey covered in the research such as shopping, commuting, school runs or leisure activities.”

	Retail location
	%
	
	%

	Town centres
	11
	To/from work
	35

	Out of town centres
	14
	To/from school
	5

	Supermarkets
	10
	Leisure
	18

	Retail parks
	6


For the above reasons, we believe the economic benefits which would flow from the growth of the out of centre bulky goods sector can be secured without prejudice to the overall aim of PPS6 to protect town centres or to the sustainability agenda.  To secure this, the policies on bulky goods retailing in PPS6 will need to be changed.  At present, however, only 3 million square feet p.a. of new space is being permitted by the planning system, a rate wholly insufficient to accommodate the forecast growth.   If the revised policies in PPS6 are not changed to permit this, the economic and other benefits derived from the sector set out above will be lost. 

The changes in policy needed broadly are to: - 

1.
Allow/encourage mezzanines  

2.
Allow existing parks retail parks and stores to refurbish and expand

3.   
Overall, to allow sufficient new floor space in the sector to enable it to grow in line with its share of the total retail market. 

4.
In addition, where retail floor space growth in town centres is prevented by physical, environmental or heritage factors, other classes of retail goods including A1 should be permitted to locate in out of centre locations. 

In conclusion, it is our view these findings demonstrate that if PPS6 proceeds as set out in the consultation paper, growth in the economy, competitiveness and employment will be tangibly restrained.  Of further concern, is that unless the concerns of the retail and commercial property industries are addressed, not only will this occur, but the primary aim to promote and enhance town centres will be compromised as well.   

We look forward to your response and urge you to give this your early attention, as the anticipated publication date for the new PPS6 is the autumn.   Clearly, therefore, if you are persuaded by our concerns, engagement with ODPM would need to be as soon as possible.  

We have suggested a working party made up of the industry (property owners, retailers and investors) and ODPM but this has not been taken up.  We still feel this would be an inclusive and participatory way forward and would be happy to engage with you on this basis.  

We believe this would progress discussion rapidly within the projected timescale.   In addition, it would provide a mechanism for an on-going dialogue between our two industries and the Treasury on the sector and its important role in the economy.   

Yours Sincerely
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Andrew Lewis-Pratt, Chairman, Accessible Retail

Matthew Knowles, Director (Regeneration & Development), British Property Federation

Martin Clews, Chairman, Shopping Park Investors Forum


APPENDIX OF MAJOR ORGANISATIONS WITHIN THE MEMBERSHIP OF SHOPPING PARK INVESTORS FORUM, BRITISH PROPERTY FEDERATION AND ACCESSIBLE RETAIL

Owner/Investors

	Arlington Property Investors
	Credit Suisse
	Merrill Lynch Investment Managers

	Audley Estates
	Deutsche Asset Management 
	Morley Properties 

	BrideHall
	Hammerson UK Properties
	Peel Holdings plc

	British Gas Staff Pension Scheme
	Henderson Investors
	Pillar Property

	British Land Corporation
	Insight Investment Management
	Prudential Property Investment 

	British Steel Pension Fund
	ISIS Asset Management
	Royal London Asset Management

	Canada Life Assurance Co
	Junction Property
	Schroder Properties

	Castlemore Securities
	Land Securities
	Scottish Widows Fund & Life Assurance

	Citygrove 
	LaSalle Investment Management
	Stadium Group

	Co-operative Insurance Society
	Legal & General Property 
	Standard Life Investments


Retailers

	Allied Carpets Group
	Dixons
	MFI

	American Golf Discount Centre
	Dreams
	Pets at Home

	Arcadia Group
	Dunelm
	Pizza Hut

	Argos
	Focus Wickes
	PRG Powerhouse

	Asda Stores
	Furniture Village
	Sainsbury’s Supermarkets

	B&Q
	Furnitureland
	SCS Upholstery

	Boots The Chemist
	Halfords
	Sports World

	Borders (UK)
	Homebase
	Staples (UK0

	Brantano Footwear
	KFC (GB)
	T K Maxx

	Burger King
	Marks & Spencer
	Tesco Stores

	Comet Group
	Matalan
	United Co Operative 

	Decathlon
	McDonald Restaurants
	Woolworths
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