Re: Planning application UTT/1451/09/FUL

Application by Sainsburys for a new store, Thaxted Road, Saffron Walden

(the “Sainsbury’s Application”)

Re: Planning application UTT/1323/09/FUL

Application by Tesco Stores for a proposed food store extension, Radwinter Road, Saffron Walden

(the “Tesco Application”)

Submission from Save Walden Town Centre relating to retail capacity, need and impact
A.  INTRODUCTION
1. This submission is made on behalf of Save Walden Town Centre.

2. We refer to the Sainsbury’s Application and the Tesco Application (together, the “Applications”).  Both of the Applications attempt to formulate a “need” justification by reference primarily to their claims for future retail sales growth.  This submission analyses the claims made by the Applicants by reference to third party published data, and shows that the claims they make are incapable of substantiation.  Although the test of need in PPS6 is no longer relevant, it is clear from PPS4 and the Guidance that “need” is inevitably intertwined with the assessment of impact.  Where there is no “need” for further retail capacity, that extra capacity will inevitably primarily take trade from the nearest competing retailers, and therefore will inevitably impact on them.
3. The market assessments made in this submission apply equally to both Applications, unless indicated otherwise.  Because the issues, and the claims made by each Applicant, are so similar, we thought that it was preferable to prepare one submission in relation to the two Applications, rather than separate submissions.  Unless indicated otherwise therefore, this submission applies to both Applications.
4. In preparing this submission, we have principally had regard to the following third party source documentation, and the statistics referred to are taken directly from these documents:

a. Pitney Bowes Business Insight Retail Expenditure 2009/2010;
b. East Cambridgeshire District Council Retail Study 2005 – updated partial review – final report April 2009 by Roger Tym & Partners (the “East Cambs Retail Study”);

c. Experian Retail Planner Briefing Note 7.1, August 2009;

d. East Herts Council Retail and Town Centre Study August 2008 (“East Herts Study”);
e. WYG Planning and Design Retail Audit on behalf of Bradford Metropolitan District Council, 28 May 2009 (“Bradford Retail Audit”); and 

f. Proof of evidence of Mr Adrian Fox of WYG Planning & Design on behalf of Milton Keynes Council re Tesco appeal, October 2009.

5. We have tried to analyse the comparison and convenience goods quantitative needs assessment contained in the Sainsbury’s Retail Assessment.  However, the assessments made by Sainsbury’s are on a district wide basis, and as stated in the FoE Submissions – and confirmed in the Savills Appraisals - the whole of the Uttlesford District is clearly completely inappropriate as a potential catchment area.  Whilst Zone 1 as used by Sainsbury’s would provide some sort of guide as to the potential catchment area for the proposed Sainsbury’s store, no separate figures are produced by Sainsbury’s for Zone 1 in the Sainsbury’s Retail Assessment or the Sainsbury’s Supplementary Retail Assessment.  Sainsbury’s have also made no attempt to define a realistic catchment area or to provide any relevant statistics for a realistic catchment area. We have therefore found it impossible to provide an analysis of their claims.  Given that the catchment areas for the proposed Sainsbury’s and the existing Tesco store are substantially the same, we consider that it is reasonable to apply the analysis we have made of the Tesco Retail Assessment to the Sainsbury’s Application.  Sainsbury’s have also used the same forward projections which Tesco have used, and which as we show below are completely inappropriate, and therefore the comments made below apply equally to their projections.
B.  THE APPLICANTS’ CLAIMS – COMPARISON GOODS
6. In their Retail Assessment, Tesco use Zone 1 as defined in their retail assessment as a proxy for the catchment area of their store.  As we have said before, we disagree with this starting point as areas of Zone 1 are clearly more accessible to Bishops Stortford, Haverhill and Royston, and believe that a proper catchment area should have been defined.  However, Zone 1 clearly represents some form of proxy for a catchment area, and clearly represents a “best case” position for the Tesco Application.
7. Tesco then take as a starting point their estimate that total comparison goods expenditure for 2008 in Zone 1 was £109.41m in 2008 (Appendix 11 of the Tesco Retail Assessment).  It is not clear how this figure is arrived at – from paragraph 5.44, it appears that they have used their 2007 projection and then applied a growth rate of 4.6% p.a.; as set out below this will give an over-inflated base figure, and in any case it conflicts with paragraph 5.11.  
8. For the purpose of this submission, we have assumed that the £109.41m is a valid starting point, although we have no way of knowing, and given the misrepresentations made elsewhere by Tesco should presumably be treated with caution.  From talking to retailers in Saffron Walden, it is clear that Saffron Walden is not currently overtrading in comparison goods, and given the stresses that many shops are under – and the number of shop closures in the last two years – it is clear that this level of expenditure does not represent an excess of expenditure over current capacity.  Indeed, given that two of the largest shops in the town centre (the former Woolworths and Eaden Lilley buildings) have been empty for considerable periods of time, and still are unused, it is clear that there is an oversupply of comparison goods retail space in town currently.

9. From the base £109.41m figure, Tesco then purport to apply an annual real growth rate of 4.6% p.a. to this figure for the forecast period, and then claim that this will produce comparison goods expenditure of £140.6m in 2009 and £176.9m in 2012.  It is not clear how these figures are arrived at, but we assume that the forward expenditure projection is a product of the rate of increase in population and the projected rate of comparison goods sales growth.  According to the population table at paragraph 5.18, the Zone 1 population is projected to increase at a rate of approximately 1% p.a. – again we do not know if this is correct.  We note however that the Strategic Environmental Assessment – Baseline Information Profile 2007/8 document prepared for UDC estimates that, based on ONS projections, the Uttlesford population would increase from 69,000 in 2001 to 75,300 in 2021, an increase of 9.13% in 20 years, or less than 0.5% p.a., considerably less that the figures produced by the Applicants (see p.175-176).  It is likely therefore that the Applicants considerably overstate likely population growth rates.
10. However, if one uses the Tesco figures, and applies an annual rate of increase of 1% and 4.6% to the £109.41m starting point in 2008, one would get projected expenditure of £115.59m in 2009 and £136.29 in 2012.  In contrast, Tesco claim that applying these rates of increase would give expenditure of £140.6m in 2009 (an increase of 20.5% in just one year) and £176.9, in 2012 (an increase of 62% in four years or an annual compound growth rate of some 13%).  The Tesco figures and their statements in relation to the available comparison goods market in section 5 of the Tesco Retail Assessment are clearly unbelievable.

11. If one used the Tesco projected rates of expenditure increase, the increase in comparison good expenditure in Zone 1 in the 4 years to 2012 would be approximately £27m; applying a 40% retention rate to this would give a realistic retainable increase of £11m.  However, as we show below, the projection assumptions used by Tesco are grossly wrong.      

C.  REALISTIC PROJECTIONS – COMPARISON GOODS
12. Following the 2007 credit crunch and the related retail recession, retail growth rates have slowed dramatically and are forecast to continue at well below the long term trend rate.  The leading retail analysts have recognised this and have produced revised retail projections post the credit crunch showing vastly lower projected retail sales growth; indeed in at least one other submission made by Tesco well before their October 2009 Retail Assessment, Tesco have explicitly agreed this – see for example paragraph 2.11 of the Bradford Retail Audit referred to above.  The rates used by the Applicants are therefore completely inappropriate now, and it is absolutely clear that the revised projections should be utilised.
13. The clearest presentation of the current consensus forecasts of projected retail sales growth which we are aware of are set out in the East Cambs Retail Study.  Section 3 analyses the projected rates of growth based on the figures produced by Oxford Economics / Pitney Bowes in the Pitney Bowes Business Insight, 2009, Retail Spending Outlook March 2009, which we understand is the most widely accepted forecast.  For the period from 2008 to 2016, which covers the entire permissible projection period for the Applications, Pitney Bowes project an average annual growth rate in comparison goods expenditure of .93%.  An alternative projection is given in the Oxford Economics Retail Expenditure Guide 2009/2010, which predicts negative retail sales growth in comparison goods of -2.7% p.a from 2008-2010 and then positive retail sales growth of 1.6% from 2008-2014, although the net effect is similar over the medium term.

14. If one applies the Pitney Bowes 0.93% growth rate and Tesco’s claimed 1% p.a. population increase to Tesco’s 2008 starting figure of £109.41m, one gets projected retail expenditures of £111.53m in 2009 and £118.15m in 2012, increases of £2.1m and £7.7m respectively.  Applying the 40% retention rate to these increases, one gets a realistic increase in Zone 1 comparison goods turnover of £0.8m in 2009 and £3.1m in 2012.  These contrast with our estimated comparison goods turnover for the Tesco proposed extension of £10m.  Indeed, even if one projects out to 2016, one gets a total retail expenditure of £127.58m, an increase of £18.1m, of which £7.2m would be attributable to Zone 1, and again therefore a smaller proportion to the Applicant stores’ realistic catchment areas.
15. These calculations however ignore two further factors which need to be taken into account – the continued growth in retail sales densities as retailers become more efficient, and the continued growth in internet and mail-order (or STF) spending.

16. Retail sales densities have grown steadily over the years, and are projected to continue to do so – the Experian Retail Planner 7.1 for example predicts sales density growth of 2.2% p.a., although this now appears to be an overestimate in the context of the current retail slowdown.  The East Cambs Retail Study assumes no sales density growth for the projection period (see paragraph 3.21); the Bradford Retail Audit assumes 1% sales density growth (see paragraph 2.19), and the East Herts Study assumes 1.5-2.5% (paragraph 3.15).  If one assumes a 1% p.a. comparison goods sales density increase in the period, and therefore discounts the projected figures by 1% p.a., one gets revised increased expenditures of £110.4m in 2009, £113.5m in 2012 and £117.8m in 2016, ie increases of £1m, £4.1m and £8.4m respectively for Zone 1, of which £0.4m, £1.6m and £3.4m could realistically be expected to be spent in the catchment area of the Applicant stores (applying the 40% retention rate).  If there is any pressure on retail space, and the rate of increase of comparison goods expenditure is greater than forecast, it is clear that much if not all of the increase can be taken up through more efficient retailing / increased sales densities.

17. Next, one must take account of STF sales, both existing and through the projected increases in STF sales as a proportion of total retail sales.  In terms of the quantum of STF sales, the East Herts Study predicts a doubling of STF sales from around 6% of total comparison goods sales to around 12% in the next 5-10 years (paragraph 3.18). According to the East Cambs Retail Study, which provides a fuller analysis, STF trading represents an average of 11% (compared with the 7.35% Tesco claim to have identified in Zone 1 – paragraph 5.43), and is predicted to grow to 14.1% in 2011 and 14.4% in 2016.  If one assumes that the Zone 1 figures follow this trend, they would increase from 7.35% of sales in Tesco’s 2008 figures to 14.1% in 2011 and 14.4% in 2016, a growth rate of approximately 1% p.a over the medium term.  If one deducts the extra STF sales represented by these figures from the projected expenditure figures shown in paragraph 16 above, in 2009, one would see a reduction of some £1.1m in available comparison goods expenditure in Zone 1, giving a net decrease of £0.1m, in 2012, a reduction of £4.4m to 2012, a net decrease of £0.3m and a reduction of £7.8m in 2016, a net increase of £0.6m.

18. In summary therefore, if one applies the consensus forecast figures for comparison goods retail turnover to the Tesco starting figures, one gets a maximum increase in the available turnover to be spent in Saffron Walden of £3.1m in 2012, once the new stores would be fully operational.  Even modest assumptions of increases in retail sales densities and factoring in consensus increases in STF trading reduce this to virtually nothing, or indeed to negative figures.  If one applied the population growth rate of less than 0.5% p.a. rather than Tesco’s claimed 1% p.a. rate, total Uttlesford projected expenditure to 2012 reduces by a further £6.5m, and the available turnover for Saffron Walden diminishes by a further £2.6m. Whichever assumptions are used, there seems to be no basis to assume any material need for further comparison goods retail space. 
D.  APPLICANT STORES COMPARISON GOODS TURNOVER
19. The SWTC submission of May 2010 in relation to the Tesco Supplementary Retail Study sets out our calculations of the likely comparison goods turnover of the Tesco store as enlarged by the extension.  As that submission shows, all of the retail studies we have seen indicate that the realistic comparison goods turnover of the Tesco store would be at least £10m, vastly more than they claim.

20. The Sainsbury equivalent figures are harder to find.  However, the comparison goods floor space for the proposed Sainsbury’s store would be virtually the same as that of Tesco (1,130 sq.m compared to the 1,137 sq.m for Tesco).  Tesco is generally reputed to have the highest sales density of the major supermarkets; if one discounts the Tesco sales density by 10% for Sainsbury’s, say, one gets a comparison goods turnover of at least £9m.
E.  THE APPLICANTS’ CLAIMS – CONVENIENCE GOODS
21. In their Retail Assessment, Tesco take as a starting point their estimate that total convenience goods expenditure in Zone 1 was £54.39m in 2008.  Again, we have no means of knowing whether this figure is a valid starting point.  Tesco then apply the obsolete Experian forward growth rate of 0.7% p.a. and their projected population growth rate of some 1% p.a. to this starting point to produce claimed expenditure figures of £55.46m in 2009, £58.61m in 2012 and £61.92m in 2016, increases of £1.07m, £4.22m and £7.53m respectively (see paragraph 5.21 of the Tesco Retail Assessment).  Given the 83% or so convenience goods retention rate of Saffron Walden, this gives a potential £0.88m, £3.5m and £6.25m available to Saffron Walden.
F.  REALISTIC PROJECTIONS – CONVENIENCE GOODS
22. According to the East Cambs Retail Study, a forward projection rate of 0.67% annual growth should be used for convenience goods in the period to 2016 (paragraph 3.22); it is not clear that these are correct however as the Bradford Retail Audit quoting the same source gives forecasts of -0.04% to 2012 and 0.057% to 2016.  According to the Retail Expenditure Guide 2009/10, a negative growth rate of -0.8% p.a. should be applied to 2010 and thereafter a positive growth rate of 0.5% p.a..  If the latter projections are used, convenience expenditure would rise by £0.2m to 2010 and by £1.86m to 2012 and by £5.6m to 2016, of which £0.16m, £1.54m and £4.65m would be available to Saffron Walden..  
23. Again, these figures ignore increases in STF spending and retail efficiencies.  Although retail efficiencies are likely to be small for convenience goods, they are likely to be positive and cannot be discounted.  STF convenience goods expenditure in the period under review is likely to increase by between 2% and 5% on the basis of the East Cambs Retail Study (paras 3.34 – 3.36), which would reduce expenditure by between £1.2m and £3m to 2016.  The figures in paragraph 22 also adopt the Tesco population projection of some 1% p.a. rather than the UDC projection of some 0.5% p.a.; adopting the lower number would remove virtually all of the projected expenditure increase.

24. The projected increases or decreases above are comparatively small and therefore particularly susceptible to changes in assumptions, as we have shown above.  It is unlikely therefore that there will be any material increase in convenience goods expenditure in the Applicant store catchment area in the period under review.
25. The Saffron Walden & District Friends of the Earth submission in December 2009 in relation to the Sainsbury’s Application contained at paragraph 55 a review of Sainsbury’s claims of overtrading in Saffron Walden, particularly at Waitrose.  Since that submission. Waitrose have produced their own submission and we have reviewed further evidence of benchmark turnover figures for Tesco.  In paragraphs 3.26 – 3.27 of their submission, Waitrose show that the benchmark turnover for their existing Saffron Walden store should be £16.1m rather than the £13.9m claimed by Sainsbury’s.  It is not clear what the turnover figure for Waitrose is unfortunately, and Waitrose are not prepared to confirm it; they do however say that the store “performs marginally above company average” and that “the degree to which Waitrose overtrades is far less than that calculated by Indigo and GL Hearn”.  Sainsbury’s claim a total turnover for Waitrose of £20.58m (Sainsbury’s Retail Assessment Table 8), although this appears to include both convenience and comparison goods; based on company average sales density and applying a factor of 70% for comparison goods sales densities, benchmark comparison goods sales would be £1.25m (and if the store is overtrading actual comparison goods sales would be higher).  Even if the Sainsbury’s figures are believeable, which appears doubtful, £20.58m less the benchmark sales of £16.1m less the comparison goods sales of £1.25m gives a maximum of £3.23m “excess” compared to the £8.78m claimed by Sainsbury’s.  Given the use of the term “marginally” by Waitrose, this appears to be an overstatement.  This is of course also before making any allowance for local factors, demographics etc.
26. The FoE Sainsbury’s Submission also showed in paragraph 55 that on the basis of the figures produced by Sainsbury’s and using benchmark figures for Tesco of £12,329/sq.m, Tesco would be undertrading by some £5.8m.  Even this underestimates Tesco benchmark sales, which are in the region of £13,000/sq.m (the East Cambs Retail Study says £12,900 while the East Herts Study says “over £13,000” and Retail Rankings (2007) indicates that the average trading intensity of Tesco Stores Ltd in 2005/6 was £12,890 per sq. metre), and this is an aggregate figure for convenience and comparison goods, so the convenience goods sales density is higher.  According to Table 5 of the Tesco Retail Study, the Saffron Walden Tesco has a total turnover of £21.06m, including convenience and comparison goods.  Based on a benchmark of £12,900/sq.m, a comparison goods sales area of 251sq.m and a 70% factor, one gets a comparison goods benchmark figure of £2.2m, leaving convenience goods sales of some £17.8m.  Benchmark convenience goods sales should be at least £26.2m (£12,900/sq.m on 2,028sq.m convenience net sales area).  Tesco therefore appears to have £8.4m of spare convenience goods capacity.  It appears also that the benchmark figures are for the aggregate sales densities rather than separating convenience and comparison goods, in which case the convenience goods capacity would be even higher – the benchmark sales for the store as a whole should be £29.4m.
27. It is worth also setting out the comments made in the East Cambs Retail Study about alleged overtrading ( paragraph 3.30):

“Unless there are very large differences from national sales densities, statements about “over-trading” or “under-trading” are contentious for the following reasons.

· The benchmark sales densities produced by Verdict and Mintel combine convenience and comparison sales.  Attempts have been made to separate the two but these are not convincing.

· It is also necessary to separate out the convenience floorspace of individual stores but such data are not readily available.

· The benchmarks also exclude VAT, whereas survey-based estimates for individual stores will include VAT.  It is not easy to estimate the average VAT content of convenience sales

· Apart from these difficulties in assembling comparable data, information from several leading operators shows that there is considerable variation around their company averages for convenience sales densities.  It is not unusual for individual stores to trade at 20% or 30% above or below the company average, and a few stores trade at 100% or more above.  These variations can happen because of factors like efficient management or attractive store design and not just lack of competition.
We conclude that it is not possible to demonstrate “over-trading” unless the differences are very large and are supported by independent evidence of congestion in the subject stores.”

G.  CONCLUSION
28. In conclusion, all of the independent analysts’ projections show that the figures used by the Applicants wildly overestimate the likely increase in the comparison goods market in Saffron Walden.  The reality is that there will be extremely limited growth, if any, after adjusting for STFs and retail sales densities, and therefore virtually all of the comparison goods turnover of either Applicant store will inevitably be trade diverted from the existing comparison goods stores within Saffron Walden.  The same is true for convenience goods.
29. The Tesco study estimates the total comparison goods retail spend in their Study Area of around £110m.  This is for all comparison goods, not just those of the type which the Applicants would be selling.  Given the likely comparison goods turnover of either Applicant of at least £9-10m, each store would take some 10% of the total existing comparison goods market, and clearly a far greater proportion of the market segments they are targeting.  These cannot fail to have a significant adverse impact on Saffron Walden town centre and the surrounding area.

30. For convenience goods, Sainsbury’s state that the likely turnover of the Sainsbury’s store would be £27.9m, which is an enormous figure in the context of the Saffron Walden convenience goods market and would have a huge impact.  Our calculations for Tesco show that if the Saffron Walden Tesco only achieved a convenience goods sales density equal to the average Tesco convenience goods sales density then the enlarged Tesco would have convenience sales of more than £10m higher than at present, again an enormous figure when compared with the £55m convenience goods market estimated by Tesco.  The analysis above also indicates that there is already overall significant convenience goods capacity in Saffron Walden.
31. It should also be stressed that the Guidance recommends that future projections should be treated with extreme caution and should be sensitivity tested – we have not done so, but clearly sensitivity tests would show an even greater impact of either Application than we have shown above.
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