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Executive Summary

SGS Economics and Planning (SGS) has been commissioned by Willoughby City Council (Council) to
review a planning proposal and supporting documentation for a proposed full-line Woolworths
supermarket al1-7-79 Smith Street East Chatswood, The proposal seeks an enabling clause to the

local environmental plan (LEP) to allow supermarkets as a permissible land use on the site, Council

has asked SGS to independently review the planning proposal submitted by City Plan Services
(CPS) and supporting documentation prepared by Duane Location IQ and Jones Lang Lasalle (JLL).

The subject site of the proposed supermarket is within the East Chatswood employment lands. The
current zoning in the employment lands promotes light industrial and business park uses as well as

support services, and prohibits the development of supermarkets and other non-bulky goods retail.
The CPS planning proposal and supporting documentation advocate that the East Chatswood

employment lands should accommodate a greater diversity of land uses and that the relevant
planning controls no longer reflect the land use demand for floor space in the area. Fufther, the
planning proposal argues that there is sufficient retail expenditure in the suggested catchment area

to support a supermarket with only a minor impact on the existing retail vitality of Chatswood as

well as smaller local centres.

SGS's review of the planning proposal and the accompanying reports highlight that while a prima

facie case has been made for the supermarket, there is still insufficient evidence on which to form
a view in favour of the proposal. In particular:

Reference to only partially relevant documents

The supporting documentation contains reference to a range of documents which it draws upon to
support the proposal. These include a draft Centres Policy (described on its cover as being'not
government policy'), discussion papers or non government reports. None of these have official
policy status, In simple terms the relevant thrust of the documents is:

Competition is facilitated by ensuring a supply of appropriately zoned land which more than
meets future demand for retail premises

Retail premises are best located in or on the edge of existing centres
The typology of retail and commercial centres should not be so rigid as to deny
opportunities for large format premises, such as supermarkets, locating in them
Proposals for retail premises in out of centre locations that can not be accommodated in-
centre or edge-of-centre should be subject to a net community benefit test (where net
impacts not transfer impacts are the critical consideration).

If this framework was adopted policy the only relevant test for the project, given that it is clearly
'out of centre' would be:

whether or not the project can be accommodated in-centre or edge-of-centre and if not,

then does it meet a net community benefit test.

a

a
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a

P,¡ SGS120053-East Chatswood review-12041.3
Economrcs & Plannrng



Neither of these is addressed in any detail in the CPS report or in other documents supporting the
proposal, Our analysis finds that there appear to be suitable sites in existing centres (see below).

Key relevant tests of the Centres Policy elements and employment lands strategic
assessment criteria in the Metropolitan Plan not addressed

In the absence of the above mentioned framework being adopted policy (or any other alternative
coming from the current NSW Government) the key and ultimate policy tests are the Centres Policy

elements and employment lands strategic assessment tests in the Metropolitan Plan for Sydney

2036 (p. 60 and p. I4l respectively) and the Section 117 Directions (1.1 Business and Industrial
Zones). The documentation contains no reference to the former document. A detailed letter
addresses the latter (see comments below),

Given the proposal would be an 'out of centre' development, overall it rates poorly against the

Centres Policy elements in the Metropolitan Plan for Sydney 2036,

A'quick'and qualitative assessment against the employment lands strategic assessment criteria
generates a mixed outcome for the proposal but more work is required by the proponent to test
the proposal fully against these criteria. In particular a more comprehensive report is required

which addresses the 'stocks of local employment lands and the ability of remaining stocks to meet
future local industrial needs'. The CPS and other documentation suppofting the proposal includes

information on the industrial land market and vacancies, but the medium to longer term supply-
demand perspective is not addressed (in a quantitative way).

Difficult for proposal to satisfy key relevant tests in the Section 117 Directionr 1.1
Business and Industrial Zones - in particular whether it maintains the economic viability
of centres and whether it will likely reduce the potential floor space for industrial uses in
the existing industrial zone.

The key tests which the proposal needs to satisfy from the Section 117 Directions - 1.1 Business

and Industrial Zones are whether it is consistent with clause 4 or, iî not consistent, whether it can

meet the clause 5 tests.

In Clause 4 the key tests are

1. whether it can give effect to the objectives of this Section 117 Direction, and

2. whether it will likely reduce the potential floor space for industrial uses in the existing
industrial zone.

In relation to the first key test:

It is arguable whether the proposal meets objective (a) (encourage employment growth in
a suitable location), given that it will be retail employment which the centres policy would

usually dictate should be in a centre (as a'suitable location'),

Probably, the critical objective that the proposal (and supporting studies) needs to meet is
(c) "support the viability of identified strategic centres. Ultimately a reduction in

SGS120053-East Chatswood review-1 20413 P. ii
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expenditure - even as little as 1,3 percent as suggested in the Duane Location IQ report -
is not consistent with the test of supporting the viability of the strategic centre of
Chatswood. The CPS repoft and letter state that it will "not threaten the viability" of
centres, which is not actually the test the proposal needs to meet,

In relation to the second key test:

It is very difficult to argue that introducing a general retail use to the zone (even if just to
one site) preserves the floorspace available to industrial uses within that zone.

However, it might be possible to satisfy this item if it was demonstrated that all potential
demand was able to be accommodated by the reduced supply, The supporting studies note
the change in type of employment uses and the current high vacancy rate but, though
implied, do not address this ultimate test,

If inconsistent with Clause 4 the relevant elements of Clause 5 that apply are that the provisions of
the planning proposal need to be:

justified by a study which gives consideration to the objective of this direction (5(b)) (see

discussion above), or

a in accordance with the relevant Regional Strategy or Sub-regional Strategy....(5(c))

For 5(c) the relevant Regional Strategy is the Metropolitan Plan and a broad and qualitative
consideration of the extent to which the proposal addresses or satisfies the centres policy elements
and employment lands strategic assessment criteria suggests the proposal falls short. Though in

relation to the latter (employment lands strategic assessment test) a more comprehensive
demand-supply assessment for the precinct would enable these criteria to be better addressed.

The proposal is not consistent with the Inner North Draft Subregional Strategy which seeks to
protect the East Chatswood area as (category 1) land to be retained for industrial purposes.

Council's relevant strategic planning directions not addressed

Council has a set of strategic planning directions (principally outlined in the Community Strategic
Plan but also in other Council reports and documents) which are not addressed by the planning
proposal. A summary of the key relevant directions and elements is as follows.

provide a diversity of housing, in particular located and provided with adequate
infrastructure and services

manage car parking to promote public transport use instead of private vehicle use

maintain local commercial and retail centres
locate employment in areas that can be well serviced by public transport
limit commercial and retail activity in industrial areas

support the CBDs of Chatswood and St Leonards,

a
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These strategic settings established by a number of Council documents and consultant reports do
not support development of the site for the proposed Woolworths supermarket, There is only a

limited reference to these local strategic directions in the CPS and other documentation,

Retail and economic analysis consistent with practice but assumptions unclear

While the retail and economic impact analysis adopts conventional benchmarks and thereby makes

a strong case in favour of the proposal, many assumptions used are not transparent, Sensitivity
testing of assumptions, or using primary, locally relevant data on expenditure patterns and

potential changes as a result of this proposal, generated using a survey of residents, would provide

for a richer and more robust assessment of the prospects for the supermarket and the impact on

surrounding centres,

It should be noted that the test of whether the planning proposal meets the objective of
maintaining the viability of centres (and the strategic centre of Chatswood in pafticular) is a key

one (in the Section 117 guidelines), The Duane Location IQ report acknowledges there will be a

negative impact on other centres (e.g. -1.3 percent in Chatswood centre, -5.4 percent in

Willoughby High Street and -4,0 percent in Castlecrag), We think these figures - without the
benefit of a detailed quantitative assessment - are probably understated. Nevertheless, any
proposal that has a negative impact on the expenditure potential of another centre (even if
modest) will find it difficult to meet a str¡ct reading of the objective of contributing to maintaining
the viability of existing centres.

Demand for industrial land in the East Chatswood precinct still strong for smaller
industrial units for mixed office/warehousing but vacancies high and concentrated in
larger format buildings and sites

The site is in the East Chatswood industrial area, The supporting documentation seeks to show

that there is a high vacancy rate in the area and that demand foremployment activities is changing

such that the area does not support'traditional'industrial activity anymore and a wider complex of
employment uses is emerging and should be allowed. SGS agree with this proposition but it does

not necessarily justify allowing general or supermarket retailing which would be better located in

centres.

Furthermore, the vacancies are concentrated in larger format buildings and sites for which there is

limited current demand. Sites with smaller industrial units are in demand. Overtime it could be

expected that many of these will redevelop in line with market preterences,

Planning controls (and appropriate transport ¡nvestment) should facilitate development for more

intense, diverse uses including some larger format or ancillary retail, offices and a hybrid mix of
business requiring both office and warehouse space, though without necessarily allowing general

retail (including supermarkets), which should be the subject of appropriate associated planning

given its catalyst role in centres

A longer term evaluation of supply-demand prospects in the precinct is required to support a case

for losing industrial land in the precinct to supermarket and other retail,

P. iv SGS120053-East Chatswood review-120413
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Two other sites would be suitable to accommodate a supermarket in existing centres

SGS has evaluated a number of alternative sites in the LGA, from a list provided by Council, for a

su perma rket development.

The site assessment was based on six criteria that assessed the sites based on their practicality,
location, their position within council policy and the metropolitan planning framework and what
their constraints were. The assessment indicates that Sites L (t73-I97 Victoria Avenue,

Chatswood) and Site LI (243 - 245 Penshurst Street, Chatswood) are probably the most viable
alternative options to the subject s¡te at East Chatswood. They are located in close proximity to
each other as well as the subject site and the assumed trade catchment boundaries, and would

support the viability and development of existing centres.

A supermarket - if supported on this site - should not be allowed to develop without
complementary and integrated planning of the immediate precinct including for
additional retail and possibly residential uses (forming in effect a new centre)

The proposed Woolworths development in East Chatswood is in line with recent activity by the
company as a site developer. A similar development has occurred in the Balgowlah or Manly Vale
industrial precinct and this has precipitated a wider evaluation of and up-zoning of paft of the
precinct. Land values in this area do not appear to have shifted upward as a result of the
Woolwofths development yet, but it is not yet operating and such higher land values would be

expected to occur over time once traffic and shoppers arnve.

If the proponent is able to build a stronger case to support the proposal and Council is inclined to
support it, in SGS's opinion it would be wrong to allow the supermarket as an isolated retail
development. In our view the supermarket development would catalyse further retail development
such that a centre by default would be created. In this case not only would the industrial area be

affected by encroaching and higher land value development, with unmanaged consequences, the
opportunity to obtain more desirable planning outcomes would be lost.

If the development was to go ahead there is a strong case for analysis and the development of a
structure plan and associated planning controls for basically a new centre in this location, building

on the supermarket anchor, with a small complex of supporting retail activities and potentially

residential development. The demarcation with the existing industrial area can be strongly drawn
to protect it for the future and traffic impacts can be managed in a more integrated way.

Conclusion

Ultimately, the key tests for this proposal are relevant policy elements and tests in the
Metropolitan Plan for Sydney 2O36 and the Section 117 Direction: 1.1 Business and
Industrial Zones.

1. The proposal fares poorly against the Centres Policy elements in the Metropolitan Plan for
Sydney 2036. It also 'falls short'against the Employment Lands Strategic Assessment. In
particular a more comprehensive report is required which addresses the criterion of
impacting on 'sfocks of local employment lands and the ability of remaining stocks to meet

P.v SGS120053-East Chatswood review-120413
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future local industrial needs',

From our analysis future projections of demand are modest but market anecdotes and

activity suggest that sites with smaller industrial units are in demand. Overtime it could be

expected that larger sites and buildings, where the vacancies are concentrated, will

¡edevelop in line with market preferences, Whether this will be sufficient to absorb spare
capacity needs to be the subject of further analysis.

2, In relation to the Section 117 Direction: 1.1 Business and Industrial Zones needs to satisfy
two of three objectives in particular.

Firstly, it is arguable if the proposal meets the objective of "encouraging employment
growth in a suitable location", given that it will be retail employment which the centres
policy would usually dictate should be in a centre (as a'suitable location'),

More critically, the proposal does not satisfy a strict reading of the objective of
"supporting the viability of identified strategic centres". Ultimately a reduction in

expenditure - even as little as 1.3 percent as suggested in the Duane Location IQ

repoft - is not consistent with the test of supporting the viability of the strategic
centre of Chatswood.

In addition, the planning proposal could seek to satisfy a net community benefit test, as per the
Department of Planning's Guide to Preparing Planning Proposals.

If the Council saw fit to support the development based on it being able to meet these various
tests, in SGS's opinion a fufther study on the potential of the location as a centre would need to be

conducted. The precedent effect of the supermarket development would be significant and it would
be difficult to resist additional retail and related development such that a centre'by default'is
likely. Council's planning needs to anticipate this prospect.

SGS

a

a
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1 lntrod u ctio n

1.1 Background

SGS Economics and Planning (SGS) has been commissioned by Willoughby City Council (Council) to
review a planning proposal for t7-I9 Smith Street Chatswood, The planning proposal was lodged
with Council by CityPlan Services (CPS) on behalf of Woolwofths Group (the property owner). The

brief also asks for supporting information submitted as part of the planning proposal to be

reviewed. This documentation includes a Response to Council prepared by Duane Location IQ in
relation to issues raised by Council about the proposal as well as a land use study for 17-19 Smith
Street and the wider employment lands study area that has been prepared by Jones Lang Lasalle
(JLL) for Woolworths Group.

The planning proposal seeks to amend the Willoughby Local Environmental Plan 1995 (the relevant
planning instrument) to allow for supermarket retail on the site. At present the subject site is
zoned 4(b) Light Industrial, in which supermarkets (not separately defined but covered by the

definitions of 'shops') are not a permissible land use, Further, Willoughby Council is currently in the
advanced stages of finalising their comprehensive LEP, based on draft Willoughby Local

Environmental Plan 2009. In the draft LEP the site is proposed to be zoned IN2-Light Industrial
which also prohibits supermarkets. The planning proposal seeks an enabling clause in the 4(B)
zone as part of the current LEP to allow supermarkets as a permissible land use, The proposal also

requests that this should also apply to any zoning changes to be carried over into the draft WLEP

2009,

The planning proposal and supporting documentation provide a case to justify allowing
supermarkets as a permissible land use within the zoned industrial area. The justification can be

summarised as:

The existing and proposed land use controls in the industrial area do not reflect the local

and regional land use trends and market demand for floor space

There is insufficient demand for traditional light industrial uses which indicates a need for
more flexible zoning and land use options in the area

There is additional expenditure capacity in the Chatswood retail catchment area combined

with limited room to develop a full line supermarket in Chatswood centre

The development of a new supermarket on the subject site would not have a major impact
on existing retail development in Chatswood centre, nor the other smaller retail centres
through the LGA and surrounding area,

A new supermarket on the subject site would create a cumulative net community benefit,
There is a growing trend and policy shift of allowing neighbourhood shops in business

development zones, business parks and certain light industrial zones

The proposed rezoning would create a higher density of employment per square metre than
existing uses.

a

a

a

a

a

a
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1 .2 Site context

The subject site is located at 17-19 Smith Street East Chatswood. The site is located within a light
industrial precinct. The precinct is identified as the East Chatswood Employment Lands in the draft
Inner North Subregional Strategy. The subject site was formerly a Sundell Holden Service Centre.

After Holden ceased operations at the site, it was purchased by Woolworths Group. Figure 1 below

shows an aerial view of the subject site, and the wider employment lands precinct.

Figure L Subject site in the East Chatswood Employment Lands

Source: Google Maps (2012)

The East Chatswood Employment Lands are a 26 hectare industrial precinct that accommodates a

diversity of land uses and industries. It was formerly home to traditional heavy industries, but now

contains a mix of light industrial uses, warehouses, business parks and a growing presence of bulky
goods retail and recreational facilities. The employment lands are one of only two precincts in

Willoughby Council and form part of the very small remainder of employment precincts left on the
North Shore of Sydney.

SGS120053-East Chatswood review-120413 P,2
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1.3 Scope of works

In completing a review of the planning proposal, SGS has focussed on the justification, and in

particular the method and assumptions adopted in the suppofting documentation. The following
tasks were carried out:

An assessment of the proposed development against the planning policy and strategic
planning framework at a state and local government level.

An examination of the methods and assumptions used by CPS, JLL and Location IQ in the
retail and economic impact analysis.
Testing the assumptions made and conclusions drawn in relation to the industrial land

market,
A sense check of data and methods through desktop review, consultation with commercial
property market agents and in-house experience.
A review of potential alternative sites.

An analysis of current supermarket retail strategy in purchasing land in industrial areas and

assessing the overall land use demand, impacts and land value changes from allowing
supermarket retail in employment lands.

Ultimately the work does not constitute a full peer review as it has not included any parallel

modelling or major quantitative analysis, It mainly focuses on the suppofting documentation and

the case for the proposal.

SGS

a

a

a

a

a
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2 Assessment of
state policy and

project justification against
planning framework

2.1 lntroduction: Metropolitan planningframework

The metropolitan planning framework has been developed by the NSW Government through long

term strategic plans prepared by the NSW Depaftment of Planning and Infrastructure (DOPI) to
guide Sydney's development for the next 25 years, The long term strategic plans include the

Metropolitan Plan for Sydney 2036 (20L0) and its predecessor the Metropolitan Strategy: A City of
Cities (2005), Draft subregional strategies including the Inner North Draft Subregional Strategy
(INDSS) were released after the 2005 Metropolitan Strategy to provide a higher level of local detail
and translating the vision of the metropolitan framework. The subregional strategies have

remained in draft form, though are key reference documents for Council planning, The overall
framework for metropolitan Sydney is based on the concept of a city of cities with a defined

typology of centres, each having specific roles. Global Sydney is supported by a network of regional
cities, major centres, specialised centres, town centres, villages and neighbourhood centres,

Chatswood is identified in the Metropolitan Plan for Sydney 2036 and the Inner North draft
Subregional Strategy (INDSS, 2007) as a Major Centre, with a major shopping, business and

regional employment role and focus for the Nofth Shore. The Chatswood Major Centre falls within
the Global Economic Corridor (running from Macquarie Park through the Sydney City Centre to the

Airport) which is a major economic and business concentration and driver of Australia's economy.

Chatswood is located between the specialised centres of St Leonards and Macquarie Park, forming
a vital link in the hi-tech and IT industrial cluster between the two specialised centres.

The INDSS emphasises the importance of existing employment lands in the subregion. One of the

four key directions in the Economy and Employment Chapter is to "Protect Strategic Employment
Lands" (p20). East Chatswood is identified as one of the strategic employment lands, The strategy
characterises the precinct as a 26 hectare (local industry) former heavy industrial area, containing
a mix of manufacturing and ancillary office development, with a hi-tech focus.

The INDSS sets a clear agenda to retain the existing employment lands within the subregion. It
suggests that given the continued demand for employment lands and scarcity of available land,

conversion of existing employment lands within the subregion should be restricted and existing
precincts, including East Chatswood, should be retained. The strategy does note that in order to
accommodate potential future demand, there may be a need for some intensification of
employment lands, however this must not undermine the integrity of the employment lands in

servicing local needs or threaten the strategic position of the established centres.

The CPS report assesses the metropolitan planning framework and critiques or adopts elements of
it in support of the project proposal. The CPS report also draws on a range of draft policy

documents and reviews (some from outside the state government) to make a case for the East

Chatswood supermarket proposal.

SGS120053-East ChatswooC review-120413 P,4
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The following section examines in more detail the policy arguments used to support the project,
and provides a critique of these arguments where warranted.

2.2 Policy justification for assessment

Draft Inner North Sub Regional Strategy

The initial discussion under this heading (CPS, p,33) accurately identifies how the site is identified
in the INDSS.

. Draft lnner North SubRegional Strategy

The sub.ject site is located with¡n the East Chatswood employment lands. The Draft lnner

North Sub-Regional Strategy identifies East Chatswood as Category 1 employment lands or

"land to be retained for industrial putposes".

The paragraphs that follow quote from the subregional strategic framework selectively and not
always accurately.

The Draft sub regional Strategy defines Employment lands as:-

" lradit¡onal ¡ndustrial areas and bus¡ness ancl technology parks for h¡gher order employmenl.

They are vital to supporting the economy and ability to service the city and incorporate light

industries, heavy industry manufacturing, urban seruices, warehousing and logistics and high-

tech based activ¡t¡es"-

The INDSS actually defines employment lands slightly differently (p.25)

EmploymøntLands
The Metropolitan Strategy defined Employment Lands
as including traditional industrial areas and business
and technology parks for higher order employment.
They incorporate líght industries, heavy manufacturing.
urban services such as concrete batching plants and
waste management, warehousing and logistics, and
higher order technology-based actívities.

The CPS report then goes on to provide a commentary on the subject site's suitability for
redevelopment given this subregional strategic context.

The size of the sub¡ect sÌte, in single ownership, ¡ts relationship to adio¡n¡ng low dens¡ty

residential and l¡ght industrial activities and its locat¡on close to the "Major Centre" ol

Chatswood renders ¡l desirable tor redevelopment. However, it is unl¡kely thal the key

functions ident¡fied within Category'l, such as heavy înduslry and manufacturing would

occur on the site due to ¡ts contextual constrainls- The site ¡s removed from high quality

¡nfrastructure including (Freeways such as M2; M5 and l\¡,17) access to tre¡ght (ra¡l road and

sea) as well as be¡ng in close proximity to low residenlial density housing.

P.5 SGS120053-East Chatswood review-120413
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This is introducing irrelevant considerations. The definition of employment Iands to be retained for
industrial purposes is actually more elaborate in the InnerWest Draft Subregional Strategy (p.28),
as follows:

CATEGORY 1

Land to be retained for industrial pulposos
Due to anticipated continued strong demand for
Employment Lands across the metropolitan region,
the majority of siles are currently considered to be
most appropriately placed in category one (i.e. to
retain for industrial purposes).These are sites which
presentfy function as industrial areas and provide
a regional/national economic role (including heaw
and lighr manufacturing or major freight facilities)
or subregional role (such as manufacturing and
distribution links in supply chaíns or ut¡lit¡es such âs
bus depots and water supplv infrastructure) or even a
local role (sudr as auto repairs, local business services
and trade supplies including building and plumbing).
Theyvary significantly in size (from less than
0.5 hectares to over 500 hectares) and, whilst they
may not all be significant employers, collecrively
these areas are vital to the health of local and regional
economies and should be retained to âccorrìmodate
the future range of economic services to sustain those
economies. Some of the smaller sites and operations
which host depots, util¡ties and service lrades are vital
in suslaining vibrant subregional economies.

Classification of Category 1 lands does not meân thät
the sites cannot be intensified or redeveloped to meet
modern industrial requirements and create additional
employment and economic benetits, but that they
continue to primarily accommodate industrial and
related uses, w¡thin the range generally allowed under
current zonings.

And in the INDSS (p.26) the East Chatswood area is explicitly described as follows:

'l) East Chatswood (Local lndustry) provides
26 hectares of industrial land containing local services
and a mix of manufacturing and ancillary office
development, with a high tech focus. lt evolved around
Scotts Creek close 1o the intersection of Eastern Valley
Way and Boundary Street The area was previously
home to tanneries and other heavy industrial activities.

There is no suggestion in these extracts from the INDSS that the site or the East Chatswood area is

designated or even desirable for "heavy industry and manufacturing" as the CPS text implies. The

category 1 designation suggests that these lands "will continue to primarily accommodate industrial
and related uses, within the range generally allowed under current zonings". In East Chatswood's

case the current uses are defined as "local services and a mix of manufacturing and ancillary office

development, with a high tech focus".

A supermarket development is clearly at odds with the intention of these draft policy extracts

SGS120053-East Chatswood review-120413 P.6
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Choice Free Zone RepoÉ

CPS summarise this report which was commissioned by the Urban Taskforce, including the
following (p,3a):

. Choice Free Zone Heport - May 2008

ln 2008, the Urban Taskforce commissioned lormer ACCC Ghairman, Professor Allan Fels,

to exam¡ne lhe regulation of retail development under the current planning system. His

report, Choice Free Zone, was released in May 2008. Professor Fels, argues that retail

developments should be encouraged oulside eslablished shopping centres, easing the

transport burden and e nco u ragi ng more " p e d es tr i an Ír¡ e n dl f communilies.

The Choice Free Zone report concluded that shoppers are paying far too much for their

groceries because of restrictive ouþof-date planning legislation. Professor Fels found that an

overhaul of the state goveÍnment's centres' policy would allow greater competition, leading

to consumers paying less for basic food items and other household products.

This document is an interesting contribution to the debate but has no policy status. It is also an

incomplete analysis that does not take a community wide perspective of benefits and costs, For
example it does not provide quantitative backing to its assertion that restricting supermarkets to
established centres results in congestion and nor does it look at the cost of additional travel time
that could result from a more dispersed pattern of retail development, or from more remote
locations for industrial land, which is what the report advocates.

The more laissez faire pattern of retail development in the US that is effectively promoted by the
Choice Free Zone report is critiqued in a letter to the Sydney Morning Heraldl (see Figure 2),

Figure 2. Letter to Sydney Morning Herald response to Choice Free Zone report
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Productivity Commission Report on the Economic Structure and Performance of the
Australian Retail Industry

Again, this Productivity Commission report2 has no official policy status. It is hard to argue with
the quote included (CPS, p,34).

"While recognÌsing the merits of planning and zoning controls in preserving public amenity,
Sfafes and Territories should examine the potential to relax those controls that limit
competition and restrict retail space and its utilisation".

Again any such change in controls needs to weigh up the complex of community costs and benefits
with a long term perspective.

State PIan

Not directly relevant

Draft Centres Policy

This is explicitly described on its cover as being 'not government policy'. Nevertheless, it provides

little if any obvious immediate justification or basis for the rezoning being proposed. The CPS

report quotes the'sequential test'from the policy as follows (p.36):

a il ¡tLlsl l¡rsl be defiþnslraled lhâl lhere are no sullably zoned s¡les w¡ih¡n lhe

existing centre. Where lhe zoning ts llexible - s¿./c¡r as a ¡¡uxed use zoÌE - ltwe
wll be ¡¡tore o¡tlrons available lo prog)nenls /l ,.s recoønsed llÊl acqutnnq

approl)ralely zo¡red s/les wilhn exßl¡ng cenlres may nol always be pracûcal or

leasible parlicularly il Ìarge íorntal stes are requirecl.

Í lhete ¿ìre no sLttlably zol)es s,les in lhe extsting cenlre. I iltusl lhen be

deùDnslraled lhal lhete are no sullable sifes /n an edge ot-centre locallon.

Where available edee ol-cenlre siles w¡ll generally be supporled parlrcul;trly il

good connecltons c¿yr be eslablßhed wlh llte exislutg cenlre

oLtl ol cenlre sland ¿ì/one siles will generatlly nol be supporteri unloss ¡l h¿s L¡een

detnotßlrated thal lherc are no suilable wilhin-centrc or edge ol-centrc sites

and tlÊre /s a de/ilons¿¡aled tþt coDilnuntty benehl..

Emphasis added

The accompanying discussion argues as follows

Further, it is considered that the subiect site, being edge-of-centre has good connect¡ons

wilh the established "Major Centre" of Chats;wood with good access to exist¡ng ¡nfrastructure

such as publ¡c transport. The rezoning of the subject sÍte lo allow a supermarket use would

be compatible and/or complementary w¡th the surrounding land uses; would increase choice

and competition w¡fi¡n the area, and would fac¡litate a permanent employmenþgenerating

activity. The above demonstrates the rezonings ability to produce a net community benefit.

2 Productivity Commission Report on the Economic Structure and Performance of the
Australian Retail Industry, No. 56, 4 November 2017
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No definitions of 'edge of centre'are provided in the Draft Centres Policy, but it is hard to see how
the site could claim this status, The sequential test concept emanates from British planning policy

in relation to town centres, The most recent relevant definitions of these concepts are contained in

the UK Department for Communities and Local Government, December 2009 document, Planning
for Town Centres: Practice guidance on need, impact and the sequential approach (p.33-34).3 The
relevant definitions are included below,

DEFINITIONS

l)elìnitirms are included in Annex B ol PPli4, 'l'he key definitions ¿re 'in centrel
e of centrtr anrl i:ur of centre'. lbr the pur¡rxs of:

¡) In centre
'l'he tentre' ftir ret¡il devt'lopment is tlefìned h¡' Pllj.t ¡¡ the primary shopping area
(PSf\). Key.consirler¡tions rvill be the ettent oferisting primùry frontagts, as

dclìned hy FrimÉ rÈntrl levels, and/or pedc.str¡an flows. 'l'hr. prt\ernce oi key irnchor
sl.orcs anrl othcr nruin l(ìwn cenlre ure; (e.g. r:inenr¡s) nriry llso help to irlentify thc
exlent ofthe IìSA. lVhcre specifir proposals ar¡. identifìerl. ftrr r'ranrple extensions
to exi$ting to$n cenlre shopping rhrnrrx, it may hr- appropriatt to tlcfine thex'
arcas as ¡rlanned exk'nsions to lhc I)SA-

¡¡) e of centre

l;or ret¡il p ¡ses, this i; ¡ l<rcati<¡r¡ th¡t is well connecled lo, and within el¡'
walking di.stuhce (i.€. up to lO0 nìelrÈs) of the PSA. l:r¡r ¡ll other nìniu t(rn n ccnlre
uÈes, this is likely to be nithin J0ll nretres of a þ!r¿n (enLre hounrl¡rv'.

ó-t

(r{

ó.5

(ì.ô

ô.:

ô.1ì

F('(lestrian.\' perceptions {ìfrasy rvalking d¡sltnrc,\ from the centre. C)ther
consirleratir¡ns inclurle b¡rrien suih ar cnrsing najor rouds and car p , the
iltlr¡rctivÉnc.rr anrl perreiverl safety o[ the route ¡rnd the strength ol¿ltr¡ction anrl
sire ol the loiln c€ntrÉ. A site will not he nell colrnecterl lo r centre wh€rc it is
physir-all1'separrtcil fnrm il by r barrier such rr a major ro¡d, r¡ril linc or river
¡ntl there is n<r t'xisting or prcpo*d perlestrirrn n¡ute which provides srfe and
conl'eniËnl. ¡rcL-c$s lo lhe sentrs.

¡{s rvell as erist¡ng onú prcrprxerl phy:;icrl links bctween th€ site/proposals anil the
FS¡\, the degree of functional linkage hetwÈen thÈ two will h-.n'e a major efltrct on
the leuel o{ linlctd trips, fìeople may be more rvilling tu walk betwecn an of
cenlrc sitc ¡nd the l¡5rl i[they each have strong, complementary ùltracti(rls.

Ìii) Out of Eentre

'L)ut ofcenlrc" krcations rrÉ ng! in or on thÉ edge r>fthc centre but not ner:esrîril''
oulside lhe urban are¡. 'l'hey are nol within easy walking clistance of lhe rentre tnd
are therefrrre r¡nlikely lo conlrihuþ t¡r linkcd tripl; or to share the ler.el oI public
trirnsFìrl accesribili$' 'ùs th(. town r:entre. \fh€rc hx¡rtions in existing centrÈs or
erlgc ofccntre locatl¡rns are n¡rt available, prelerenrc,rhould be given lo out ol
centre sites rr.ell s'ervrrl by a ch¡rice of means of tran*porl, which are clnre ta a
cr-nlrs í¡nd have l hlgher likeliho<¡rl of lornring links with a centre

On this and any other reasonable test this site - well over 2 kilometres from Chatswood station and

separated by residential areas and a sign¡ficant main road (Penshurst Street) - is'out of centre'. If
this policy had status the proposal would therefore need to firstly show that no in-centre or edge-

3

viewed 29 March 20L2
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of-centre sites are suitable (see section 8 of the draft policy) and secondly pass the'net community
test'to begin to be entertained.

The two items referred to in the above extract from the CPS report ('increase choice and

competition within the area'and'facilitate a permanent employment generating activity') are a

selective reading of the list of criteria mentioned in relation to the net community benefit test in
the Draft Centres Policy. The text that precedes the list of criteria is a clearer reading of what
might be included in a net community benefit test. This states (p. 24-5):

ln NSW a variety of evaluation practices have
developed over time to assess the net community
impact of development. For example, some
proponents will evaluate theír development and
include 'transfer' effects (i.e. transfers of benefits
and costs between individuals and busrness wrth no
net impact on welfare), while others will evaluate
proposals using only 'welfare' effects (¡.e. transfers
of benefits and costs between individuals and
businesses that do have a net ¡mpact on welfare).
A good example relates to employnrent

And goes on to say (p.25)

The assessment should only evaluate the external
costs and benefits of the proposal (i.e. the
externalities). The assessment should generally
assume that any private costs will be cancelled out
by any pr¡vate benefíts.r0 However, consideration
must be given to changes that reflect a higher
community benefit that results from changes in
pr¡vate costs such as a resultant change in rents
caused by a proposal that has created a change in
the value Ìhe commun¡ty places on a land use.

The assessment should only include costs and
benefits that have a net impact on community
welfare (i,e. welfare effects). lmpacts that sinrply
transfer benefits and costs between individuals and
businesses in the community (i e. transfer effects)
should not be included, since they result in no net
change in community benefits.

and
The assessment should qusnt¡fy costs and benefits
where possible, although this may not always be
achievable or pract¡cal. For larger and more complex
proposals, the proponent should consider the use
of nrore formal cost benefit analysis techniques.tl
Such analysis should be carried out objectlvely tak¡ng
into consideration nìatters such as lhe number and
type of jobs generated, the local or regional economy
multrpller effects and any infrastructure and likely
travel cost implications.

- proponents who evaluate therr developments
and include transfer effects would argue that the
creat¡on of, for example, 400 jobs would be a key
benefit of a new development, whereas proponents
using only welfare effects would argue that the
benefit is only the rret number of new jobs created
(once movements with¡n the lâbour market have
been factored in).
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On this reading'transfers'should be excluded from the assessment. The competition merits and

employment effects of the development are therefore not relevant (unless it can be shown this
produces additional wealth or net new employment for the otherwise underemployed). The

economic impact analysis acknowledges that the turnover of the supermarket will be almost
exclusively based on a shift from other facilities and trend based growth in spending.

More relevant tests drawn from the above extracts would relate to net changes in rents and travel
cost implications within the retail system. There is no assessment of the development against
these tests in the CPS documentation.

Though the Draft Centres Policy is not adopted policy, the Department of Planning's Guidelines for
Planning Proposalsa notes that planning proposals could be supported by a net community benefit
test evaluation.

The assessment should be prepared by the proponent in conjunction with the relevant
planning authority to be submitted to council for endorsement prior to submitting to the
Department of Planning as part of the Gateway tesf. (p.5)

One other statement of interest in the Draft Centres policy relates to planning for supermarkets
(p.2o):

PLANNING FOfl SUPERMARKETS

SLrpernrarkets are ut¡l¡sed by the majorrly of
commun¡ty on a regular basis and therefore form an
¡mportant relail anchor for local and nrajor centres
Shopping trends in supermarkets range from:

. 'top up'shopping undertaken on a frequent,
sor.netinres daily basis, often by pubiic transport
or walking w¡th the supermarket tâking over the
role of the corner shop, to

. nrajor shopping trips on a weekly, bi-weekly, or
monthly basis, often by car.

This highlights the critical anchor role that supermarkets perform. A supermarket at East

Chatswood will generate a'gravitational'pull and create a precedent for other retailers such that a

centre by default is likely to emerge, with all the associated travel and shifted expenditure
conseq uences.

Standing Committee on State Development dated December 2OO9

The CPS (p.37) quotes from a report from this group which makes the obvious point that

a Department of Planning (2009) A guide for preparing planning proposals¡

viewed at 1 May 2012
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"The pr¡nc¡pal means of support¡ng compet¡t¡on in the planning system is throLrgh

ensuríng that there is suff¡c¡ent suitably zoned land to accommodate maùet demand,

thereby allowing new entrances into the mar4et".

Promoting econom¡c growth and competition through the plann¡ng system dated April
2010

The CPS report highlights one particular recommendation from this April 2010 repoft, namely:

for competilion by allo g more types ol shops into centres that cunently

only permit'nelghbourhood shops'.

This recommendation is not relevant to the current case. The intent of this recommendation is that
a rigid hierarchy of retail and commercial centres which excludes larger format premises from
lower order or smaller centres, should be discouraged, The theory is that there may be scope to
rapidly expand small neighbourhood centres by allowing supermarkets and larger format stores,
thereby increasing competition and building on the existing more modest retail dynamics,

The East Chatswood industrial area is not a centre, Totally different considerations apply where
there is no existing cluster of convenience retail shops, and the proposal is for effectively the
nucleus of a new centre.

CPS conclusions on the draft policies and reviews

The CPS report (p.39) goes on to say (in reference to the various position papers and draft policies

that have followed the Metropolitan Strategy and Inner North Draft Subregional Strategy:

Consistent w¡th lhe above ment¡oned varÍous subm¡ss¡ons, reviews and recommendations

since the release of thê Draft Sub-Rêgional Strategies, ¡t is submitted lha¡\etail prcmises"

and "hrsi'7ress prem¡ses" should not be êxcfuded from zones ¡nlended for employment

purposes, such as lhe bus¡ness developm€nl zone; bus¡ness parks; enlerpr¡se corridor

zones and certain lighl industr¡al zones.

It is hard to agree with this reading of the various documents, In simple terms the relevant thrust
of the documents is:

Competition is facilitated by ensuring a supply of appropriately zoned land which more than
meets future demand for retail premises

Retail premises are best located in or on the edge of existing centres to achieve
accessibil ity, a g g lomeration a nd prod uctivity benefits

The typology of retail and commercial centres should not be so rigid as to deny
opportunities for larger format premises, such as supermarkets, locating in them
Proposals for retail premises in out of centre locations that can not be accommodated in-
centre or edge-of-centre should be subject to a net community benefit test (where net
impacts not transfer impacts are the critical consideration),

SGS
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If this framework was adopted policy the only relevant test for the project would be whether or not
the project can be accommodated in-centre or edge-of-centre and then the net community benefit
test - neither of which is addressed in any detail in the CPS report or in other documents
suppofting the proposal.

In the absence of this framework being adopted policy (or any other alternative coming from the
current NSW Government), the relevant and latest published final positions for both industrial land

(and centres) are contained in:
. the 2010 Metropolitan Plan for Sydney 2036, and
. 5117 Directions.

The first of these is not discussed in the CPS repoft, and the second gets a passing mention in the
CPS report but more detailed consideration in a letter to Council dated 24/2/12. The following
section considers the proposal in light of relevant extracts and tests from these two documents.

2.3 The ultimate policy tests

Metropolitan PIan for Sydney 2036 (2O1O)

This document is not referred to in the CPS report. The most relevant sections are Strategic
Direction B Growing and Renewing Centres and Strategic Direction E Growing Sydney's Economy.

The relevant extracts and comments from each section are discussed below.

Strategic Direction B Growing and Renewing Centres

The Centres policy is described as follows (p.60)

CENTRES POLICY

The Metropolitan Plan reaffrrms the multi-centrcd
geographyof neyidentilìedandpromoted
in the 2oo5]lfc .Acentres
approach has been and continues to be a defining
cha¡acteristic ofSydnefs an planning. Since the

planning has identified Major Centres and focused
conrmcrcial and rettil activities in these centres,
typicallyon traßportroutes. Thekeyelemeuts of
our centres approach continue to be:
. cotrcentrating activity in flc{essible centres
. managing out-of-centre development to

clustered activity
. making provisiou for the growth and urban

Fen ofexistingcentÌes

. pl ngfornewcentres to emerge in
appropriûte locations

. focusing State interest and im'olvement in the

Major and Specialised Centres
. influencingthedistribution and eof land

uses to improve transport choice ând st
activc transport and public transport use

. locating 80 per cent of newhDusingwìthin
walking catclunents of centres

. providing a diversityof settings for awider
and density of housing, and

. concentrating commercial activityand job
destiuationsincentrestoachieve onteration,
productivlty benefrts and improve workforce
flccess

Table 1 shows one view of how the development does or does not contribute to each of these

centres policy elements. Overall, given the proposal would be an'out of centre'development it is

not surprising it rates poorly.

SGS
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Table l. Contribution of the proposal to centres policy elements

Centres policv elements Contribution of this Droposal
Concentratino activitv in accessible centres Does not contribute. Not in a centre
Ma nag ing out-of-centre development to
maximise the economic and social

advantages of clustered activity

This out of centre proposal would marginally
dilute the clustering of industrial activities in

East Chatswood (by displacing them) and of
retail activities in other centres (by reducing

their turnover)
Making provision for the growth and urban

renewal of existinq centres

Does not contribute

Planning for new centres to emerge in

appropriate locations

Not part of active planning for a new centre
(though likely to attract additional retailing
and anchor a centre 'bv default')

Focusing State interest and involvement in

the success of Global Sydney, the Regional

Cities, Maior and Soecialised Centres

Not particularly relevant

Influencing the distribution and scale of land

uses to improve transport choice and boost

active transooft and public transoort use

Does not contribute. This is a stand alone

retail proposal where car based visits will
oredominate.

Locating 80 per cent of new housing within
walking catchments of centres

Will undermine this element by creating a
centre by default away from locations of
olanned new housino

Providing a diversity of settings for a wider
range and density of housing, and

Does not contribute. Though would provide

this if paft of a planned new centre justified
bv oolicv

Concentrating commercial activity and job

destinations in centres to achieve

agglomeration, productivity benefits and
imorove workforce

Does not contribute. Not in a designated

centre.

Further on in the section, under the Objective B1 (Io focus activity in accessible centres) the 2010

Metropolitan Plan for Sydney 2036 states:

The pressure for retailing to occur in industrial areas
continues to exíst. ldeally, retailing in areas w¡th an
industrial zoning should continue to be limited to
retailing that is ancillâry to an industrial use, and the
retailing of p ucts such as buÍlding supplies-where
the retail¡ng generates impäcts akin to industrial uses.

This is a clear adopted strateg¡c statement limiting the soÊ of development represented by the
proposal,
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Strategic Direction E: Sydney's Growing Economy

Objective E3 (Io provide employment lands to support the economy's freight and industry needs)

and Action 83.2 (Identify and retain strategically ¡mpoftant employment lands) provide the
strategic context for the rezoning of employment lands.

Under these headings the document notes (p,141) that in many older employment areas there "is
a declining level of activity due to factors such as obsolete building stock and subdivision patterns"

and that in these areas options for renewal need to be considered. This issue is considered in more

detail in section 5 of this report.

This proposes the replacement of the subregional strategy categorisation of industrial lands with a
'strategic assessment checklist'. The idea being that this will be more fully developed in the next
round of subegional strategies, whose future is now unclear since the change in government.

Nevertheless the'summary'checklist remains adopted policy, as follows (p.1a1).

SUMMARY OF THE STRATEGIC
ASSESSMENT CHECKLIST

. Current use dthe area, and existing transport
andin tructure

precinct and any industry clusters in the precinct
orsurround area

. Trends in local landuse activi(y

. Suitability and nt of measures inrplemented to improve

industrial uses (e.g., creative industries)

ability of remaining stocks to meet future I
ind alneeds

The document notes (p.1a1)

For each of these criteria the role or impact of the current proposal is considered in broad terms
below.
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Table 2 Consistency of the proposal against Metropolitan Plan for Sydney 2036
(p.141) strategic assessment checklist

Strateq ic assessment checkl ist East Ghatswood suÞermarket proposal

Consistency with Subregional Strategies No new subregional strategies but not consistent
with Inner Nofth Draft Subreqional Strateqv

Current use of the area, and existing
transport and infrastructure

Not consistent with the current use of the area
(which is industrial or 'high tech' with some bulky
ooods retail)

Impacts on the long-term viability of the
employment land precinct and any
industry clusters in the precinct or
surroundinq area

Will reduce area for industrial and may increase

land values in surrounds and thereby threaten
longer term viability for some industrial activities in
immediate area (see sections 3 and 4)

Whether the employment lands support
national or state siqnificant infrastructure

Not applicable

Trends in local land use activity CPS proposal notes some trends including an influx
of highway retail and bulky goods, and extent of
vacancies, but recent significant investment in

smaller industrial units and longer run demand-
suoply trends not quantified

Suitability and extent of measures

implemented to improve an area's

employment lands viability

Proposal would claim that it is enhancing the area's
'employment lands viability' but this is on a broad

definition of employment lands not necessarily

intended by the checklist, As mentioned above the
proposal may undermine the viability of this area

for some industrial activities (this would be subject
to further research')

Potential to redevelop for industrial uses

and/or new industrial uses (e.9. creative
industries)

Re-investment in the area would allow for this. A

change in the industrial use of the area could be

facilitated by a development such as that proposed

though possible increase in land values may also

reduce this prospect in the immediate site vicinity,
alienatino land for industrial DUrooses,

Impacts on stocks of local employment
lands and the ability of remaining stocks
to meet future local industrial needs

This longer term supply-demand perspective is the

main issue and needs greater coverage, There is a

discussion of this in section 5 below.

This'quick'and qualitative assessment generates a mixed outcome for the proposal but more work
than is included in this report would be required to test the proposal fully against the criteria.
These criteria should have been covered by arguments in the CPS proposal.
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Section 117 Directions - 1.1 Business and Industrial Zones

These are the other relevant official and adopted government positions on the rezoning of industrial
lands. The most recent s.7f7(2) Directions related to business and industrial zoness contain the
following objectives,

ObJectlves
(1) The objectives of this direction are to:

(a) encourage employment growth in suitable locations,
(b) protect employment land in business and industrial zones, and

(c) support the viability of identified strategic cenlres.

What a relevant plenning authorlty must do lf thls dlrection applies
(4) A planning proposal must:

(a) give effect to the objectives of this direction,
(b) retain the areas and locations of existing business and industrial zones,

(c) not reduce the total potential floor space area for employment uses and related public
seryices in business zones,

(d) not reduce the total potential floor space area for industrial uses in industrial zones, and

(e) ensure that proposed new employnent areas are in accordance with a strategy that is
approved by the Director-General of the Deparlment of Planning.

Conslstency
(5) A planning proposal may be inconsistent with the terms of this direction only if the relevant planning

authority can satisfy the Director-General of the Department of Planning (or an officer of the
Department nominated by the Director-General) that the provisions of the planning proposal that are
inconsistent are:
(a) justified by a strategy which:

(i) gives consideration to the objective of this direction, and

(ii) identifies the land which is the subject of the planning proposal (if the planning
proposal relates to a particular site or sites), and

(¡ii) is approved by the Director-General of the Department of Planning, or
(b) justified by a study (prepared in support of the planning proposal) which gives consideration

to the objective of this direction, or
(c) in accordance with the relevant Regional Strategy or Sub-Regional Slrategy prepared by the

Department of Planning which gives consideration to the objective of this direction, or

(d) of minor significance.

Note: ln this direction, "identilled strateglc centrê" means a centre that has been ¡dent¡tled as a stIaleglc cenlre in a
regional skatêgy, sub-regional skategy, or another strategy approved þy the Oirector Genêral.

Consistency with Clause 4

The current proposal needs to satisfy (a), (b), (c) and (d) of clause 4 if it is arguing'consistency'

It is arguable whether the proposal meets objective (a) (encourage employment growth in a
suitable location),given that it will be retail employment, In terms of the centres policy in the
Metropolitan Plan for Sydney 2036 a 'suitable location' for retail employment would be in an

tnttp,/i 

***. planning, nsw.gov.au/LinkClick, aspx?fileticket=dOklhSFpgeo%3D&ta bid = 248&la
ng uage =en-AU
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'accessible'centre, to improve transport choice and boost active transport and public transport use

and also to manage out-of-centre development to maximise the economic and social advantages of
clustered activity, for example locating a range of uses (such as civic, cultural, commercial and

other retail) in close proximity to facilitate multi-purpose trips and thereby minimise aggregate trip
making.

The proposal can safely claim that it would meet objective (b) (protect employment land in
business and industrial zones) - given that it replaces one type of employment for another.

Probably, the critical objective that the proposal (and supporting studies) needs to meet is

therefore (c) "support the viability of identified strategic centres".

The 24/2/72 letter tries to argue the site is'edge-of'the Chatswood centre, and in this way
somehow is compatible with or complements the surrounding land use and centre and can

therefore be seen to be supporting the viability of the centre. This argument can be wholly
discounted. As discussed above the site is more than 2 kilometres away from Chatswood and is

separated by residential areas and major streets. By any definition the proposal is'out-of-centre',

It is hard for any proposal of this kind, which will involve a redirection of expenditure away from
existing centres to the proposed supermarket, to meet a strict reading of objective (c). Ultimately
a reduction in expenditure - even as little as 1,3 percent as suggested in the Duane Location IQ

report - is not consistent with the test of supporting the viability of the strategic centre of
Chatswood, The CPS report and letter state that it will "aot threaten the viability" of centres,
which is not actually the test the proposal needs to meet,

The impact analysis is discussed in more detail in section 4

The proposal can claim to satisfy 4(b) and (c)

It is difficult for the proposal to satisfy 4(d) because it will likely reduce the potential floor
space for industrial uses in the existing industrial zone. The CPS 24/2/12 letter argues

othenarise, with a claim that:

"...the PP does not seek a rezoning but rather only seeks to introduce an additional permissible

use for the subject site so as to retain the floor space area within the industrial zone." (p.7)

Notwithstanding the significant precedent that this approach (a site specific change to the allowable

uses in the zone) would unleash, it is difficult to argue that introducing a general retail use to the
zone (even if just to one site) preserues the floorspace available to industrial uses within that zone,

It might be possible to satisfy clause 4(d) if the supporting studies showed that the ultimate (long

term) development potential of the zone would not be compromised by the proposal, This would

only be the case where all potential demand was able to be accommodated by the reduced supply.

The suppofting studies note the change in type of employment uses and the current high vacancy

rate but, though implied, do not address this ultimate test of whether longer term potential can be

accommodated,
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If inconsistent with Clause 4 the proposal needs to satisfy Clause 5

If the proposal is inconsistent with this direction it needs to satisfy the relevant elements of clause
5 to be entertained (by the authority or the DG or his/her officers). The CPS 2412/72 letter and

accompanying reports aim to show the proposal can achieve satisfy these elements,

Though the letter devotes a few paragraphs to addressing 5(a) none of the material is directly
relevant because 5(a) is about justifying an inconsistent proposal by a strategy "approved by the
Director-General of the Department of Planning" (5(a)(i¡i)). The letter does not make reference to
such a strategy. The only strategy which could qualify is the 2010 Metropolitan Plan for Sydney
2036, or perhaps the INDSS, but this is explicitly covered by 5(c), and is discussed below. There is

no other Director General endorsed strategy explicitly relating to this site.

For 5(b) the letter and documentat¡on for the proposal needs to address or'give consideration to'
the objective(s) of the direction (see discussion above).

For 5(c) the relevant Regional Strategy is the Metropolitan Plan and a broad and qualitative

consideration of the extent to which the proposal addresses or satisfies the centres policy elements
and employment lands strategic assessment criteria (see Table 1 and Table 2) suggests the
proposal'fa lls short',

The letter invokes the Inner North Draft Subregional Strategy in relation to this clause 5(c). The

merits of CPS's arguments in favour of the proposal against the contents of this document are

discussed earlier, and it was found that a supermarket development on the site is clearly at odds
with the intention of relevant extracts from this draft policy,

The CPS 24/2/72 contains the following commentary (p.4):

Drafl lnner Norlh Subregionel Strategy;

Chcúle Free Zone by Professor Fels:

Prodüctív¡ty Commission report;

$late Plan;

Draft Contras Policyl

Standing Commltl€ê ofi Slat6 Dev€lopmontt end

Pronìoling econornic Arowlh and competit¡on lhrough the plannir¡g system dated April 2010

Based on the reviÊw of th€se polEies as listed above a clear poìicry shifl is apparenl. There is a sh¡ft

ftom the lradilional princ¡ple lhat only ¡ndusüial land shu¡ld be relâ¡ned fø employmenl purpÐses to

aokmwledging thal a mixed of uses including ¡eteil premises ånd business prsmises can more

approprialely conlribule to employment general¡on. This is consislent with ob¡êc¡rve lô, ¡n thåt it alþws

approprìate uses whlch would prolect emdoyment land.

This is a tenuous reading of the documents quoted, For a start only the State Plan has the status
of policy (and it doesn't have any substantive discussion on relevant issues). The Inner North Draft
Subregional Strategy comes closest to representing an official position and it makes no assettion
that "retail premises and business premises can more appropriately contribute to employment
generation",

The letter's last page also includes the following three paragraphs (p.6)
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Consislenl \rtth the var¡oug submrssions, reviews and recommBndalions siñce the relêäse of the Draft

Sub.Regional Strategies, it is submitted lhal'rela¡ì prcm¡sas'and 'bus,r8ss promrses' should nol be

excluded from zones intended l0r employment purposes, such as lhe business development zone;

business parks: ente¡pnse corr¡dor zonês and certain lighl industrial zones,

Typicaf ly, wh€n the Oeþartmenf of Planning relets lo "employmenl lÊnd" il is predom¡nantly refening to
"ìnduslria! lan{. Laeely excluded from the concepl ol'employmen! /ands' is the letail sectol,

cons¡dared to be Austraka's lârgêst singlê sourcê of êmployrnent

It is our submission thal âll lands cápablê of supponing employment should be recognised as

employment lands: and not only ¡ndustriel land That lhe subject slle, ând Easl Chalswood lndustr¡al

area âs â wholê should have a zonrng wh¡ch allows a grealer mix of uges - employment uses As such,

the PP would not ba conträry to the iñ1€nt of lhe S l 1 7 DFeclions,

Some of the documents referred to make the claims in the first paragraph though within the

category of retail premises, supermarkets are unique in the share of total expenditure they attract.
For this reason they are not s¡mply another'retail premise'. There would be very strong and

legitimate opposition to allowing supermarkets, which have such a catalysing and anchor role for
centres, to proliferate in the zones suggested,

The second paragraph is a more or less correct reading of the Department of Planning's position

but is hardly relevant,

The third paragraph and the opening sentence in particular is a stronger philosophical position than

that put in the first paragraph. Where the first paragraph identified a limited range of zones where
retail and business premises ought to be allowed, this paragraph argues that "all lands capable of
supporting employment should be recognised as employment lands; and not only industrial land".

Presumably the logical extension to this statement is that there would just be four or five zones

(employment, residential, recreation, rural etc).

This line is typically advocated in relatively extreme planning literature and would not seem to be

consistent with the more fine grain approach to planning that is included in documents like the

Metropolitan Plan for Sydney 2036, This includes a centres approach which seeks to concentrate
particular uses - retail in particular - for net economic and community development benefits, a

land use conflict minimisation approach that recognises that some employment generating uses

may not be compatible with each other and an agglomeration approach which seeks to cluster
broadly similar employment uses for operational and productivity benefits.
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3 Local policy framework

3.1 Introduction

Willoughby City Council has established a strategic planning direction for the LGA through
preparation of a number of documents and planning studies, and through its Community Strategic
Plan6. These documents and their key relevant elements are summarised below,

3.2 Willoughby Council policy documents

Willoughby Industrial Areas Study

The Willoughby Industrial Areas study was prepared by SGS Economics and Planning in 2005. The

Industrial Areas Study was commissioned to assess the current dynamics and function of industrial
precincts in East Chatswood and Artarmon as well as provide recommendations for their future
development, The study focussed especially on emerging land uses in the precincts and the

changing demand for land in older industrial areas in inner city/inner suburban locations. The

changing demand for floor space in the industrial areas has come especially from office uses and

bulky goods retailing. The study however makes clear the need to balance the demand for a

greater office component and reduced'traditional industrial'activity, whilst protecting the very
small remaining pockets of industrial land on the Nofth Shore.

The report supports the notion that older heavy manufacturing activities and transport and logistics

industries will continue to relocate, as companies look to consolidate industrial activity on fewer
sites as well as move to areas with cheaper land, larger floor plates and better transport
connectivity, especially around the Sydney Motorway Network. Importantly, the report also notes

that higher-order activities, including high end manufacturing, business services, research and

development and other health and education facilities are likely to expand and require smaller units
of work.

The report supports wider evidence that demand for alternative land uses in the industrial areas in
Willoughby LGA, including East Chatswood, is being generated by businesses support services and

local support services, research and training facilities and high tech and niche manufacturing. The

report outlines the need to provide land for employment uses which would not be appropriate in

" I nese are:

SGS Economics & Planning, Hansen Partnership, Parsons Brinckerhoff (2004) Willoughby
Ìndustríal areas study, Willoughby e ity Ccluncil,

llill PDA (2010) Chatswood office precinct economic analysis, tÅ/illoughby City Council,

SGS Fconomics & Planning, Andrews Neill (2005) Vietoria Avenue/Chatswaad Mall scoping
study, Vt/illoughby City Council,

t/t/illoughby City Couneil (2010) Exhibition of new planning controls.

Willoughby City Couneil (2009) Willougl"tby City Strategy together tavtards tomorrow,
Community Strategic Plan 2010 2025, Deeember 2009
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another location, such as research and development facilities that have an office component but
still include a warehouse or'lab'function. The report emphasises that sound planning policy and
principles dictate that key uses not appropriate in the industrial areas include:
r residential uses, which are generally incompatible with industrial uses and could impact on their

operations;
. retail uses and associated retail sale activities, which should be located in designated activity

centres; and
¡ offices, which should be located within designated activity centres and close to public transport.

Based on these findings, retail (particularly food retail that could be located in a designated centre)
is not supported by the report as an appropriate land use in the study area.

Chatswood Off ice Precinct Economic Analysis

Hill PDA was commissioned by Willoughby City Council in 2010 to complete an Economic Analysis
for the Chatswood Office Precinct. The findings of the paper were to be considered by Council for
the preparation of a new planning framework for Chatswood centre, The paper aimed to ascertain
the current demand and supply factors affecting the commercial office market in Chatswood centre
and also to analyse the impacts of a policy change to office development in Chatswood centre,

The report affirms the role of Chatswood as a regional commercial centre and strategic
employment centre as identified in the draft Inner North Subregional Strategy. The paper notes

that the commercial office market in the Chatswood centre is part of a wider demand supply chain
for commercial space in Nofthern Sydney. Macquarie Park and St Leonards are competitors in the
same market, with a majority of prospective tenants in Chatswood, coming from within the region

looking to relocate or upgrade. This has had quite an impact on Chatswood as there is limited
availability of new commercial space. The report notes that Macquarie Park has become a major
competitor, as it is able to offer cheaper campus style accommodation, with a lack of available
premium otfice stock in Chatswood.

The paper suppofts the concentration of commercial space in the commercial core on the western
side of the railway line between Chatswood railway station and the Pacific Highway, Additionally
the analysis also advocates for an increase in residential density for the remainder of the centre on
the eastern side of the railway line, with provision for other mixed uses. This includes the existing
retail functions

The paper also emphasises the need to maintain current FSRs in the commercial core, rather than
increase the FSR ratio, The rationale is that increasing the FSRs has the prospect of driving land
value expectations higher, subsequently hindering possible development. This impact is

exacerbated by the relatively high vacancy rates (-19-12o7o¡.

Victoria Avenue/Chatswood Mall Scoping Study

SGS Economics and Planning and Andrews Neill were commissioned by Willoughby City Council in
2005 to provide a scoping study tor Victoria Avenue/Chatswood Mall in the centre of Chatswood.
The study was to analyse the current retail context of the Chatswood centre and to put forward a

SGS120053-East Chatswood review-120413 P, 22
Economtcs & Plannrng ú"



set of recommendations to revitalise and improve the vitality of the retail strip along Victoria

Avenue and Chatswood Mall,

The paper looks at the current retail dynamics of Chatswood, which indicate that the Westfield and

Chatswood Chase shopping centre's dominate the local trade, with Victoria Avenue and Chatswood

Mall seen as more transit shopping destinations, with lower end retail and convenience and food

stores. The report also confirms the regional importance of Chatswood as a dominant retail
destination on the lower North Shore and large proportion of the upper North Shore.

The retail demand analysis in the study informs that there is forecast to be large scale increase in
national expenditure for supermarkets. The supermarket retail turnover density and other retail
turnover density are shown in Figure 3 below. The retail catchment map shows a strong catchment
area in the east of Chatswood centre, in the area surrounding the employment lands and subject
site.

Figure 3. Sources of turnover for Chatswood Supermarkets

I-1 i-l

J

-í .t

+!

J .l

_)

É¡

'+-
{._lTtIT

o.00
¡-16
t.2 ?
û. ðü
It,ao

:t

r

I

't
t-

)
i l:

Source: SGS (2005)

Based on the turnover density in the primary, secondary and greater catchment regions in the
report, it is fairly clear that Chatswood dominates the local retail market in a centralised manner. It
does need to be taken into account however that supermarkets are forecast to have the highest
increase and total spend per capita in Australia, with this trend increasing over the next 25 years,

Figure 4 below shows the increase as shown in the report.
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Figure 4. National retail spending per capita (2001 constant $)
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It should be noted that overall retail and food spending has ìflattened'off in the years since this
Victoria Avenue/ Chatswood Mall Scoping Study was completed (see Figure 5). The year on year

increases in spending that we have seen may not continue as households pay down debt with a

more cautious economic outlook, Future projections are likely to be less robust (though the share
of total expenditure captured by supermarkets may hold up orcontinue to increase),

SGS

Foremst
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Figure 5" Australian total and food retail spending
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Willoughby City Council Exhibition of New Planning Controls

In March 2010 Willoughby City Council issued 'Willoughby Local Environment Plan News' to
property owners and residents. This is a brochure about proposed new residential planning controls
that were to be exhibited as part of the Draft Willoughby Local Environmental Plan, The bulletin
indicated the proposed revised planning controls for residential areas were to firstly be consistent
with the requirements of the comprehensive LEP template and secondly to allow Council to
accommodate an additional number of dwellings in centres and suitable locations which could

support and benefit from residential intensification.

The proposed controls would allow certain parts of Chatswood centre and St Leonards centre to be

zoned R3 (medium density residential), Ra (high density residential) and 84 (mixed use zone),

Further the proposed controls allow for other selected residential areas to be rezoned, allowing for
increased residential density in the smaller activity centres of Willoughby, Naremburn and areas

along Penshurst Street and the Pacific Highway.

The purpose of the proposed rezonings is to concentrate new residential, business and community
development into existing centres of commercial and community activity and residential density.
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This firstly allows for the existing centres to benefit from increased density and secondly means

that accommodating new dwellings and non residential land uses can be done in areas where there
is existing access to retail and community services as well as access to public transport and where
infrastructure costs can be reduced. To this extent, the proposed site for the Woolworths
Supermarket in East Chatswood is not complementary to the policy of supporting existing activity
centres.

Willoughby City Strategy together towards tomorrow, CommuniÇ Strategic PIan 2O1O -
2O25t December 2O09

The Community Strategy includes goals and objectives across a range of areas, While relatively
high level these provide clear strategic directions for development.

In relation to housing there is a clear aim to provide a diversity of housing, in particular located

and provided with adequate infrastructure and services (see Figure 6).

Figure 6. Housing Objectives from Community Strategic Plan
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In relation to transport one objective amongst many is to 'manage car parking to promote public

transpoft use instead of private vehicle use'.

Figure 7. Selected Transport Objectives f rom Community Strategic Plan
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In relation to the economy and employment the objectives include maintaining local commercial

and retail centres, locating employment in areas that can be well serviced by public transport,
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limiting commercial and retail activity in industrial areas, and supporting the CBDs of Chatswood

and St Leonards (see Figure 8).
Figure 8. Selected Economic Objectives f rom Community Strategic Plan
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3.3 Local strategic settings

Generally these strategy and policy documents take their cue from state government metropolitan
planning directions. A summary of the key relevant directions and elements is as follows.

Provide a diversity of housing, in particular located and provided with adequate
infrastructure and services

Manage car parking to promote public transport use instead of private vehicle use

o Maintain local commercial and retail centres

Council policy supports further dwelling construction to activate smaller town and

village centres, including Northbridge, Naremburn and Willoughby,
In the local centres, although the actual amount of land identified as
commercial has not increased in the draft LEP it does include some
increases in density and heights, for example in the Victoria Ave/Penshurst
St centre (North Chatswood) and Northbridge the height has increased
from 3-4 storeys

a Locate employment in areas that can be well serviced by public transport

a Limit commercial and retail activity in industrial areas

a

o

o

Industrial activity is changing in Willoughby, with a higher technical and office
component. The industrial areas are evolving to accommodate these rather than
traditional industrial activities such as pure warehousing and manufacturing. These

uses often include a warehousing or have operational characteristics which means

they still need to locate in industrial areas,

Retail (particularly food retail that could be located in a designated centre) is not
suppofted as an appropriate land use in the industrial areas,

Support the CBDs of Chatswood and St Leonards

o

a

o Chatswood is confirmed as the major centre in the LGA, and as a regional

commercial, retail and services hub. Additionally, the specialised centre of St
Leonards is recognised along with Chatswood as having the most capacity to house

additional residents and employment growth.

In Chatswood, additional sites on the edge of the City have been rezoned
for commercial purposes in the draft LEP.

Similarly, St Leonards has been identified as an area of additional growth
with increases in height, FSR and permissible land uses.

These strategic settings established by a number of Council documents and consultant reports do

not support development of the site for the proposed Woolworths supermarket, There is only a

limited reference to these local strategic directions in the CPS and other documentation.

SGS

o

o
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4 'Desktop' review of economic impact
analysis

4.1 Introduction

In support of the proposal for a full line supermarket on a site currently zoned for industrial uses,

the proponent (Woolworths) has submitted an economic analysis prepared by Duane Location IQ in

May 2011 to the Willoughby Council,

The main purpose of this Location IQ analysis was to assess the demand for a proposed

Woolworths supermarket at East Chatswood and the likely economic impacts that would result from
the proposed development, which include both the likely trading impacts on other retailers and

employment generation of the proposed supermarket.

42 Location lQ Response to Council Request
(Feb ru a ry 201 1)

The Duane Location IQ paper addresses issues raised by Willoughby Council in relation to the
proposed development of a full-line supermarket with underground parking on the subject site in
the East Chatswood Industrial area. Council's stated concerns include:

. the need to maintain a supply of industrial land in the area
¡ the availability of existing zoned areas in established centres allowing supermarket retail,

and
. the impact on surrounding areas from the development of a supermarket,

In response, Location IQ identify a number of factors that they argue support the proposal

The biggest consideration in Location IQ's view is the increase to employment in the area. They
argue that as the area is no longer a core industrial precinct there are many vacant allotments and

a low ratio of employment to square metre of industrial zoned space, They suggest that seventy-
six tenancies are vacant, which equates to just over eighteen percent of the area. These figures are

compared to nearby Artarmon industrial area, Artarmon is almost two and a half times the size of
Chatswood East and has a lower rate of vacancy. These comparative figures, along with its
location, higher employment rates and proximity to major arterial roads, are used to suggest that
Artarmon is a more viable industrial area to focus on as it provides greater scope for growth.

They argue that because only twelve percent of workers in East Chatswood live locally, and there is
small scope for growth in industrial jobs in the precinct in the future, the area is in need of
rejuvenation. Seventy-one percent of the working population in East Chatswood fill managerial,
administrative, protessional, associate professional, clerical and service roles. This is indicative of
the change of uses away from traditional industrial facilities to offices, showrooms, retail and mixed

businesses. Location IQ notes that Woolworths is projecting the creation of L76 direct jobs, and
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