Re: Planning application UTT/1323/09/FUL

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

(the “Application”)

Comments of Save Walden Town Centre on the December 2009 Savills Retail Study Appraisal 

A. INTRODUCTION
1. This submission is made by Save Walden Town Centre in relation to the document prepared by Savills, dated December 2009 and titled “Appraisal of the Supporting Retail Study prepared by G.L.Hearn on behalf of Tesco Stores Limited for Uttlesford Borough Council” (the “Appraisal”).  

2. As a general point, we are extremely disappointed by the Appraisal for a number of reasons which we go into further below.  In particular, it is extremely superficial; it accepts unquestioningly the numerical claims made by Tesco Stores Limited (the “Applicant”) in its Retail Assessment dated October 2009 (the “Tesco Retail Assessment) and it has not been updated to take account of Planning Policy Statement 4 (“PPS4”) or the associated Practice guidance on need, impact and the sequential approach.  
3. Moreover, the Appraisal takes no account of the issues raised in the Saffron Walden & District Friends of the Earth submissions of 10 December 2009 (the “FoE December Submission”) and 18 January 2010 or issues raised by SWTC in subsequent correspondence with Uttlesford District Council (“UDC”).  We understand that this is because these issues were not raised by UDC with Savills as material items for consideration, which seems to us to be a serious procedural error in the consideration of the Applications.
4. For these reasons, the Appraisal is of extremely limited value, and we do not believe it can possibly form the basis of any proper consideration of the merits and impact of the Application by the UDC planning officers or the UDC Development Control Committee.

B. THE APPRAISAL
5. In our comments on the Appraisal, we make a number of general points which apply to the Appraisal as a whole and then comment specifically on particular paragraphs of it.

6. As a preliminary point, and as we say above, the Appraisal is extremely short, very limited in its scope, extremely superficial and contains no investigation whatsoever of many of the numerical assertions made by the Applicant.  The Applicant clearly deliberately understates the likely turnover of the extended store and deliberately overstates the likely capacity of the catchment area.  The conclusions reached on impact, which are largely unquestioned in the Savills Appraisal, are therefore completely erroneous and without any proper foundations.  We do not see how the Appraisal can possibly form the basis for consideration of the Application, save in respect of very limited issues.  All of our comments should be read against this background.

7. No attempt is made in the Appraisal to define a realistic catchment area for the Applicant store, reflecting the similar failure in the Tesco Retail Assessment.  The Tesco Retail Assessment uses a Study Area encapsulating the whole of Uttlesford, which is completely unrealistic as a catchment area.  Zones 2 and 3 of the Study Area cannot possibly form any material part of the catchment area for the Applicant store; equally Zone 1 is extremely unlikely to form a catchment area, as significant parts of it are considerably closer to Haverhill or Bishops Stortford than to Saffron Walden.  Despite this, paragraph 1.08 of the Appraisal is happy to accept the whole of Uttlesford as a catchment area.  We do not see that the Appraisal can come to any meaningful conclusion without a properly calculated catchment area.  PPS4 and the Guidance of course require the identification of a realistic catchment area as a starting point in any EC16 impact assessment.
8. The Appraisal appears to have looked only at the Tesco Retail Assessment, and not to have considered the statements made in the Applicant’s Planning Statement – in particular there is no assessment in the Appraisal of the Applicant’s comment at para 6.27 that the main reason for the Application is a supposed qualitative need rather than any quantitative need.  Even though the Applicant itself accepts there is no quantitative need, the Appraisal is still happy to conclude that there is one.

C.  SAFFRON WALDEN TOWN CENTRE
9. We agree with the Appraisal’s findings in paragraph 1.06, 1.11, 1.15 and 1.16, which mirror the comments made in the FoE December Submission and the findings of the FDRS, that retention rates in Saffron Walden and district are as high as, if not higher than, one could reasonably expect.  We do not therefore see that the Appraisal’s acceptance that a significant amount of the Application’s turnover would be derived from “clawback” can possibly be correct. 

10. We also confirm the Appraisal’s findings in paragraphs 1.06 and 1.07 – on the basis of other retail studies we have seen the Saffron Walden retention rates are extremely high and all the more so when one considers its place in the retail hierarchy.  We can see no basis for expecting retention rates to be any higher or to justify any need for either convenience or comparison goods on the basis that they should be higher. 

D.  CONVENIENCE GOODS ASSESSMENT AND IMPACT
11. We disagree with the conclusions of paragraph 1.10 of the Appraisal.  We doubt considerably the extent of any increase in convenience expenditure for the reasons given in the FoE December Submission.  In particular:

a. The figures used by the Applicant are for the whole of the Zone 1 (as used by the Applicant), not for the realistic catchment area of the store;

b. More significantly, they are based on 2007 figures as a starting point and then rolled forward at long term trend rates.  2007 was of course the height of the retail boom, immediately before the recession started; as the FoE December Submission says at para 64(e), the Experian data says that there is more likely to be a decline in expenditure from 2007 figures not an increase.  No attempt is made in the Appraisal to interrogate the validity of these assumptions.  We should also point to paragraph B.22 of the Guidance, which specifically cautions against using this sort of growth projection to try to justify need;

c. No attempt is made to reconcile these projections to empirical evidence of how busy Saffron Walden is or of the trading performance of the current Tesco store.  We do not accept that the Waitrose is overtrading – and indeed have no idea whether any of the assumptions made by the Applicant in paras 5.28 – 5.32 to try to claim that it is have any validity.  The Appraisal doesn’t investigate them, when it clearly should have.  We would assume that if Waitrose’s turnover is any higher than company averages, this will be attributable to Saffron Walden demographics, and the affluent nature of the catchment area.  Again, Savills give no indication of how much this effect is likely to contribute;

d. On all the figures given by Tesco and Sainsbury’s, the existing Applicant store is undertrading significantly.  According to Table 5 of the Tesco Retail Study, its estimated 2009 convenience store turnover was just under £12,000/sq.m, against a company average of over £13,000/sq.m, even before adjusting for the demographics of the area.  If one takes the projected £13,558/sq.m sales density given by the Applicant in Table 5 of the Tesco Retail Assessment, one gets a more than £3m under-spend – this is virtually all of the projected convenience sales growth through to 2016 (and as we say we believe even this figure is an exaggeration).  If one takes the figures Sainbury’s use in their retail assessment (paras 6.29-6.33), Tesco is undertrading by £5.7m in convenience goods alone;
e. Similarly, the Guidance specifically cautions against using average turnover figures as a proxy for normal trading performance – see paragraphs B.42-44 of the Guidance – but nevertheless the Appraisal is happy to use them unquestioningly.  Given the demographics and relative average wealth of the Saffron Walden area, one would expect a considerably higher than average turnover for any store in the area – see paragraph B.44 of the Guidance – yet no attempt is made in the Appraisal to apply any correction or normalisation to the figures used, for these or any other factors.  This is clearly wrong. As the Guidance suggests, any suggestion of overtrading should be corroborated – as the FoE December Submission says, FoE visited both Waitrose and Tesco at peak times and there was no evidence of overtrading;

f. The Appraisal also makes no allowance for the ever-increasing proportion of sales made through the internet rather than in store.  From looking at other retail studies we understand that the percentage of convenience goods sold through the internet is expected to double in the next 5-10 years (see Chase & Partners Report para 3.18).  No allowance is made for this;

g. We therefore believe that the conclusions in paragraph 1.10 are completely wrong.
12. Paragraphs 1.13 and 1.14 accept without question the figures given by the Applicant in the Tesco Retail Assessment for its likely convenience turnover.  These are quite clearly completely unbelievable, and we are astonished that Savills have not questioned them.  In making their prediction, Tesco have used a lower than average store turnover and then applied a 50% reduction for which there is absolutely no justification.  On the contrary, it is widely accepted that new or refurbished stores will have a higher than average turnover level.  See also paragraph D.14 of the Guidance which endorses this and also recommends sensitivity testing.  It also seems to be generally accepted that the Saffron Walden Tesco is poorly run and maintained currently and therefore a higher turnover could be expected without any extension.  According to Table 5 of the Tesco Retail Assessment, at 2007 prices, an average turnover of £13,558/sq.m could be expected.  By comparison Tesco state that the convenience sales density for the existing Bishops Stortford Tesco is around £12,900/sq.m, and the Chase & Partners East Herts Council Retail and Town Centres Study prepared in August 2008 (the (“Chase & Partners Report”) noted that even 2 years ago Tesco’s average convenience goods sales density was “over £13,000” (see para 16.6).  Even the £13,558 could be seen as a conservative figure given the affluent catchment area and the effect of a newly refurbished store.  For an extended convenience sales area of 2,416 sq.m, the £13,000 sq.m gives turnover of £31.4m, compared with existing turnover (at 2009 prices) of £21.06, an increase of over £10m even before one provides any increase to reflect the refurbished store or the demographics of the Saffron Walden area.  Instead, Tesco claim, with no justification an uplift in convenience turnover of only £2.35m.  Put another way, an increase in turnover of this amount without any increase in sales area wouldn’t even take the Applicant store to the sales density of the Bishops Stortford Tesco!  If one took £13,000/sq.m as an average Tesco sales density in 2008, the existing Saffron Walden Tesco should have had a turnover of over £26.4m in 2008, even without an uplift for local demographics – this is £5m more than its stated 2009 turnover (as per Table 5 of the Tesco Retail Assessment) and more than double the sales it claims it will make from the increased convenience sales floor space.  There can therefore be no justification for the increase in convenience floor space.  
13. Given that the most directly affected stores will be those geographically closest, the vast majority of this turnover will be diversion from Waitrose and small town centre stores.  The Appraisal puts the percentage or trade coming from the local area at only 38%, which seems to be completely contradicted both by the Appraisal’s own findings on shoppers’ unwillingness to travel and external reports.  The true figure of potential town centre and Waitrose diversion is therefore more likely to be upwards of £6m rather than £0.9m, and the draw from smaller town centre shops may be relatively small but may make the difference between their survival and their failure.  These figures are also before making any sensitivity adjustments as the Guidance recommends. 

14. We believe therefore that the conclusions reached in paragraph 1.14 are incorrect.

D.  COMPARISON GOODS ASSESSMENT AND IMPACT
15. For the reasons given in relation to paragraph 1.10 of the Appraisal, we find it incredible that Savills have not interrogated the GL Hearn claims as to future comparison goods expenditure.  We would again repeat the statements made in paragraph 64(e) of the FoE December Submission, in particular that the Applicant uses 2007 figures and then increases them, when in reality retail turnover has diminished considerably.  We do not therefore believe that there is any justification for the statements made in paragraphs 1.17 and 1.18 of the Appraisal, particularly given that the Appraisal agrees that the level of trade outflows is normal for a town like Saffron Walden.  We also repeat the statements made in the Guidance about the danger of relying on rolling forward forecasts and the need to rely on empirical evidence – with only 2 years to go until 2012, we believe that it is unlikely in the extreme that sales densities in Saffron Walden will have doubled by 2012 as the Applicant suggests!  
16. The empirical evidence of shopping in Saffron Walden doesn’t suggest over-trading, let alone on this scale.  It is not obvious that the Appraisal has included any local market research, but talking to shopkeepers in town they are very concerned about how quiet town is and their potential viability.  Certainly the statements made by the Applicant and repeated in paragraph 1.17 of the Appraisal seem to have no basis in reality – again, we cannot see why the Appraisal has accepted these unquestioningly.  As the FoE December Submission says (para 64(j)), there is no possible justification for the overall turnover figures produced by the Applicant and repeated in the Appraisal.
17. The Appraisal takes no account of increases in retail efficiency (for example the Chase & Partners Report says that it is generally accepted that comparison goods retail sales densities could be expected to grow at 1.5% - 2.5% pa – see para 3.15), which are likely to be able to accommodate all of any likely overall rise in sales from 2007 for the foreseeable future.

18. We cannot therefore see any justification for the need conclusions reached at paragraph 1.18 of the Appraisal

19. In relation to paragraph 1.20 of the Appraisal, we again find it incredible that Savills have accepted the Applicant’s projections.  As we say in paragraph 11 above, these projections seem to us to be completely unrealistic.  If one takes a starting point of the Bishops Stortford Tesco turnover of around £13,000 and applies a multiplier of 70% (which is what we have seen suggested as a much more realistic factor than the Applicant’s proposed 50% factor – see eg the Milton Keynes retail assessment of Tesco) for comparison goods, one gets a comparison goods sales density of £9,100/sq.m – this is likely to be an understatement, given the Saffron Walden demographics and the extra turnover of a new / refurbished store.  Applying this to the proposed new comparison sales area and applying a modest uplift for the factors mentioned above, gives a likely additional comparison goods turnover of around £10m, even without assuming a corresponding rise in the sales density of the existing comparison goods sales area and even without applying any sensitivity testing.  Given the general findings that the impact of supermarkets is primarily local, the great majority of this turnover will be derived from local shops.  If one assumes 75%, this gives £7.5m trade diversion rather than the £1.5m suggested in the Appraisal.  Virtually all of the comparison goods the Applicant proposes to sell are lower order goods for which people are far more likely to shop locally, so even this estimate may well be an underestimate.
20. We also note the provisions of paragraph B.23 of the Guidance, that assessments should be made of demand for the specific types of goods to be sold, not across the complete class of comparison goods as a whole.  The Appraisal completely fails to do this. 

21. We also note that the Tesco Retail Assessment claims in paragraph 5.47 that Saffron Walden retains 42% of total comparison goods expenditure from the Zone 1 Study Area used by Tesco.  Given the inaccuracies in the other figures Tesco produce, we do not know whether these can be believed, but one can be fairly sure they will not overstate the retention position.  As we have said before, parts of this area are closer to other centres and therefore this underestimates the retention levels from the realistic catchment area.  Savills note that the existing Saffron Walden retention rate is not unrealistic but don’t give any detailed analysis, and the FDRS regards this as very good.  If one looks at the Chase & Partners Report, Hertford, which is a rather similar market town, has a retention rate of 32%, and this is considered to be “reasonable but not outstanding” (see para 6.29); by comparison, Saffron Walden’s retention rate is more than 10% higher, which must therefore be extremely good already.  The Chase & Partners Report also notes that the Bishops Stortford retention rate of 51% is high and retention of local expenditure is “extremely high”.  Bishops Stortford is clearly a significantly bigger retail centre and it must therefore be completely unrealistic to expect any material change in the Saffron Walden retention rate, let only to the 50% Tesco allege – indeed the existing 42% retention rate should in our view be seen as very high.  We don’t understand why the Appraisal has not interrogated the Tesco 50% figure.  
22. Paragraph 1.21 then compares the likely Applicant comparison goods turnover with the whole comparison goods turnover of the Saffron Walden area.  This is completely inappropriate.  The Applicant would be selling entirely lower order goods, mainly of a kind competing with existing town centre stores.  It would have little or no direct competitive effect on higher order stores, and their turnover should be excluded from the calculation – to provide a valid analysis of impact, the Appraisal should compare the trade diversion with the trade of equivalent existing shops.  We believe this would represent a very significant impact on a considerable number of town centre shops.
E.  SEQUENTIAL TEST ASSESSMENT
23. Paragraph 1.23 raises the question of whether the existing size of the Applicant store is leading to unsustainable shopping patterns – there is no evidence of this given what is said about retention rates.
24. We believe paragraph 1.24 is misconceived – if it shows anything, the lack of enquiries for shops selling lower goods surely shows that there is no excess demand for them.  This is precisely one of the reasons we believe the extension is unnecessary – there is no excess demand in the Saffron Walden area for the type of goods proposed to be sold and therefore trade will almost entirely come through the diversion of trade from existing town centre shops.

F. CONCLUSION
25. Because of the failures we have identified above, we believe that many of the conclusions reached by the Appraisal are wrong.  In particular:

a. We believe the figures, when applied correctly, and when true figures rather than Tesco claims are used, show precisely the opposite, that there is no need for the proposed floor space, whether comparative or convenience;

b. There would be a huge impact on the town centre.    By accepting the Tesco figures, the Appraisal completely fails to state the true impact on the town, and also fails to take any account of the types of goods to be sold and the businesses in town likely to be affected;
c. We don’t believe it is reasonable for the store to expand its convenience offer as this will divert trade from the town centre;

d. We do not believe that there are any strong qualitative reasons for expanding the store.  Indeed the body of the Appraisal seems to reach an opposite conclusion.  Certainly the Appraisal doesn’t appear to suggest any qualitative reasons for expanding.  Virtually all of the goods proposed to be sold through the expanded store are already sold in town through a range of smaller retailers.  The effect of the expansion is likely to be to drive a significant number of these retailers out of business and therefore overall decrease rather than increase qualitative choice.

Save Walden Town Centre

April 2010
