Synopsis of the Report 

1. Introduction

The Black Country Consortium is developing an economic strategy a key element of which is to encourage additional activity in the field of ‘logistics’.  This report has been requested in order to identify and consolidate existing available information about the logistics sector in the Black Country, its future potential and consequent policy implications.

The principal existing studies which have been drawn upon and assessed in preparing the report are:-

· At the regional level, the West Midlands Regional Logistics Study, Stages 1 and 2 (June 2004 and Sept 2005) prepared by King Sturge and MDS Transmodal et al respectively; and the West Midlands Regional Freight Strategy, also led by MDS Transmodal (May 2005).

· At the Black Country level the Long-Term Economic and Employment Strategy for the Black Country (Feb 2005) prepared by GHK et al; and the Black Country Employment Land Capacity Study reports (Feb and June 2005) by GVA Grimley in association with GHK; together with various other policy and consultation documents prepared by the Consortium.
These documents have been supplemented from other sources as necessary.
2. What is ‘Logistics’?

Key points arising from a general review of the nature of the logistics sector are:

· ‘Logistics’, in essence, is about managing flows of goods and information, both within organisations and in the wider supply chain.  

· Arguably a number of key tendencies within the economy have in recent years acted together to create a distinct ‘logistics sector’.   These factors are (a) technological innovation, which facilitates the sophisticated management of stock and the application of ‘just in time’ practices in all sectors; (b) outsourcing by firms of subsidiary activities, including transport and distribution; (c) concentration of ownership, enabling large firms increasingly to exert an influence throughout the supply chain; and (d) globalisation and import substitution which facilitates specialisation and ever more attenuated flows of goods over ever longer distances.  These tendencies are all supported by (e) rapid and cheap transportation: air transport, containerisation, but above all motorway networks.

· Four types of organisation undertake logistics operations: manufacturers, suppliers/ wholesalers, retailers and (increasingly important) 3rd party logistics providers.  Growth of the sector is supported by a fifth type, i.e. specialist property developers providing ‘logistics parks’ or one-off units for national and regional distribution centres.

· Logistics accounts for over 10% of all jobs, nationally and regionally.  Technology is leading to some increase in skill levels but the majority of jobs remain relatively unskilled, and in comparison with manufacturing not well paid.

· Over 80% of logistics firms employ fewer than 10 workers but the big operators increasingly dominate the property development market.  Units of over 25,000 m², or even 50,000 m² are becoming quite common - with individual plots of 5-20 hectares – and buildings can have a clear internal height of up to 35 metres.

· Most of the trends encouraging the growth of logistics are expected to continue into the future, and the retail sector is likely to be even more the driving force.  
· No step change in productivity is foreseen so an expanding logistics sector will continue to generate an increased demand for labour and there is a prospect of a somewhat higher skills content.  
· While the tendency towards larger units will continue, the possibility that the Working Time Directive and other factors could encourage ‘more and smaller’ distribution centres should not be ruled out.   
· Although road transport will remain the dominant mode of distribution there is some potential for a shift to rail, the implications of which are developed in subsequent sections of this report. 
3. Logistics in the Black Country: the Current Picture

With regard to the Black Country:

· Logistics accounts for about 12% of Black Country employment (some 50,000 jobs).  In Sandwell it is nearly 15%.  Sandwell accounts for 36% of Black Country logistics jobs, Walsall for only 16%.

· The major concentrations of logistics activity are close to motorway junctions and other major highways.  Location also reflects past public sector action to bring forward sites.

· Data on the specific type of logistics activity concentrated in the Black Country is sparse, although non-food retailers appear to be finding it an increasingly attractive location for distribution activities.  The degree to which a particular logistics operation ‘serves’ the wider local economy can change over time 

· The Midlands generally, East and West, is particularly attractive for logistics operations, and accounts for much more than a pro rata share of recent development. 

· The Black Country currently contains about 25% of West Midlands warehouse floorspace as compared with 20% of the regional population.   However growth in recent years has been relatively slow, with other parts of the Region, in particular Warwickshire and Staffordshire, accounting for an increasing share of new floorspace. 

· The rate of addition of new logistics floorspace in the Black Country anticipated in the Consortium’s preferred scenario is several times that achieved in recent years.  

· Logistics development across the Region in recent years has been increasingly dominated by large/ very large units, which the Black Country has few sites capable of accommodating.

· Analysis of the Black Country property market reveals a demand for small as well as large units but developers are concentrating entirely on providing large units.  A high proportion of existing floorspace is obsolescent.

· There is some evidence that logistics, through its effect on land values and leasehold terms (and the preferences of institutional investors) is ‘squeezing out’ manufacturing uses.

4. Future Land Needs

A review of the existing work on land needs which has been undertaken as part of the Black Country Economic Strategy (BCES) and the subsequent Employment Land Capacity Study (BCCS), and comparison with some late work undertaken as part of the regional study RLS2, produces the following conclusions:

· The economic strategy and land capacity studies have radically different outcomes in terms of the future floorspace requirements of logistics.  The land capacity work anticipates a need for an additional one million m² up to 2031 as compared with the 2.2 million m² previously anticipated by the economic strategy.

· The land capacity study has not sought to predict future land requirements (wherein economic strategy anticipated an additional 1,100 hectares required) as, under its methodology, capacity is determined by the application of ‘development typologies’ to specific sites.

· Both studies derive future floorspace requirements on the basis of projections of employment, and the land capacity work actually anticipates more logistics jobs than the economic strategy (18,000 additional as compared with 11,000) notwithstanding its lower need for floorspace.

· The difference in the forecasts arises most fundamentally from differences in the assumptions made on the amount and capacity of existing logistics floorspace (wherein both studies are constrained by an absence of current data) and on the different assumptions made on future employment densities.

· The land capacity work, as the later study, can be regarded as the more sophisticated and may have taken a more realistic position with regard to the capacity of existing floorspace.  However it should be noted that its projections imply an actual increase in densities, to levels higher than postulated in most other work.

· The recent RLS2 projections (relating only to the whole Region) are on an entirely different basis, namely floorspace need predicted on the basis of the volumes of goods handled.   They imply for the Black Country a floorspace requirement reasonably in line with the (lower) land capacity study expectations.

· It is to be noted however that the overall land requirement for logistics within the Black Country will be influenced by whether or not the sub region accommodates a Regional Logistics Site (or Sites); an issue considered later in this report.

5. Locational Parameters

This brief section identifies key factors in the locational choices of logistics operators and introduces the review of specific factors in subsequent sections.

· National and regional surveys both identify motorway/ trunk road accessibility as the No. 1 locational criterion although access to an appropriate labour supply also ranks highly, as does flexibility for 24/7 working.

· Within these broad parameters however the availability of the right building at the right time and price seems to be the key to many decisions.

6. Accessibility and Transport

Evidence on the relationship between accessibility and logistics activity in the Black Country suggests the following conclusions:

· Whilst most logistics tends to be clustered in proximity to motorway junctions, but for certain types of operation other criteria including proximity to customers can be equally important.

· Highway network stress (congestion) is a significant constraint in parts of the Black Country, which contains some of the UK’s most congested sections of motorway and feeder routes, particularly the M6, Junctions 8-12, for which the M6 Toll has provided much less relief than predicted.  Further development of the network is unlikely to effect any radical changes.

· The implementation of the Working Time Directive is having significant effects on location.  Whether it may encourage ‘more and smaller’ distribution centres remains unclear but there is evidence that some operators, particularly in the Midlands, are seeking to relocate and the predominant move is to be closer to urban areas.

· There is potential for a significant shift towards rail transport but this is dependent upon a concentration of new warehousing on sites served by intermodal railfreight terminals – i.e ‘Regional Logistics Sites’ (RLS).   On a fairly optimistic scenario there is a prospect of increasing rail’s share of total freight tonnage in the West Midlands from under 5% to over 8% by 2021, and of ‘non-bulk’ tonnage from 2% to 9%, which would be equivalent to one third of anticipated growth. 

· In order to achieve these objectives major logistics sites require ‘good quality’ rail access - in terms of loading gauge, capacity and configuration.  Within the Black Country there are no firm proposals that would significantly change relative locational advantages in these terms, although the Regional Freight Strategy is advocating restoration of the Stourbridge to Walsall route which would have significant effects.

· In order to remain ‘regionally competitive’ the West Midlands needs a limited number of large rail served sites.   There is potential competition from a number of major schemes coming forward in the East Midlands.  Capacity is particularly lacking in the northern half of the West Midlands Region.  

· The Region already has, in DIRFT (just over the East Midlands boundary) and Hams Hall, two successful models for RLS.

7.   Labour Markets

Some key implications in relation to Black Country labour markets are:

· Notwithstanding certain ‘high tech’ elements, logistics remains a relatively labour intensive activity employing a high proportion of manual labour at a relatively low skill level and on relatively low wages.

· Although the sector’s contribution to the strategic objective of raising average incomes may, in the short to medium term, be limited it has the potential to provide additional job opportunities for the less advantaged groups in the community, with some prospect of enhanced skill levels and, through the increased competition for labour which it engenders, increased earnings in the longer term.

· In these circumstances the activity should as far as possible be located close to, or with good access from, areas of deprivation.  This must include public transport access, and since single function areas are difficult to serve such uses should as far as possible be located in corridors which already sustain frequent and viable services.

8.   Types of Development

A review of the potential for Regional Logistics Sites and other forms of logistics development in the Black Country suggests the following conclusions:

· The refinement of criteria for Regional Logistics Sites and an evaluation of potential locations within the West Midlands has been undertaken through the Regional Logistics Sites Studies RLS1 and RLS2.   These will form the basis of proposals to revise the relevant policy (PA9) of Regional Planning Guidance.

· In developing criteria between RLS1 and RLS2 the minimum size has been raised from 10 to 50 hectares – i.e. to the level already specified in the ‘interim’ Policy PA9.   “Good quality access to the rail network” has been added, with a definition of what this means, although the incorporation of an intermodal terminal is not specified as such.

· A two-stage process has been developed for (a) the identification of appropriate sub-regions to act as ‘locations’; and (b) for the identification of suitable ‘sites’ within them.

· The application of the approach across 15 ‘sub-regions’ has led to the inclusion of “North Blackcountry and South Staffordshire” amongst the four “best” of eight deemed suitable.  

· “Southblackcountry” is not included but there is an indication that this would change were the Stourbridge to Walsall line to be re-opened at an appropriate standard.

· An indication of potential sites within the favoured sub-regional locations suggests that any suitable site within North Blackcountry and South Staffordshire would fall within the Wolverhampton to Stafford rail corridor.

· A preliminary assessment suggests that the inclusion of an RLS to fulfil ‘regional’ needs in the Black Country portfolio would have an effect on the overall land requirements for logistics, but by how much is uncertain.

· In the light of the development typologies put forward in the employment land capacity study (BCCS), the balance of Black Country logistics requirements would mostly be met in the form of “logistics parks”, “logistics/manufacturing parks” or (smaller) “manufacturing/ logistics locations”.  

· A number of potential sites for the first two categories (principally the former) have been identified in the spatial options of BCCS, although the published data does not permit their capacity to be identified.  These sites include Featherstone and Hilton Cross outside the Black Country administrative area.  There is reference elsewhere to the former of these sites being “under consideration” for a railfreight interchange, in which case it might presumably be regarded as an RLS.

· It can be inferred that much of the Black Country provision would take the form of smaller “manufacturing/ logistics locations.  These are not identified specifically in BCCS but a wide spread of such sites across the area appears desirable.

9.   Planning Constraints

Future Black Country provision for logistics will be made in the context of national, regional and local planning policies:

· National guidance is limited although transport guidance does emphasise using land use to secure modal change.

· At the regional level, existing regional guidance does establish some significant parameters:

· The overall RPG/RSS11strategy emphasises concentrating development in the major urban areas.

· Policies for the economy identify “Urban Regeneration Zones” covering the whole Black Country and some adjacent areas and “High Technology Corridors” including Wolverhampton to Telford while policies for “Regional Investment Sites” and “Major Investment Sites” impose specific parameters with regard to the Wobaston Road (“i54”) and Hilton Cross sites north of Wolverhampton.

· Transport policies provide some encouragement for development of intermodal terminals and re-establishment of the Stourbridge to Walsall rail link.

· At the local level, given the long term timeframe (to 2031) and the role of the Black Country Study itself in providing the context for future Local Development Frameworks, existing UDP policies are discounted except to the extent that there are extant planning permissions.  However the relationship to other aspects of the emerging Black Country Strategy/ Vision is relevant.  In this context:

· Making provision for an expanding logistics sector supports the declared strategic objectives of reversing population loss and getting more residents into jobs, although in a constrained land availability situation the balance with, in particular, residential use needs careful consideration.

· With regard to the strategic objectives of increasing personal incomes and improving the socio-economic balance, the role of an expanding logistics sector is probably broadly neutral, although it is clearly positive in terms of providing a balance of employment opportunities.

· In the context of achieving a “step change” in environmental quality there are obviously major challenges in the field of urban design if these uses are to be accommodated on the anticipated scale.

10. Spatial Choices and Capacity Testing

Three spatial options for the deployment of land use within the sub-region have been tested in the employment (and housing) land capacity studies, against a Baseline reflecting the continuation of current trends and against the level of land needs in the Vision scenario.  The following broad conclusions can be drawn with regard to the accommodation of logistics uses:

· Under the Baseline scenario more than sufficient land could be expected to come forward to accommodate the anticipated total needs of logistics, although there would be some small deficits at the district levels.

· Each of the options implies a substantial transfer of land from employment to housing use (1,450 to 1,500 hectares under ‘Focus on Centres’ and ‘Corridors’, 1,000 hectares under ’Dispersed Growth’.   Key differences between the options in relation to logistics are:

· Centres – There would be a shift of logistics capacity from the less accessible western parts of the area to the vicinity of motorway junctions, including to sites outside the boundary.  

· Corridors – This option sees the biggest transfer of employment land to housing, especially in the ‘Black Country Core’.  Major logistics sites at Soho Smethwick ubder the other two options are designated for other uses and there is substantially less land allocated to logistics in total. 

· Dispersed Growth – This is a less radical option overall with more employment areas in the Black Country Corte retained (including for logistics) and more dispersal towards the periphery.  

· Most of the difference between the options as far as logistics is concerned is probably in the assumptions made about smaller sites.   All the options assume the Featherstone and Hilton Cross sites outside the boundary will go for Logistics Park use and the ‘Centres’ and ‘Corridors’ options both assume some further external allocations.

· In terms of capacity it is concluded that:

· The Centres option allows for total assessed logistics needs to be met (just) but there is a big deficit in Dudley.

· The Corridors option records the biggest overall shortfall (250K m²) and there are major shortfalls in Dudley and Wolverhampton.

· The Dispersed Growth option records an overall surplus of logistics land but there would still be a major shortfall at district level in Dudley.

· However, all options merely test capacity against anticipated need for additional floorspace.  When existing floorspace is taken into account a very much higher level of shortfall arises.  This differs between options due to different assumptions on how much existing floorspace is retained, the gross shortfall ranging from 1.25 million m² under ‘Dispersed Growth’ to 2.4 million m² under ‘Corridors’ (2.0 million m² under ‘Centres’).   

· Such calculations are limited by lack of knowledge on existing floorspace and employment densities and the Consultants recommend ‘caution’.  However these calculations do indicate that need could be substantially greater than projected and this could only be met by further transfers from manufacturing use or more peripheral development.
11. Policy Advice and Further Work


The final section of the report highlights key policy messages derived from the study, in particular in relation to the types of site which need to be provided and appropriate locations.  It is concluded in particular that:

· Overall a balance of site sizes is required with a reasonable level of dispersal across the Black Country area.

· Provision should if possible be made for a Regional Logistics Site in the Blackcountry North and South Staffordshire sub-region, for which the Featherstone site appears to offer the only viable short/ medium term option.   

· Equivalent longer term provision relating to South Blackcountry should possibly be sought, subject to the major rail infrastructure requirement.

· A number of dedicated Logistics Parks should be provided, broadly as identified in the employment kland capacity study but with possibly a further opportunity sought to serve the southern Black Country.

· A substantial proportion of provision will be in the form of smaller mixed manufacturing/ logistics locations but the key issue of ‘unequal competition’ for sites/ buildings between logistics and manufacturing must be confronted if suitable opportunities for manufacturing are to be retained.  A number of suggestions are put forward in this regard.  

· Finally an important area of further work is identified.  Major limitations are imposed on planning an appropriate future provision for logistics, and other economic activities, by a lack of key information on the existing situation, i.e. the nature of current logistics  activities, the floorspace and land area occupied, and employment densities.  In the absence of such information the conclusions reached on how much land is required and on the most appropriate distribution of this land are inevitably tentative.  

1. Introduction

1.1. Background

This report is a technical component of the Black Country Study, the “broadly-based sub-regional study” which the Secretary of State requested when he issued revised regional planning guidance for the West Midlands (RSS11) in June 2004.  The four Black Country boroughs were asked to investigate a number of interrelated issues within their area as a basis for early refinement of relevant aspects of the guidance.  One of these issues is “the identification of employment land”, including land for logistics.

The Black Country Consortium, which is carrying out the sub-regional study for the Secretary of State has already taken a stance with regard to the role of logistics, as part of its overall vision for the future of the Black Country.  On the basis of its Study so far, the Consortium has endorsed an economic strategy one aspect of which is to take advantage of the sub-region’s perceived “comparative advantage as a location for the growing logistics and wholesale distribution sector”: a sector that could, according to the various projections discussed in Part 4 of this report, generate between 11,000 and 18,000 additional jobs in the Black Country by 2031. 

A considerable body of technical work has already been undertaken both regionally and locally which touches on the potential for logistics in the Black Country.  The objectives of this report are to assess this work and to investigate the implications for the development of a spatial strategy.   Essentially the aim is to identify what existing work reveals on the potential scale, character and location of logistics activity in the Black Country over the next 25 years, and the potential policy implications.  The specific requirements of the brief, in summary, are:

a) To define “logistics”.

b) To assess recent regional and sub-regional work on the economy, transportation and land capacity, insofar as this work touches upon logistics activity.

c) To assess any other relevant studies.

d) To identify the various forms of logistics activity represented in the Black Country and their relationships to the wider economy.

e) To identify the scale of future needs.

f) To review evidence of market demand and supply constraints

g) To identify the key locational prerequisites of the various forms of logistics activity.

h) To advise on potential locations.

i) To assess the three strategic land use options currently being tested in terms of provision for logistics.                                                                                                          

1.2       Existing Studies

The recent body of work which forms the core source for this report is as follows:

a)  Regional Reports

West Midlands Regional Logistics Study – Stage 1 (King Sturge, June 2004)  

King Sturge’s report represents the first stage of a study commissioned at the regional level following another of the requests from the Secretary of State in relation to RPG/RSS11, namely that the regional planning body should propose a refinement to Policy PA9 of the guidance to name additional “Regional Logistics Sites”.  The report, referred to here as “RLS1”, provides a substantial analysis of the nature of logistics activity, and of development trends in the sector nationally and within the West Midlands region, and proposes criteria for the identification of regional sites. 

West Midlands Regional Logistics Study – Stage 2 (MDS Transmodal Ltd with Savills and Regeneris Consulting, September 2005)

This second stage of the regional logistics study builds upon Stage 1 and develops specific policy recommendations.  It examines in more detail recent development trends and goes on to identify potential future demand for regional sites.  It then undertakes a review (at the level of 15 sub-regions) to identify potential locations and to define priorities for action.  Within this context “North Black Country and South Staffordshire” is identified as one of four sub-regions providing the “best” opportunities to meet RLS criteria.  The report, referred to here as “RLS2”, then puts forward proposals as to how the regional planning body might go about maintaining an ongoing portfolio of sites.  A final draft of RLS2 was published shortly before completion of this report.  This contained some new areas of work and these have as far as possible been taken into account.  All references to RLS2 in the text are to this final draft.  

West Midlands Regional Freight Strategy (MDS Transmodal Ltd with Mott Macdonald and Atkins, Jan. 2005).   

This study was also commissioned at the regional level, in this case as part of the process of refining the Regional Transport Strategy and other aspects of RPG/RSS 11. Given that “logistics” is essentially about the movement and processing of commodity flows the report is highly relevant.  It provides an analysis of existing and projected freight movements in the region and proposes a strategy for accommodating them, for influencing them through land use and other means and, in particular, for optimising the use of rail.   It is referred to in the text below as “RFS”.

Study on Lorry Parking in the West Midlands - (MDS Transmodal with Atkins, May 2005) 

This supplement to the Regional Transport Strategy examines the scale of need for lorry parking across the region and the extent of shortfall.  Given that lorry parking is a significant element in making provision for logistics the conclusions clearly have some relevance.  The report is referenced here as “LPS”.
b) Black Country Reports

Long-Term Economic and Employment Strategy for the Black Country (GHK in association with Oxford Economic Forecasts, Regional Forecasts and Land Use Consultants, Feb. 2005)
Commissioned as a key part of Black Country Study, this report – referred to as “BCES” - provides a comprehensive review of the Black Country economy, sectoral analyses and projections under various scenarios.  It is the basis of the Consortium’s “preferred scenario” (Scenario 3B), which includes inter alia an expected growth from 54,000 to 65,000 in the number of jobs in the “Logistics and Distribution (excluding retail)” sector in the Black Country to the year 2030 and the projection of associated land needs – an increase from 4.2million m² to 6.4million m² (+52%) in the amount of floorspace required by the sector and an even more substantial increase, from 1,020 to 2,110 hectares (+107%) in the amount of land needed - although as discussed in Part 4, these figures are subject to some refinement in the light of further work within the land capacity studies. 
Black Country Employment Land Capacity Study (GVA Grimley in association with GHK - Baseline Report, Feb 2005 and Final Report,June 2005)   

This study, referred to in this report as “BCCS”, was undertaken in parallel with similar work on housing land capacity by Halcrow.   It reviews employment land needs in the Black Country in the context of a refinement of the BCES forecasts, for a “baseline” scenario (continuation of present trends) and under alternative scenarios for 2031 – including the strategically preferred Scenario 3B.   Capacity to meet assessed needs is examined in terms of (existing) “employment areas” and new “employment land” and is further analysed in relation to long term land use options generated in consultation with the Black Country local authorities to reflect the principles of three distinctive “spatial options”.  Extensive use is made of the Regional Employment Land Study (RELS) which is updated annually by Advantage West Midlands.   Since logistics uses are mainly accommodated within a general “industrial land” category, BCCS provides relatively little disaggregation of this component - this being clearly being an area where the current study is expected to contribute.  

Draft Black Country Study- Technical Summary Report (Black Country Consortium, May 2005)  

Whilst still an early draft, this document provides a very useful explanation of the study process and more particularly of the Consortium’s 30-Year Vision and the strategic objectives that underpin it.  It has been used widely in providing a context for this report and is referred to as “BCSS”).
c) Other Sources
A number of other documentary sources have been used in compiling this report.  These are referenced within the text.  Thanks are also due to Charles Roach of Black Country Investment for providing information and comment on demand and supply within the Black Country property market, and to Philip Taylor, advisor on transportation within the Black Country Study, for endorsing the treatment of transportation aspects. 

1.3
Structure of the Report   

Part 2 of this report defines more closely what “logistics” comprises and considers likely future trends within the sector nationally and regionally, in terms both of its organisation and its locational trends.  Part 3 reviews evidence on the current scale and character of logistics activity within the Black Country.  Part 4 then reviews the sector’s potential for growth and the associated land needs.  Part 5 commences the evaluation of the individual influences on location by reviewing operator perspectives.  Part 6 then looks specifically at the influence of transport and accessibility while Part 7 considers the influence of access to labour.  Part 8 considers the potential for the various forms of development which may be appropriate for logistics uses, including the concept of Regional Logistics Sites. Part 9 reviews the planning parameters within which logistics development has to be considered.  Part 10 then attempts to frame policy advice on potential locations in the light of these various factors.  Finally Part 11 considers the implications for logistics of the spatial choice options for the Black Country, currently being tested by the Consortium, and Part 12 highlights areas of further work identified in the course of preparing this report.

For consistency with other policy documents metric measures of floor space and land area (square metres and hectares) are used throughout, although the corresponding imperial measures (square feet and acres) remain in widespread use within the land and property market.

2. What is ‘Logistics’?

2.1
The Logistics Process

In order to assess the implications of accommodating an increase in logistics activity, some consideration is necessary as to what exactly the activity comprises; i.e. what are its characteristics – particularly in labour market, land use and environmental terms – and its future prospects.

A dictionary definition of the (non-military) use of the term ‘logistics’ is 

“the management of materials flow through an organisation from raw materials through to finished goods”.   

A more sophisticated definition is provided in RLS1 P5, as follows:

 “The process of strategically managing the procurement, movement and storage of materials, parts and finished inventory (and the related information flows) through an organisation and its marketing channels in such a way that current and future profitability are maximised through the cost efficient fulfilment of orders.”
Both these definitions refer to “movement through an organisation”. Strictly speaking therefore the logistics process is distinct from ‘supply chain management’ which embraces also the management of relationships ‘up-stream’ and ‘down-stream’ with suppliers and customers, management which is often – and increasingly – undertaken by third party organisations.  However the two terms are often used interchangeably and it is in this wider sense of movements through an organisation and within the wider supply chain that “logistics” is used in this report.

The term “logistics” as applied collectively to the activities discussed here is relatively new and has clearly come to confer a certain cachet in marketing terms – both for those organisations operating within the sector and for the property developers making provision for their space needs.  Therefore at the outset a little demystification might not go amiss.  Most of the activities concerned are by no means new:  

· There have always been ‘wholesalers’ interposed between the manufacturers of goods and the retailers who sell those goods. 

· Retailers have long used off-site warehouses, or ‘repositories’, for holding merchandise (or for distributing it by mail order).  

· ‘Wholesale markets’ have long existed to supply the smaller retailer with perishables while ‘cash and carries’ have a corresponding role in relation to dry goods and routine durables. 

· Likewise there have always been ‘hauliers’ providing a service in the transport of raw materials, finished or semi-finished goods - not to mention rail operators and shipping lines.

However it can reasonably be argued that recent qualitative changes in these activities, as discussed below, have created an (increasingly integrated) area of economic activity which justifies designation as the field of ‘logistics’.

2.2       Origins of the Sector

Synthesizing evidence from RLS1 and RLS2 and other sources it can be argued that there are five distinct but mutually reinforcing factors that over recent years have created a distinct ‘logistics sector’.  These are:  

a) Technological innovation 

A key trend in recent years has been the adoption of increasingly sophisticated IT systems for inventory management and control.  Most notable is the adoption of EPOS (electronic point of sale stock monitoring) within retailing, but similar systems have permitted the application of ‘just in time’ principles in many other areas of activity.  These systems minimise stockholding (which otherwise ties up capital unproductively) and enable stock to be held in locations which are less costly than the ultimate point of use/ sale.

b)   Outsourcing 

As part of the restructuring of economic activity generally, and encouraged by the increasing prevalence of a ‘flexible labour market’, the range of activities undertaken directly by an organisation with its own labour force is tending more and more to be reduced to an essential core.  Peripheral” activities - whether they be cleaning and catering, accountancy and legal services or stockholding and distribution – are increasingly ‘outsourced’ under contract.  [This tendency is, incidentally, a significant factor exaggerating the statistical shift from ‘manufacturing’ to ‘service’ employment, with workers who would once have appeared as in-house employees of manufacturing concerns now appearing in the services category, not least within the employment categories representing the logistics ‘sector’.]

b) Concentration of ownership
Notwithstanding the trend towards outsourcing, individual large concerns are more and more coming to dominate whole market sectors and these firms are supporting the development of increasingly sophisticated logistics systems, both in-house or outsourced to ‘third party logistics providers’.  The trend is exemplified most dramatically in the field of retailing where major players like Tesco and Asda exert an increasing control over the whole supply chain and are able to manage it - including spatially - in the interests of their own profitability.  Consolidation is also occurring within the field of the third party providers themselves where large firms, many now operating at a trans-national or even global scale, are investing in new infrastructure which impacts further on the geography of the supply chain.

d) Globalisation and import substitution
A key factor promoting the expansion of ‘logistics’ is the growth of a ‘global market place’ with increasingly worldwide patterns of sourcing of both goods and services.  In the case of the UK this means, overwhelmingly, the process of import substitution.   RLS2 (P16) points out that between 1994 and 2003 UK manufacturing output remained virtually static, recording a modest 4% growth over the decade.   During the same period however total retail sales, by volume, grew by no less than 42% - and non-food sales by as much as 57%.  The imbalance was effectively made up by a growth in imports as confirmed by a recorded 55% increase in container imports and a 23% growth in roll-on roll-off HGV imports over the same period.  The switch to imported goods is attributed to a number of factors, most notably:

· The worldwide shift of production to low-wage countries, particularly China and other fast growing economies in the Far East.

· The highly competitive UK retail environment, and diversification into non-food lines by the major grocery retailers who are particularly motivated to seek out low-cost sources.

· Growing disposable incomes and reduction of international trade barriers.

The growth of imports has major effects within the supply chain, most immediately in an increased demand for national distribution centres.  Imported goods usually pass through these centres (often sited away from high cost locations at the ports) where they are consolidated with nationally sourced goods and “cross-docked” for onward transmission, sometimes via regional distribution centres (where the process is repeated) to the retail outlet.

e) Transport networks

Underpinning the expansion of logistics is the development of rapid and economical means of transportation which facilitate locational separation and specialisation within the supply chain, and more particularly the consolidation of the holding and marshalling of stock away from the point of use/sale.  Overwhelmingly of course this means the motorway network which has wrought a fundamental transformation in the ‘friction of distance’ and enables regional, and to some extent national, catchments to be serviced within 24-hours.

2.3 
Types of Organisation

Within the above context there are, according to RLS2 (Appendix 3, page i), four types of organisation that constitute the market for land and premises within the logistics ‘sector’:

1. Manufacturers/producers who output a) semi-finished goods for input into another production process; or b) finished goods for sale to either a retailer or supplier.

2. Suppliers who buy semi-finished and finished goods before selling them on to other manufactures/producers or retailers - increasingly the UK distribution arm of an overseas manufacturer/producer.

3. Retailers who sell goods to the general public, either purchased direct from a manufacturer/producer or from a supplier.

4. Logistics operators who undertake the movement and handling of goods on behalf of the above three organisations.  

‘Logistics operators’, also referred to as ‘third party logistics providers’, differ from the first three types of organisation in that they do not actually own the goods they are storing and transporting.  These operators have been expanding particularly rapidly (and going through a process of consolidation) in recent years as more and more companies outsource their logistics functions.   Within the UK they include firms such as TNT, Exel and Wincanton/ P&O TransEuropean (the three largest European operators in terms of market share), Danzaz, Tibbett and Britten and Christian Salvesen.  These operators now often provide dedicated plants (e.g. regional distribution centres) to handle the logistics operations of a single manufacturer, supplier or retailer.

The expansion of Exel and Wincanton has been particularly rapid on the basis of outsourcing by the major food retailers.  Tesco, outsourcing a fairly constant 40% of its logistics operations balances its requirements between the two operators, whereas Sainsbury’s (now outsourcing approaching 50%) is more dependent on Exel.  Both Exel and Wincanton have developed a balanced portfolio of clients whereas other operators tend to be dedicated to just one.  The larger players like Exel and Wincanton are seen as best placed to grow on the basis of their economies of scale and diversified client base.  In the view of the IGD “the logistics sector is still very fragmented, with large contracts still being awarded to smaller logistics players.”  (IGD, Retail Logistics 2005, Nov 2004)  It therefore seems likely that further consolidation can be expected. 

RLS2 (Appendix 3, p iii) draws attention to a fifth type of organisation involved in logistics developments, i.e. property developers such as ProLogis who specialise in the creation of “distribution parks”, providing units for occupation by one of the four types of logistics organisation listed above.  These are usually pre-let but are sometimes developed on a speculative basis

The larger logistics developments, whichever type of organisation is responsible, are tending increasingly to fall into two major categories:

a) National Distribution Centres (NDCs) which are consolidation and holding points for imported and nationally sourced goods, prior to redistribution to other stages in the supply chain. They are particularly prominent in the supply of non-food goods like clothing or electricals to the retail industry. The average dwell-time for goods is around four weeks and some NDCs undertake some value added activities such as customising and packaging.

b) Regional Distribution Centres RDCs) serve a regional hinterland.  Like NDCs they receive, hold and re-distribute goods, but the emphasis is on consolidation and redistribution in the shortest possible time period, rather than inventory holding. Average dwell time is about 2 weeks but can be as little as 24 to 48 hours.

Both NDCs and RDCs are mainly operated by, or on behalf of, suppliers or retailers, although they are sometimes operated by (or on behalf of) manufacturers who do not have enough on-site space for holding inventory or where for JIT reasons it is necessary to hold stock in close proximity to the end user – e.g. some component suppliers in the automotive industry.  

2.4      Labour Market Characteristics

Logistics is a major employer.  The Skills for Logistics Council quotes a figure of 1.7 million jobs, or 5% of the national labour force, of which 81% are male (SFLC, Industry Overview).  However this definition is probably confined to the transport related sectors.  On a broader definition, including wholesale distribution jobs (SIC Class 51), logistics accounts for 10-12% of jobs in most regions.

Concerning the type of employment, the Skills for Logistics Council has referred to “a misguided perception that it is a poor industry in which to develop a successful career path”.  Accordingly they have produced a profile of the various jobs within the sector (summarised in Table 2.1) which seeks to demonstrate that a wide range of positions at various levels of skill is involved.  It also emphasises the centrality of IT within the sector. 

Likewise BCES (Tech. Annex 4, P13) argues that logistics and distribution “is no longer just about warehousing and transporting goods” and points out that “distribution centres employ a variety of staff, many of which are skilled and on high wages”.   However, the essence of the activity does still remain the storage, sorting and movement of large quantities of goods.  RLS1 (P 35) indicates the following breakdown: managerial 7%; administrative 11%; drivers 13% and “warehouse staff” 68% and RLS2 (e.g. P 90) works on the assumption that “the majority of employment at regional logistics sites will be lower order occupations”.  It therefore seems reasonable to assume that, of the types of job listed in Table 2.1, the relatively unskilled “warehouse operative” category remains numerically dominant.   There is some evidence that large scale logistics plants – e.g. HQ operations and NDCs – employ proportionately more managerial/professional staff than do smaller operations.   [However there is also evidence, as discussed in Part 4, that larger plants employ less workers per m² than do smaller plants.] 

With regard to pay, the New Earnings Survey for 2003, quoted in RLS1 (P 36), indicates  male average full-time gross weekly earnings for Great Britain of £475 in “transport, storage and communications” as compared with £496 in manufacturing industry and £498 in construction – a ratio of approximately 0.95:1.   In the West Midlands, pay was not only lower but the gulf was apparently greater - £426 in “logistics” compared with £460/£474 in manufacturing/construction, i.e. 0.93/0.90:1.    The growing emphasis on 24/7 working also means that more unsocial hours are probably worked in logistics than in these other sectors.

Table 2.1 Job Profiles, Typical Logistics Operation

	Sector
	Position
	Responsibility

	Managerial
	Contract manager
	Profit and loss, driver staff and operational efficiency

	
	Transport manager
	Organizing delivery routing and ensuring maximum efficiency is achieved within budget.

	
	Warehouse manager
	Co-ordinating operations within the warehouse

	
	Operations manager
	Prime responsibility for logistics operation, inc. staff development, business performance and strategic planning.

	
	Freight forwarder
	Movement of freight across international borders.

	
	Logistics manager
	Overall management of the supply chain.

	
	Inventory specialist
	Ensuring that the right stock is available at the right time.

	Non-managerial
	LGV driver
	(unlikely to ever have two days the same)

	
	LGV instructor
	Ensuring that potential LGV drivers achieve the required proficiency level

	
	LGV technician
	Maintaining an organization’s fleet of vehicles

	
	Warehouse operative
	Part of team responsible for handling goods through from receipt to dispatch.

	
	Fork-lift truck operator
	Safe transportation of goods around warehouses.

	
	Courier
	Ensuring expedient delivery of urgent packages.

	
	Transport clerk
	Day-to-day responsibility for administration of the transportation operation.

	
	Customer service assistant
	Representing an organization to its customers.

	
	Removals porter
	Working with a small team helping people to relocate.

	
	Packers
	responsible for ensuring products are contained within suitable packaging to provide protection during transit.

	Source: Skills for Logistics Council: Careers in Logistics




2.5 
Land and Buildings

In looking at the type of premises occupied by the logistics sector there is a tendency to be preoccupied with the characteristics of the big operators, i.e. the major retailers and  third party logistics providers and the property developers who meet their needs.  It is salutary to note that no less than 83.4% of firms in the sector nationally, and 84.8% of those in the West Midlands Region, employ only 1-10 workers (RLS2 Appendix 7, p vi).  [Although unfortunately there does not appear to be any data available to identify the contribution that smaller firms make in terms of their share of total employment or of floorspace/ land area occupied.]   

In looking at future provision it is clearly important to take into account the needs of the smaller logistics firms.  However in spatial, and environmental, terms it is obviously the characteristics of the big operators that dominate.  Indeed it is the ‘big sheds’ that these operators have been promoting over the past 10/15 years which are now the dominant image of the logistics sector.

The kind of reorganisation within the supply chain which has created a demand for large warehouse units is illustrated by the case of Sainsbury.  The company has recently rationalised from a network of 23 depots across the UK to seven distribution centres of around 60,000 m² each and two smaller depots of around 46,500 m².  Within the West Midlands the new developments comprise the 65,000m² unit at Hams Hall (a composite NDC/RDC) and the 52,000m² unit at Radial Park, Stoke-on-Trent.  

The floor area of a 60,000 m² warehouse building is equivalent to the area of some 7½ football pitches.  Currently the largest individual units in the West Midlands appear to be Sainsbury at Hams Hall and the TNT Logistics development at Birch Coppice, North Warwickshire, which provides a rail served national distribution hub for VW/Audi, and which has 68,000 m² of floorspace.   RLS2, in putting forward its specification for regional logistics sites refers to the possibility of units of up to 100,000 m², which could require a plot of as much as 30 hectares (See discussion in Part 5 below).

Not only are such buildings extensive, they are also high.  While 10 years ago a standard warehouse was 10 metres high, today even speculative developments typically provide a clear internal height of 12-14, or even 15, metres.  For specialist high bay facilities heights of between 20 to 30 metres are often required and even 35 metres is not unknown.  (RLS1 P88)  Absorbing such structures into the landscape obviously represents a major challenge.

2.6      Future Prospects
Trends and prospects within the logistics sector are discussed in more detail in the Black Country context in Part 4 below.  However, drawing in particular on the RLS reports it will be useful to make some general points at this stage.

a) Organisation

Most of the factors highlighted in Section 2.2 above, which have brought about the expansion of logistics as an activity in recent years, seem likely to continue.  Further expansion of the EU, continued growth of the Far Eastern economies and other factors will continue to force the pace of globalisation of markets, and sourcing will become increasingly trans-national.   At the same time concern over climate change and other environmental issues may prove to be countervailing forces, at least insofar as there is a greater application of the principle of ‘the polluter pays’ - or at least shoulders a bigger share of the cost of publicly provided infrastructure on which the application of logistics thrives (see discussion of transportation issues in Part 4).   However with the near universal spread of the market economy and global competition it is difficult to foresee other than a continued increase in the scale on which goods are moved around the world. 

Within the UK pressures from the retail sector and elsewhere will inevitably mean a continued quest for reorganisation within the supply chain and for new storing/sorting/cross-docking facilities within it.  A particular factor which is likely to generate an additional demand for floorspace is the tendency for the larger retailers (already exemplified by Tesco and B&Q) to extend their influence further within the supply chain by taking direct responsibility for collecting goods from manufacturers, from suppliers’ warehouses or from the ports.  This enables them to exert greater control over the flow of goods into their own warehouses in terms of delivery times and quantities and to use their large purchasing power to negotiate more competitive rates for transport.  This further increases the demand for distribution centre space at points where these flows of goods can be consolidated.

b)  Employment
In terms of employment, the extent to which the continuing expansion of logistics is reflected in additional jobs will depend on future changes in productivity.  In a sector whose very existence is predicated on the increasingly sophisticated application of principles of efficiency it might be expected that these changes would be great (and that the demand for labour would fall).  However the sector is relatively labour intensive and is expected to remain so.   Clearly the amount of labour required to sort and move a given quantity of goods in a contemporary high bay warehouse with state-of-the-art transfer technology is less than in a number of smaller and more congested premises.  However most of the processes are essentially manual and are expected to remain so.  Furthermore there is some tendency for the substitution of ‘brawn’ by ‘brain’ – i.e. as the number of people actually required to sort and move goods diminishes the number engaged in using sophisticated IT to plan and administer these activities increases.

Overall therefore there seems no reason to doubt there will be a significant growth of employment as the sector continues to expand.  With regard to the quality of jobs, and remuneration within the sector, there are some grounds for optimism that both may improve.   A somewhat higher skill content seems likely and the sector itself is now taking some steps to bring this about.  RLS1 points out that in future, due to the increasing impact of technology, goods handling and storage occupations will require skill levels in line with NVQ level 2, including literacy, numeracy and IT skills.   All things being equal a more skilled worker doing a more specialised job will tend to be better paid.  

However the majority of jobs seem likely to remain at a relatively modest skill level.  Furthermore the extent to which, for a given skill level, the gap with the manufacturing sector can be made up is doubtful.  With a higher proportion of the workforce employed in large establishments the opportunities for unionisation should be greater and this ought to have a positive effect on wage rates, although a propensity to use agency labour will militate against this.  A tight labour market, currently manifest in the shortage of drivers will also be a positive factor as firms compete for scarce labour, while the implementation of the Working Time Directive could have positive effects for drivers in reducing unsocial hours and making employment conditions more attractive.

c)  Modal Shift

Continued import substitution and the trends in retail organisation discussed above will have the effect of creating more concentrated flows, either from the ports/ the Channel Tunnel or from national distribution centres.  Both will, in the view of RLS2, create major opportunities for the development of rail freight.    A number of other factors are also expected to make transport by road relatively less attractive (albeit it will continue to be the predominant mode of goods transport):

· Lorry road user charges, introduced initially to create a level playing field between domestic and overseas-based road transport operators.  The long term effect of these charges, to become operative from 2008, is likely to be an increase in costs generally.

· The EU’s Road Transport Directive (RTD) which is part of the Working Time Directive (WTD) introduced in April 2005 is having the effect of reducing the amount of work a driver can undertake per shift and thereby significantly increasing costs.  As well as making the rail mode more competitive it is possible that the directive could reverse the trend towards very large distribution centres and encourage a denser network of smaller centres, although evidence is as yet inconclusive.  

· Driver shortages, which are becoming increasingly severe and are being exacerbated by the age profile of the work force (a high proportion of older drivers approaching retirement).

Whether a significant modal shift actually occurs will depend on the scale of investment in the rail infrastructure, including the further development of intermodal freight terminals and the relationship to the siting of distribution centres. 

c) Land and Buildings

No step change in the technology through which goods are moved, sorted and stored is anticipated in terms that would affect the actual type of premises required.  Therefore most sources do not expect major changes from the type of distribution centre developed in recent years.  However the possibility that the Working Time Directive and other factors could counteract the current tendency towards ever larger units and exert pressure in the direction of ‘more and smaller’ centres should not be discounted. 

The possibility that rail transport will become more important; and the interaction between how logistics sites are provided and the viability of rail freight; are key issues which are discussed further in Parts 6 and 8 of this report.

3.  Logistics in the Black Country: the Current Picture

3.1 Amount
 

Employment and floorspace data provide a broad indication of the current scale and inter-district distribution of logistics activity in the Black Country at the present time

Identification of employment in ‘logistics’ is difficult.   On an SIC basis most of the activities concerned fall within 2-digit categories 51 ‘wholesale trade’, 60 ‘land transport’, 63 ‘supporting transport activities’ and 64 ‘post/courier services’.   Ideally definition  should be confined to certain 4-digit sub-categories, as indicated in Table 3.1.  However data is not always available at this level and when discussing ‘logistics’ in the Black Country below the 51 + 60/ 63/ 64 grouping is used as a reasonable proxy.

   Table 3.1  SIC Definition of Logistics Sector

	2-digit class
	4-digit sub-categories

	
	Preferred inclusions 
	Preferred exclusions

	51
	5100. Wholesale and commission trade
	-

	60
	6024. Freight transport by road
	6010. Railways

6021. Other sched. pass. land transpt.

6022. Taxi operations

6023. Other pass. land transpt.

	63
	6310. Cargo handling and storage

6320. Other supptg. transpt. activities


	6330. Travel agents, tour operators.

	64
	6411. National post activities

6412. Courier activities
	6420. Telecommunications


On the basis of including the whole of the 2-digit classes concerned, the distribution of logistics jobs within the Black Country is as shown in Table 3.2.   Defined in this way employment in the logistics sector constitutes nearly 12% of all employment in the Black Country, with the largest concentration being in Sandwell – nearly 15% of all jobs. 

Table 3.2   Employment in Logistics, Black Country Districts, 2003

	Area
	Logistics Jobs (1)

	
	Number
	% of all jobs

	Dudley MB
	10,846 
	10.1

	Sandwell MB
	17,515
	14.6

	Walsall  MB
	7,728
	9.4

	Wolverhampton MB
	13,201
	11.8

	                         Black Country Total
	49,290
	11.8

	Source: GVA Grimley, Employment Land Capacity Study, Appendix 3d

.

(1) Employment in SIC 51, wholesale trade and commission trade; and SIC 60/ 63/ 64 land transport; supporting and auxiliary transport activities; and post and telecommunications.  Total BC employment in SIC 51 was 27,304 and in SICs 60/ 63/ 64, 21,986. 




Employment data is not available at a sufficiently disaggregated spatial level to compare logistics activity in the Black Country with that in other sub-regions of the West Midlands where these are defined on a shire district basis.  However data on warehouse floorspace from the nationally published Industrial and Commercial Floorspace Statistics 2003 (ODPM) can provide a reasonable surrogate, as shown by Table 3.3 which demonstrates a reasonable correlation between the Black Country districts share of logistics jobs and their share of warehouse floorspace,.  Sandwell’s 39.3% share of Black Country warehouse floorspace for example correlating reasonably well with its 35.6% share of logistics jobs.   Wolverhampton is the most significantly out of line, with 26.7% of logistics jobs but only 21.8% of floorspace.  This may reflect a higher proportion of accommodation in older, central area warehousing, as compared for example with Sandwell which probably has an above average share of modern ‘big shed’ floorspace. 

Table  3.3  Logistics Employment and Warehouse Floorspace, Black Country Dists. 2003

	District
	% of Black Country logistics jobs(1)
	% of Black Country w’house f’spacee(2)

	Dudley
	22.0
	20.2

	Sandwell
	35.6
	39.3

	Walsall 
	15.7
	18.7

	Wolverhampton
	26.7
	21.8

	Black Country
	100.0
	100.0

	Source: (1) Table 3.1    (2) ODPM,  Ind. and Comm. Floorspace Statistics, 2003


Accepting warehouse floorspace as a proxy, Table 3.4 examines the broad distribution of logistics activity across the West Midlands at sub-regional level.  With 20% of the Region’s population the Black Country contains some 25% of its warehouse floorspace, and a similar amount to Birmingham/ Solihull and Coventry combined.  The high level of provision in the Black Country is however largely attributable to Sandwell, whose 6.6m² of warehousing per head of population is exceeded in the Region at the individual local authority area level only by Rugby (6.9m² per head), East Staffordshire (7.2m²) and the exceptional case of North Warwickshire (11.1m²) where the Hams Hall and Birch Coppice sites in particular are matched against a small resident population.  Without Sandwell the other three Black Country boroughs have an average provision which at 3.6m² per head is exactly equal to that of the Region. 
Viewed over the Region as a whole, there remains a slight weighting towards the metropolitan area (Birmingham/ Solihull, Coventry and the Black Country).  Overall this area averages out at 3.7m² per head of population as against 3.5m² across the rest of the Region.  However this situation is changing as major distribution park developments continue in the shire counties, most notably in Warwickshire which now has an average 5.1m² per head, and which with just under 10% of the Region’s population accounted for 35% of the warehouse floorspace added between 2000 and 2003.  

Staffordshire (including Stoke) now has almost exactly the regional average of 3.7m² per head and added 10% to its warehouse floorspace  over the three year period, while the metropolitan area overall, and the Black Country part thereof, each added around 6%.   The main Staffordshire ‘hot spots’ are East Staffordshire (viz. the A38 corridor around Burton) together with Tamworth.  The North Staffordshire ‘conurbation’ (Stoke/ Newcastle/ Staffs Moorlands) has also been attracting substantial new development and between 2000 and 2003 it added 234,000m of warehouse floorspace (15.6%) – almost as much as was added in the Black Country, which has 2.5 times the population.  

The counties of the west and south west of the Region i.e. Shropshire (Telford notwithstanding), Worcestershire and Herefordshire have relatively low levels of warehouse provision and have not been experiencing substantial new development.

Table 3.4  Warehouse Floorspace, West Midlands Region, 2003

	Area
	Warehousing Floorspace (000m²)

	
	2003
	Increase 2000-2003

	
	Amount
	m² per head
	Amount
	%age

	Black Country                       
	4,750
	4.4
	278
	5.9

	Dudley MB
	961
	3.1
	93
	9.7

	Sandwell MB
	1,865
	6.6
	68
	3.6

	Walsall  MB
	888
	3.5
	11
	0.4

	Wolverhampton MB
	1,036
	4.4
	76
	7.3

	Birmingham/Solihull
	3,626
	3.1
	232
	6.4

	Coventry 
	1,002
	3.3
	134
	13.4

	Warwickshire
	2,561
	5.1
	642
	25.1

	Staffordshire 
	3,876
	3.7
	393
	10.1

	Southern Staffs (1)
	529
	2.7
	-38
	-6.7

	North Staffordshire(2)
	1,500
	3.3
	234
	15.6

	Remainder of Staffordshire
	1,847
	5.7
	197
	10.7

	Shropshire 
	1,355
	3.1
	42
	3.1

	Eastern Shropshire (3)
	662
	3.1
	8
	1.2

	Remainder of Shropshire
	693
	3.3
	34
	4.9

	Worcestershire 
	1,557
	2.9
	44
	2.8

	Northern Worcestershire (4)
	422
	2.3
	32
	7.6

	Remainder of Worcestershire
	1,135
	3.2
	12
	1.1

	Herefordshire
	475
	2.7
	55
	11.6

	West Mids. Region Total
	19,202
	3.6
	1,810
	9.4

	Notes:(1)  South Staffs and Cannock Chase               (3) Telford/Wrekin and Bridgnorth                               

          (2) Stoke, Newcastle and Staffs Moorlands       (4)  Wyre Forest and Bromsgrove

Source:  ODPM  Industrial and Commercial Floorspace Statistics


Table 3.5 places logistics employment in the Black Country within the context of the overall pattern of economic activity in the four districts.  On this basis, Sandwell’s strength (or over-representation) in the logistics sector is again apparent, the district’s 35%+ share of logistics employment comparing with its 28% share of all Black Country jobs.  Overall, Wolverhampton has the most “balanced” structure with its share of Black Country employment in each sector varying only between 25.5% and 28.4%.  Elsewhere, Dudley emerges as particularly strong in the retail sector – presumably on the basis of Merry Hill.  The district has nearly 32% of Black Country retail jobs compared with only just over 25% of all employment.  Somewhat surprisingly, Wolverhampton, which contains the only university in the Black Country, does not emerge as particularly strong in the education and health sectors, its share here in fact being slightly lower than its share of all jobs.

Table 3.5  Overall Employment Pattern, Black Country Districts, 2003

	Sector
	Number of Jobs & %age of BC Total
	Black Country

	
	Dudley
	Sandwell
	Walsall 
	Wolv’ton
	

	Manufacturing 
	21,823

22.8
	29,314

30.7
	19,946

20.9
	24,528

25.6
	95,611

100

	Logistics
	10,846

22.0
	17,515

35.5
	7,728

15.7
	13,201

26.8
	49,290

100

	Retail
	14,723

31.8
	9,780

21.1
	9,749

21.0
	12,122

26.2
	46,374

100

	Fin. & Bus. Serv.
	12,468

24.1
	13,270

25.6
	12,160

23.5 
	13,985

26.8 
	51,883

100

	Education & Health
	20,899

26.5
	22,249

28.2
	15,611

19.8
	20,157

25.5
	78,916

100

	Other
	26,341

26.6
	27,399

27.6
	17,227

17.4
	28138

28.4
	99,105

100

	Total
	107,100 

25.4
	119,527

28.4
	82,421

19.8
	112,131

26.6
	420,979

100

	Source: GVA Grimley, Employment Land Capacity Study, Appendix 3d


Due to changes in SIC definitions it is difficult to assess change over time with any accuracy.  However figures presented in Grimley Appendix 3a suggest an overall growth of some 7% in logistics employment in the Black Country 1995-2003 with most of the increase concentrated in SIC classes 63/64 ‘supporting and auxiliary transport activities’ and ‘post and telecommunications’.   Compared with the West Midlands Region as a whole the Black Country has a positive location quotient in respect of the wholesaling category partially counterbalanced by negative ratios for the transport related components, notwithstanding the recent growth in these categories. 

3.2
Types of Activity

In order to understand the future scale and locational requirements of the logistics sector within the Black Country it is particularly important to establish how the sector is currently structured.  In particular, it is vital to disentangle the extent to which logistics activity represents:

a) an activity integrated with, and adding value to, other economic activity in the Black Country (the classic example being the way in which steel stockholders serve the Black Country’s traditional metal-based industries); as opposed to:

b) a footloose activity which could bring direct benefits in terms of jobs and income but which could locate equally effectively elsewhere around the conurbation or even in the Midlands generally (e.g. retailers’ RDCs or NDCs).

Some logistics activity clearly contributes to value added and hence to productivity in West Midlands manufacturing.   However evidence suggests that the main function of new logistics activity attracted to the West Midlands may well be the distribution of finished goods manufactured elsewhere in the UK or overseas.  This can contribute to the efficiency of retailing and hence yield benefits which may be passed on to the consumer in the Black Country (and elsewhere).   At the same time it may diminishes the opportunities for local sourcing and therefore even have negative effects on the local economy – as well as generating additional ‘food miles’. 

In these circumstances it may well be that the main reason why the West Midlands – or a sub-region like the Black Country – may wish to accommodate and promote logistics is in order to ‘capture’ an appropriate share of a nationally growing activity for which the Region’s location makes it particularly suitable, and thereby obtain its share of the jobs and income which that activity directly provides.  It is certainly on these grounds of “regional competiiveness” that the RLS2 report for example argues for the provision of additional “Regional Logistics Sites”.

The degree of integration with the local economy is clearly an important issue in determining where provision for logistics should be made, as well as potentially, in a situation of finite land resources, how much should be accommodated.  Unfortunately there is only very limited information on which a categorisation of existing logistics activity ion this way can be achieved.   It would probably require a detailed firm by firm survey of on-site functions and supply chain linkages properly to bring it out.  However, King Sturge (RLS1, Appendix 8) have provided a listing of the major operators – generally those occupying more than about 5,000m² - across the West Midlands, as at April 2004, from which certain inferences can be drawn.    Data for the Black Country is summarised in Table 3.6 below.   None of the major food retailers has established a distribution centre in or adjoining the Black Country but mass market non-food operators are well represented with Argos, Index and Poundland occupying extensive premises. Since April 2004 Poundland has established a second centre 4km to the west of its Verson Park, Darlaston site - at Springvale, Wolverhampton.  Development of an RDS by TK Maxx at Stirling Green, Walsall is understood to be in the pipeline.
The two Royal Mail sorting centres at Wolverhampton and Halesowen are also prominent along with the GeoPost/ Parceline operation near M5 Junction 1.  Clearly some of the operators provide logistics functions more directly related to local production than do others, but without further research this aspect cannot be quantified.

Data on firm sizes may also give some indication of the type of logistics activity present in the Black Country.  RLS2 Table A24 gives data on firm size for county areas within the West Midlands.   Ion the former West Midlands County (i.e. the Black Country plus Birmingham/Solihull and Coventry there are 2,237 logistics firms of which 2,237 (84.7%) employ 1-10 workers;  280 (10.6%) 11-49; 121 (4.6%) 50-199; and 73 (2.8%) 200 or more.    These are not dissimilar proportions to those in the West Midlands Region and England as a whole.   Unfortunately no figures are presented for the proportion of jobs that the firms of different sizes of firm represent but the large number of small firms is striking, and it seems likely that a high proportion of these provide services within the local economy.

3.3
Location
Table 3.6 also brings out significant points with regard to the location of the main logistics operators.   Two major factors emerge:

· Accessibility

· Past action to bring forward sites (usually public sector led).

The importance of motorway access is immediately apparent.  The great majority of these large operations, in Sandwell and Walsall, are related directly to a motorway junction or to the Black Country Spine Road/ Black Country Route network which forms a loop between M6 Junction 10 and M5 Junction 1.   It was in this area that joint action by the local authorities and subsequently by the former Black Country Development Corporation in the late 1980s/ early1990s led not only to the provision of this highway infrastructure but also to the consolidation and bringing forward of sites.  The BCDC was also instrumental in bringing forward the Royal Mail sorting centre site in Wolverhampton.  

The largest logistics operations in Wolverhampton have located largely in the Stafford Road corridor leading to M54 Junction 2 – where sites and premises have been released following the contraction of Goodyear Tyres.  The only major location in the south of the Black Country, at Coombs Wood (Halesowen, Dudley) is within approximately 5 minutes of M5 Junction 3.

Table 3.6  Principal Logistics Operators, Black Country, April 2004

	District
	Site
	Principal Operators/ m²

	Dudley
	Halesowen, Coombs Wood, 
	Ask McGoowan, Transpak, Media Print, Royal Mail, Clemsons, Mapei, Adam Jones Transport

	Sandwell
	Smethwick, Junction 1, M5
	GeoPost (UK) (13,935)

	
	Oldbury, Apollo Park
	SIG (7,435)

	
	Wednesbury, Universal Point
	British Homedoors Group (9,847)

	
	Wednesbury Parkway North
	Index Littlewood (20,900)

	
	Wednesbury, Javelin Park
	Dreams (12,080)

	
	Wednesbury, Richardson P’kway
	J&L Distribution (7,275), Boise Cascade (11,630)

	
	Wednesbury, Waterside Park
	Alcoa (7,900)

	Walsall
	Darlaston, Verson Park
	Poundland (22,300)

	
	Darlaston, Paragon
	Initial City Link (Rentokil) (13,935)

	Wolverhampton
	Sun Street
	Royal Mail (18,860)

	
	Antar Site
	EWS, BSW

	
	Junction 2, M54
	Argos (21,925)

	Source: King Sturge, RLS1, Appendix 8


3.4
Development
 Trends
RLS1 provides national data analysing completions of large new distribution warehouses (units of over 9,290 m²) by region from 1995 to 2003.  This demonstrates that the East and West Midlands are clearly favoured areas for logistics uses.  With 16% of the GB population, they accounted for 42% of the larger distribution centre developments over this period (West Midlands 19%, East Midlands 23%).     The trend towards very large units for NDCs and RDCs has been particularly prominent.  Over the shorter period 2000 to 2003 five transactions for units of over 50,000m² were completed in the West Midlands.  Subject to slight differences in floorspace from those quoted by Grimley above, these were: including TNT Logistics for VW/Audi at Birch Coppice (68,000m²); Sainsbury at Hams Hall (65,000m²); Gap at ProLogis Park, Rugby (63,000m²); and Argos at Centre 38, Barton under Needwood (59,000m²).
Other data presented in RLS1 confirms that the most intense demand in recent years within the West Midlands has been in Warwickshire – which  forms part of a wider core area of logistics activity nationally, also embracing adjacent parts of Northamptonshire and Leicestershire.  Clearly this constitutes a favoured area locationally for the establishment of national distribution centres and for regional centres serving both East and West Midlands.
RLS1 also gives an analysis of completions in units of over 9,290m² (100,000 ft²) for the individual sub-regions of the West Midland -including the Black Country - over the period, 2000-2003, summarised in Table 3.7 below.   The Black Country does not emerge as a particularly prominent area for these larger developments, indeed Staffordshire/Stoke, with a combined population similar to that of the Black Country saw eight times as much floorspace completed.    It is likely that the Black Country also had a substantial amount of development in units of less than 9,290m², and this may have been proportionately more than in some other sub-regions.   However it is instructive to note that the addition of 2.2 million m² of new logistics floorspace anticipated in the Black Country Vision up to 2030 implies an annual building rate of 95,000m² (without allowance for the replacement of any existing floorspace), as compared with the recorded completion rate (in large units) during the recent period of only 11,427m² per annum.  Even the lower requirement for around one million m² implied by the later GVAG and RLS2 work (see Part 4) implies the addition of around 43,000 m² per annum.

The final (September 2005) draft of RLS2, published towards the end of preparation of this report, includes data on large unit developments across the 15 sub-regions into which the West Midlands has been divided for RLS analysis for the whole period 1996-2005.   This largely confirms the pattern highlighted above.  The three sub-regions in the M6 corridor in the east of the Region – No.8 Tamworth/ Atherstone (which includes Hams Hall and Birch Coppice), No.9 Birmingham/ Solihull, and No.12 Nuneaton/ Coventry/ Rugby together accounted for 64% of units in excess of 9,290 m² and for 60% of those in excess of 23,225 m² (250,000 ft²). over the 10 year period.  Also prominent were the sub-regions No.5 Lichfield/ Burton upon Trent, and No.1 North Staffordshire.

Table 3.7   Take-Up of Distribution Units of over 9,290m², West Midlands, 2000-2003 
	Location
	No. of Units
	Floorspace (m²)

	
	
	Total
	Average Unit Size
	Annual Rate

	Warwickshire
	10
	316,935
	31,694
	79,233

	Staffordshire
	10
	244,305
	24,431
	61,076

	Stoke
	5
	127,880
	25,576
	31,970

	Birmingham/Solihull
	5
	106,145
	21,229
	26,536

	Coventry
	4
	89,090
	22,273
	22,272

	Black Country
	3
	45,710
	15,237
	11,427

	Worcestershire
	3
	42,735
	14,245
	10,683

	Telford
	1
	25,000
	25,000
	6,250

	                             Total
	41
	997,800
	24,337
	249,450

	Source: King Sturge, Regional Logistics Study, Stage 1, Table 11.                                       Black Country units probably include Poundland, Walsall and Argos, Wolverhampton.


The new RLS2 data also examines the distribution of development including smaller warehouse units down to 929 m² (10,000 ft²).   This does not however alter the overall pattern with the three dominant sub-regions highlighted above accounting for 62% of all new build over the past 10 years.  No major trends in location have been discernible over the period, with the same sub-regions dominant in most individual years.  However there has been a trend towards larger units.  During 1996-99 only 5 units exceeding 23,225 m² were completed in the West Midlands but, since 2000, 21 such units have been built.  The overall level of completions year on year has been fairly constant, averaging around 280,000 m² per annum. A peak of around 325,000 m² was achieved in 2000-2021 followed by a significant downturn but there was a recovery in 2004 fuelled in particular by demand from the retail sector.

3.5 Black Country Sites and Premises – Supply and Demand

Black Country Investments (BCI) has been able to provide information on the current state of the property market within the sub region and its implications for logistics uses.  BCI was set up in 2001 as the inward investment arm of the Consortium, for each of the Black Country local authorities to realize added value where this could be achieved by joint action across the four districts.  It provides and coordinates information from some 150 agents and deals with over 1,700 property inquiries annually.   In terms of data, BCI deals with logistics uses within the context of business/ industrial enquiries generally (although ‘permitted use’ in terms of B8 versus B1a/b/c and B2 is of course identified).   BCI information on the ‘logistics sector’ therefore has a strong qualitative element, based upon accumulated experience from four years of engaging with local business, maintaining a land portfolio and identifying opportunities.

a) Matching Supply and Demand

BCI has demonstrated that, quantitatively, there is a surplus of supply over demand for premises in the Black Country, but that there are major mismatches in terms of quality and unit size:

· There is approximately 1.1million m² of business/ industrial/ warehousing floorspace ‘on the books’ in the Black Country at any one time, but 20-30% of this is inappropriate for any user.
· Take up in any one year is always less than the supply coming forward, but 15-18% of the floorspace coming forward is totally obsolescent.
· The major clusterings of demand are (a) for units of below 1,000 m² (with the majority below 250 m²); and (b) for units of over 4,000 m², with very little significant requirement in between.  Supply, whether new build or re-usable existing stock, is not coming forward in sufficient volume to meet the demand for smaller units.

· Developers are concentrating almost entirely on the supply of larger units.  Of the 1.1 million m² of available or planned floorspace, the 700,000 m² in units of more than 2,000 m² includes over 400,000 m² of recently completed or planned development (60%).  However, of the 400,000 m² in units of less than 2,000 m², only 25,000 m² (6%) is new or planned.  
· Of the 200 or so inquiries per year for units of over 4,000 m², most are for logistics operations.

Recent Developments/ Key Operators
BCI has been able, anecdotally, to provide some information clarifying aspects of logistics in the Black Country, which provide some additional pointers to its future potential:

· A major expansion of logistics activity (exploiting the potential offered by the area’s inherent accessibility), followed the Black Country Development Corporation’s assembly of large sites during the early 1990s – especially along the Spine Road - and their disposal to major developers.  This helps account for the high concentration of logistics activity in Sandwell already noted.  Most of the occupiers were in the field of logistics or semi-assembly (the ownership of Rover by BMW generated a lot of demand in this period) but some have changed their role over the intervening years, in particular with a reduced dependency on the automotive sector.  In some cases this will have involved establishing new links and dependencies with firms in or outside the Black Country.  To seek to identify links, or otherwise, between logistics and the ’local economy’ is therefore a complicated matter.

· Just in time principles (as already noted) can have a key influence on the location of logistics support and component suppliers – e. g. Jaguar’s stipulation that contracts will only go to plants within 5-miles.

· Some specific may help to demonstrate Black Country potential:

· Birds Transport, Oldbury – a locally based ‘logistics provider’ that has expanded substantially in recent years and now has sites in Ireland, France and Germany.   In the West Midlands the company operates a number of satellites in addition to its Oldbury HQ.

· GeoPost/ Parceline at Junction 1, Smethwick may be a pointer to the kind of employment-generating logistics use for which the Black Country could be attractive.   The business combines the traditional ‘package shifting’ role of Parceline with a wider diversity of activities, some of which are ‘value adding’, including organising the logistics of other companies and undertaking an element of light assembly on the goods that pass through GeoPost’s hands.  Expansion is in progress, increasing occupied floorspace from 50,000 m² to 75,000 m².
· Poundland, a rapidly expanding non-food discount retailer (which has opened over 100 outlets nationally over the past 10 years) moved from central Wolverhampton to establish a national distribution centre beside the Black Country Route at Darlaston in 2000.  Continued expansion has led to the establishment of a second operation at Springvale Wolverhampton (see below).

· TK Maxx regional distribution centre, Walsall, a development by another expanding non food retailer.   Substantial employment is involved (1,100 jobs in a 25,000 m² unit) and a site was required with good access to a pool of relatively unskilled labour, which led to the choice of the former Stirling Tubes site (see below).

b) Market Factors
BCI has demonstrated that the way in which the land and property market operates has a major effect on how ‘employment land’ in the Black Country is used.:

Land Values

Private and individual investors are driving up the cost of land where property is more attractive as an investment proposition than other commodities where growth has been more stable. 

There seems little doubt that comparative land values are actively contributing to a decline of Black Country manufacturing in favour of logistics.  Over the past 6/7 years the value of employment land in the sub-region, fuelled by demand from logistics has appreciated from £375,000 per hectare to over £750,000 per hectare.   This intensifies pressure on manufacturing, as exemplified by two cases:

a) Poundland, Springvale, Wolverhampton   Here the Metabrasives foundry, less than 10 years old, has been replaced by the second Poundland development. It is understood that a price of over £800,000 per hectare (plus reclamation costs) was involved for the 5 hectare site and that a manufacturing use was unsustainable in the light of this valuation. 

b) TK Maxx, Stirling Green, Walsall    While it is unclear whether increasing site value was instrumental in Stirling’s transfer of production to Sweden in 2001, it is clear that a very substantial profit is accruing to the developer from the development of an RDC for this retailer on the site.
Source of New Build

Speculative development for employment uses is very rare in the Black Country – effectively all building being bespoke for an end user.   In the recent past speculative development has only ever been viable under grant aid or other forms of public subsidy (e.g. BCDC regime).   Development therefore is only initiated following competition to generate bids – wherein the logistics sector always has the upper hand.  Only if land values could be reduced is there the chance of building taking place for manufacturing end users.

Terms of Landholding

Leasehold terms are becoming increasingly popular, these being the arrangements most attractive to the increasingly dominant institutional investors.  Leasehold is the form of landholding most popular with the logistics sector, which is capable of taking leases of up to 15 years.  Leases to manufacturing users on the other hand never exceed 10 years, with 5 years being more common.

[It might perhaps be added by way of comment that some of these same factors could be said, further up the land values scale, to have discouraged logistics uses where there has been the possibility of a retail permission, such as at Axletree Way, Wednesbury; and that similar pressure may be put on manufacturing uses not only by logistics (and retail) but also, in the ‘right’ location, by residential.]

c) Rail Connectivity
The only serious potential for a new rail connected site within the current Black Country employment land portfolio, in the view of BCI, is the 20 hectares of land at Bescot,  However there are constraints on bringing this forward – viz. the ransom strip held by EWS (who wish to fund a new depot) and a possible housing commitment affecting part of the site.

In general the BCI sees rail connectivity as being problematic.  Withdrawal of Freight Forwarding and Trade Access grants has meant that transfer costs from road to rail tend to be prohibitive.  In addition the proliferation of satellite sites and other action by companies in preparation for the Working Time Directive have enabled big operators to achieve operational efficiencies which continue to make road haulage worthwhile. The issues of rail connectivity and of the viability of rail use are considered further in Parts 6 and 8. 

d) Policy Messages 

Some of the key messages suggested by BCI from their analysis are:

· Logistics operations help to sustain (indeed in some cases are essential to sustaining) other economic activities locally.   However for any single logistics operation such relationships will not necessarily be maintained over time. 

· Experience to date suggests that the area does have particular attractions for logistics operators, particularly in the non-food retail sector and the expansion of internet shopping could provide further opportunities for serving a national catchment area from a Black Country location.

· There is a problem of conflict with manufacturing/ industrial uses.  Dedicated ‘logistics parks’ could be a means of ‘steering’ logistics activity but they cannot of themselves prevent the market ‘squeezing out’ manufacturing in favour of logistics as many existing sites already have joint B1/B2/B8 permission or established use.

· An additional mechanism for conserving opportunities for manufacturing could be the placing of upper limits on unit size in some new developments (say to units of less than 5,000 m² - since manufacturing is generally seeking smaller units and logistics larger.  This could be useful where existing permissions include B8.

· Tactical site acquisition could become a significant issue, i.e. one operator ‘land banking’ in order simply to keep out known competitors.  Without intervention to bring sites forward this makes theoretical matching of supply with ‘need’ more difficult.

· For this and other reasons intervention may be the only practical route if an appropriate supply of land and premises (for all types of economic activity) is to be maintained.  This presupposes that the public sector will have (a) the resources and (b) ‘stomach’ for the necessary use of CPO powers.

4.  Future Land Needs

4.1
Background

This section of the report addresses the question of how much land will be required for ‘logistics’ in the Black Country over the period covered by the strategy (i.e. to 2031) if these activities are to play the part ascribed to them in the Black Country Vision. Subsequent sections examine the various parameters involved in locating this provision.  

Projections of land needs for ‘economic’ uses - industry, logistics, offices, retail, etc.- were developed initially in the economic strategy work (‘BCES’) and subsequently in the employment land capacity work (‘BCCS’).   These projections ultimately underpin the development of the spatial strategy and it is important to understand how they have evolved and how sensitive they are to the various assumptions made.  In particular it is necessary to understand the process by which the projected requirement for an additional 2.2 million m² of floorspace for “distribution uses” appearing in Table 4.9a of BCES, relates to the additional 1.0 million m² for “logistics” which forms a basis for the evaluation of options in Grimley’s capacity study.

4.2 Economic Strategy Projections

The projections contained in the Economic Strategy (BCES) were prepared by means of sector-based projections of employment (for the whole Black Country area), converted to a total floorspace need on the basis of overall employment densities and then to a land requirement on the basis of plot ratios.  The projections for “logistics and distribution excluding retail” under the preferred Scenario 3B, in comparison with other key sectors, are summarized in Table 4.1 below.  The figures for floorspace and land needs at 2030 relate to “future densities”.  The tables concerned also include projections based on unchanged “current densities” which equate to a much more modest requirement of an additional 900,000m² of floorspace and only an additional 240 hectares of land.  This immediately emphasizes the sensitivity of the outputs to the assumptions which are made on density.

Table 4.1 GHK, Preferred Scenario Employment and Land Projections, Black Country, 2003-2030 

	Sector
	Employment (‘000)
	Floorspace (‘000m²)
	Land (hectares)

	
	2003
	2030
	% inc.
	2003
	2030
	% inc.
	2003
	2030
	% inc.

	Logistics
	54
	65
	20
	4,200
	6,400
	52
	1,020
	2,110
	107

	Manufact’ing.
	112
	47
	-58
	3,900
	1,300
	-67
	980
	250
	-74

	FBS.
	73
	155
	112
	1,200
	2,000
	67
	170
	160
	-6

	Source: BCES, Tables 4.3, 4.9a and 6.1  (FBS = Financial and Business Services)

Note: Employment in logistics = ‘Logistics and Wholesale Distribution exc. Retail’

         Logistics floorspace = ‘Distribution’


Taking these figures at their face value the land hungry nature of modern logistics development is immediately apparent, with a 20% increase in employment being reflected in a 50%+ growth in built floorspace and an increase of over 100% in the land area occupied.  The extra 1,090 hectares requirement for logistics is set against an anticipated 730 hectare reduction in the land requirement of manufacturing industry.  The assumption that office development will be concentrated almost exclusively in the four strategic centres at substantially higher densities than present levels leads to a slight fall in the site area occupied by financial and business services, notwithstanding a more than doubling of employment in the sector – an extra 82,000 jobs – and a 67% increase in the floorspace occupied.

In arriving at these figures BCES undertook employment projections for a baseline (trend) situation on a shift-and-share basis and then for various scenarios including the preferred ‘vision’ Scenario 3B which forms the basis of the preferred strategy.  The extent of the anticipated upturn which the ‘3B’ projections imply (compared with the ‘trend’ situation) is clear from Table 4.2, viz. a turnaround from a projected 3% decline in jobs, 2003-2030 to a 19% increase.  In some individual districts the anticipated reversal of fortunes is even more dramatic, Wolverhampton turning a projected 10% decline into a 28% growth.  

The sectoral components on which the overall forecasts summarized in Table 4.2 were based included those for logistics, manufacturing and financial and business services (FBS) shown in Table 4.1, i.e. an anticipated 11,000 (20%) growth in logistics jobs and a more than doubling of employment in financial and business services.  The baseline projection for logistics implied a small increase – of about 2,000 jobs.

Table 4.2  BCES Projected Total Employment Levels, 2003-30

	District
	Employment 2003
	Baseline 2030
	Preferred 2030

	
	
	Employment
	% Change
	Employment
	% Change

	Dudley
	141
	152
	+8
	160
	+13

	Sandwell
	138
	124
	-10
	154
	+12

	Walsall
	113
	110
	-3
	142
	+26

	Wolverhampton
	114
	103
	-10
	146
	+28

	Black Country
	507
	490
	-3
	601
	+19

	Source: BCES Table 4.2


The next stage in the process was to project requirements for logistics (and other sectors) on the basis of average densities (m² per worker).   Applying the average densities for warehousing activities derived from Arup’s work for English Partnerships (summarized in BCES Apppendix 3e) indicated a ‘requirement’ for 4.154 million m² of logistics flooorspace as at the base year of 2003.  This was sufficiently close to the published figure for ‘warehousing’ in the Black Country (4.750million m²) at the same date in the ODPM Industrial and Commercial Floorspace Statistics to suggest that this was an acceptable method of estimating current floorspace.   As a result the base figure of 4.2 million m², as at 2003, quoted in Table 4.1 above was adopted.   The projected requirement for 6.4 million m² at 2030 was based upon an anticipated reduction in average density, forecast to fall from 50m² to 70m² per worker for in-centre warehousing  and from 80m² to 100m² per worker for that located out of centre - where the great majority of warehousing is to be found.  The implied average density reduction, as shown in Table 4.1 above, is therefore from 78m² per worker at 2003 (i.e. 54,000 workers in 4.2 million m²) to 98m² per worker in 2030 (65,000 workers in 6.4 million m²).  

Finally land requirements for logistics were calculated on the basis of average plot ratios (floorspace per unit of site area) - which GHK anticipated were likely to fall from 0.5 : 1 (now) to 0.4 :1 (in 2030) for in-centre warehouses and from 0.4 : 1 to 0.3 : 1  for those located out of centre.

4.3
Employment Land Capacity Projections
As part of their employment land capacity study, Grimleys, working in association with GHK, refined the employment land-need forecasts of the economic strategy, including those for logistics, under three scenarios:

1. Scenario 3B of BCES (the Vision scenario) incorporating a major reversal of population decline and substantial employment growth. 

2. A “Baseline Scenario” reflecting a continuation of current trends, i.e. towards economic contraction and continued population loss;

3.  An intermediate scenario based on emerging regional spatial strategy projections (the “RPG” Scenario).

The resultant forecasts for the logistics sector in terms of floorspace in B8 use at individual district level are summarized in Table 4.3.  They suggest a substantially smaller floorspace requirement for the logistics sector than that projected in the GHK Economic Strategy.  Overall under the “Vision” scenario it is now estimated that B8 uses would need to grow by approximately 1.0 million m² (up from 3.3 to 4.3million m²) by 2031 as compared with an increase of 2.2million m² (from 4.2 to 6.4million m²) projected in the earlier work.  The projected need for additional floorspace in Sandwell is now quite modest, a growth of only 15% (compared with 36-44% in the other districts) contributing to the overall Black Country requirement for 30% more floorspace. 

Table 4.3  BCCS Forecasts of Floorspace in Class B8 Use, 2003-2031

	Year/Scenario
	Floorspace in Class B8 Use (‘000s m²)

	
	Dudley
	Sandwell 
	Walsall
	Wolv’t’n
	Black Country

	2003
	718
	1,201
	497
	867 
	3,283

	2031 Vision 
	1,034
	1,378
	694
	1,178
	4,284

	Increase
	316
	177
	197
	311
	1,001

	2031 Baseline 
	816
	1,235
	523
	919
	3,493

	Increase
	98
	34
	26
	52
	210

	2031 RPG 
	859
	1,361
	605
	1,016
	3,841

	Increase
	141
	160
	108
	149
	558

	Source: BCCS, Appendix 3f


The BCCS projections, like those of the earlier GHK work, commence with a sector based projection of employment.  The relevant figures for the base year and or 2031 under the Vision scenario are summarized in Tables 4.4 and 4.5.  Employment in the logistics sector is defined in terms of jobs in the (Consultant defined) categories ‘S4’ and ‘S7’ which correspond to SICs 51 (wholesale and commission trade) and 60/63/64 (land transport and supporting activities and postal services) respectively, and which are taken as approximating to users of B8 floorspace (BCCS, Appendix 3b).  On this basis the total number of jobs at the base year 2003 (49,290) is rather lower than the 54,000 estimated in the BCES work.   Projected jobs for the Vision scenario at 2031 (Table 4.5) are however somewhat higher, at nearly 67,000 as compared with the 65,000 projected at the earlier stage.   

Table 4.4 BCCS Projections, 2003 Base Logistics Employment and Floorspace

	District
	Employment
	Floorspace (’000m²)
	(Density     m² per Job)

	Dudley
	10,846
	718
	66.2

	Sandwell
	17,515
	1,201
	68.6

	Walsall
	7,728
	497
	64.3

	Wolverhampton
	13,201
	867
	65.7

	Black Country Total
	49,290
	3,283
	66.6

	Source:  BCCS, Appendices 3d and 6


Table 4.5  BCCS Projections, Vision Scenario 2031, Logistics Employment and Floorspace

	District
	Employment
	Floorspace (’000m²)
	    Density     (m² per Job)

	Dudley
	16,589
	1,034
	62.3

	Sandwell
	20,258
	1,378
	68.0

	Walsall
	11,344
	694
	61.1

	Wolverhampton
	18,774
	1,178
	62.7

	Black Country Total
	66,965
	4,284
	63.9

	Source:  BCCS, Appendices 3d and 6


It therefore appears that the Consortium could now be referring to “18,000 new jobs” generated by logistics as opposed to the “11,000” claimed on the basis of the earlier work.   As already noted, in spite of the substantially higher employment growth, estimated floorspace needs are substantially lower than those in the GHK forecasts.  This appears to be accounted for by differences of approach in respect of employment densities.
With regard to the disparity in the base floorspace figures for 2003 (3.283million m² according to BCCS, 4.2 million m² in BCES), it should be noted that in neither case are these based on data for the amount of floorpace actually existing.  In both cases they are derived from base year employment (itself ‘projected’) and on assumed employment densities.  The BCCS density work however is based on “development typologies”. i.e. the recognition of distinctly different forms of development (each with  distinctive employment density) rather than for example on applying blanket ratios derived from the EP/ Arup studies.  Derived in this way the implied overall density for logistics floorspace in the Black Country in 2003 is 66.6 m² per worker as compared with the 77.8 m² implied in the GHK work.

Likewise, and most significantly, the differing approaches produce radically different results for 2031.   Grimley’s implied densities are summarized in Table 4.5.  They result in a slight increase in density 2003-2031, with a fall in average floorspace per worker from 66.6 m² to 63.9 m².  This is of course radically different from the BCES projection which anticipated a major reduction in densities overall – from 77.8 m² per worker in 2003 to 98 m² per worker in 2030.  In effect, although their bases are quite different, the requirement for additional floorspace 2003-2031 now projected by Grimleys for the Vision scenario – almost exactly 1.0 million m² of additional logistics floorspace – is reasonably close to the 1.260 million m² put forward by GHK (their Table 6.1) under their alternative “current densites” projection.

The change in floorspace requirements arising from the BCCS approach is proportionately greater for logistics than in respect of manufacturing.   For the latter, Grimleys project a requirement for B1c/B2/4/5/6 industrial uses falling from 3.2million m² in 2003 to 1.3million m² in 2031- a reduction of 1.9million m² (60%) as compared with GHK’s projected reduction from 3.9million m² to 1.3million m², a  fall of 2.6million m² (67%).  Thus overall Grimleys now expect manufacturing potentially to relinquish about 700,000m² less floorspace than under the BCES projections, while at the same time they expect the logistics sector’s requirement to be some 1.2million m² less. 

Unlike the BCES work, BCCS did not attempt to convert floorspace into a predicted land requirement. Under Grimley’s approach the capacity to accommodate floorspace is determined by the development typologies applied on a site by site basis.  Thus there is no single figure to compare with the extra 1,090 hectares of land needed for logistics under the earlier work.  In any event they stress strongly that market mechanisms are unlikely to secure any tidy substitution numerically of one use for another and that any capacity assessments must build in a degree of comfort over and above theoretical requirements derived from economic modelling.

4.4
Regional Projections


At a late stage in preparing this report the final draft of RLS2 was published, containing projections of the land needs and employment growth potential of “distribution warehousing” at the regional level to 2021.  Although the time period is shorter and there is no dis-aggregation to the sub-regional (i.e. Black Country) level, these new projections do provide one benchmark against which to review the forecasts discussed above, at least in terms of their order of magnitude.

The new RLS2 projections have an entirely different base from that adopted in both BCES and BCCS.  Rather than sector based projections of employment, RLS2 takes as its starting point projections of volumes of goods movement, sub-divided between inter and intra regional and by mode (road v. rail), and between commodities passing through and those not passing through distribution warehouses.  Three scenarios are tested, covering variations in the extent to which the West Midlands provides warehousing on rail connected sites vis á vis other regions.  The key output of the work is of course the scale of need for regional logistics sites.  However in the process forecasts are made of total floorspace requirements for warehousing in the region.  

These new RLS2 projections are summarized in Table 4.6.  Under Scenario 1 it is assumed that all GB regions build new distribution warehousing in line with current trends and market share, all regions build rail connected warehousing in line with the Strategic Rail Authority’s strategic rail freight interchange policy and that the proportion of all goods passing through distribution warehouses remains constant from 2003.  Scenario 2 assumes that the West Midlands does not build any rail connected warehousing while other regions build in line with the SRA’s policy.  Scenario 3 assumes that the West Midlands builds rail connected warehousing in line with the SRA’s policies while other regions provide at only half the level which these policies require.  On this basis it is predicted that there is a minimum demand for some 3.15 million m² of distribution warehousing in the West Midlands up to 2021, implying a requirement in total for some 790 hectares of land (Scenario 2).  The higher requirement (3.36-3.41 million m² of floorspace and around 840-850 hectares of land under Scenarios 1 and 3 reflects the additional share of the national ‘cake’ which the Region can expect through providing additional rail connected sites.

Table 4.6  Space Requirements of Distribution Warehousing, West Midlands Region, 2003-21

	Requirement
	Total required 2003-21
	RLS Options

	
	
	Option 1
	Option 2
	Option 3

	
	
	RLS
	Non RLS
	RLS
	Non RLS
	RLS
	Non RLS

	‘000s m²
	
	
	
	
	
	
	

	Scenario 1
	3,357
	792
	2,565
	2,032
	1,326
	1,422
	1,935

	Scenario 2
	3,154
	744
	2,410
	1,909
	1,246
	1,336
	1,818

	Scenario 3
	3,411
	805
	2,606
	2,064
	1,347
	1,445
	1,966

	Mean
	3,307
	780
	2,527
	2,001
	1,306
	1,401
	1,906

	Hectares
	
	
	
	
	
	
	

	Scenario 1
	839
	198
	641
	508
	331
	356
	484

	Scenario 2
	789
	186
	602
	477
	311
	334
	455

	Scenario 3
	853
	201
	651
	516
	337
	361
	492

	Mean
	827
	195
	631
	500
	326
	350
	477

	Source: RLS2, Tables 5 and 11


The regional projections summarized in Table 4.6 also consider various options for the division of the required provision between (rail linked) Regional Logistics Sites and other (non rail linked) locations.  Option 1 assumes a continuation of existing trends in terms of the proportion of new units in excess of 25,000 m² provided on rail linked sites.  Option 2, the “sustainable distribution” option assumes that all demand for units in excess of 25,000m² will henceforth be met on RLS while Option 3 is an intermediate position which takes into account existing planning consents for non rail linked provision in allocating new developments in excess of 25,000 m².  Since the scenarios themselves postulate various levels of provision on rail linked RLS not all of these combinations of scenarios and options can be realistic.  However on the basis of the intermediate (Option 3) position, it appears that there is potential for around 42% of total distribution warehousing requirements in the Region 2003-21 to be made on rail linked RLS.

On this basis it is clear that the effective level of “demand” in a particular sub-region such as the Black Country will be heavily influenced by the extent to which that sub-region accommodates, or does not accommodate, a share of regional RLS provision, an aspect discussed further in Part 8.   However taking simply the base requirement of Table 4.6, i.e. for around 3.3 million m²/ 830 hectares of new distribution warehouse floorspace in the Region up to 2021 it is possible to identify some tentative implications for potential demand in the Black Country.   It has already been noted (Table 3.4) that in 2003 the Black Country accounted for 24.7% of all distribution warehousing in the West Midlands but that it had accounted for only 15.4% of the additional floorspace provided 2000-2003.   If it is assumed therefore that a realistic share of the regional requirement, 2003-21, that can be ascribed to the Black Country is around 20%, then this implies a need in the sub-region for around 666,000 m² of floorspace/ 165 hectares of land.   If this is rolled forward at a constant rate to 2031 the total requirement over this longer period would be for around 1.034 million m²/ 257 hectares.  This is of course remarkably close to the figure of approximately 1.0 million m² derived on an entirely separate basis in the GVAG employment land capacity work.

4.5
Conclusions

Given that the work on densities incorporated in Grimley’s employment land capacity study (‘BCCS’) is to be regarded as the more sophisticated, based as it is on an analysis of specific development typologies, and that it tends to be supported by the work undertaken at regional level, it is reasonable to accept it as the most appropriate available approach.  Nevertheless major areas of uncertainty remain, particularly in respect of current employment densities and the treatment of existing retained floorspace.  The extreme sensitivity of the outcome to employment density assumptions has been demonstrated and this needs to be borne in mind, in particular when drawing conclusions on apparent ‘deficiencies’ and ‘surpluses’ of land, based on a fine comparison of ‘need’ and ‘capacity’.  

Furthermore only a limited number of RLS will be built and these will certainly not be proportionate to the “home grown” demand in each sub-region.  The overall amount of land required for logistics in the Black Country will therefore also be affected by the extent to which the sub-region contributes, or does not contribute, to this “regional” requirement. 

Finally, whatever the precise amount of development required, it is clear that accommodating the level of logistics activity implied by the Black Country Vision poses major challenges, not least in absorbing this form of development in a manner that is consistent with the step change in environmental quality which is also sought.   The economic strategy pointed to the possibility that the objectives could be reconciled by concentrating logistics development within defined “logistics zones”.  However, it produced the headline conclusion, based upon the calculation in BCES Annex 2, P27/28, that at an assumed 40 hectares each 52 such zones would be required if total projected need were to materialize.  Although the potential need may now be rather less than then anticipated, the point nevertheless remains valid.
5. Locational Parameters

5.1 Background

This section of the report begins the consideration of the criteria that need to be taken into account in deciding where and how the land required for the future development of the logistics sector in the Black Country should be provided.  

In identifying the factors which give the Black Country a potential “competitive advantage” in accommodating logistics, BCES’s sectoral appraisal (in GHK’s Technical Annex 4) named the following as the most important factors:

1. Motorway access.

2. “Favourable demographics” i.e. presumably the quantum and skills of the labour force 

3. The availability of land.

4.  The impact of the Working Time Directive - which arguably makes the West Midlands the optimum location nationally from which to serve the largest possible population in terms of drive time.

This section of the report seeks to confirm the most relevant parameters before moving on in subsequent sections to review the significance of each, in a Black Country context.

5.2 Operator Perspectives

The general location for a new logistics facility will normally be established on the basis of an operator’s overall distribution strategy (e.g. deployment of NDCs and RDCs) and the strength of various linkages.   However once this basic requirement is established specific locating factors come into play.  A number of surveys highlight their relative importance from the operator’s perspective.

RLS1 quotes work undertaken by King Sturge/ Cranfield School of Management and covering a sample of  warehouses opened nationally between 1995 and 2001 (Table 5.1 below).  Interestingly, while the priority afforded to motorway accessibility emerges along with the importance of access to labour, a number of contingent factors also emerge, most significantly ‘availability’.  I.e. operators apparently have a good deal of flexibility to locate where they can find the right building at the right time (and cost), although this is presumably within the context of having already identified a broad regional or sub regional location where they wish to operate.

Table 5.1 Distribution  Warehousing - ‘Top Six’ Locational Criteria

	Rank
	Criterion
	% Citing

	1
	Motorway proximity
	78%

	2
	Availability within required time frame
	49%

	3
	Access to labour
	29%

	4
	Low property costs
	24%

	5
	Availability of grants
	13%

	6
	Access to intermodal facilities
	13%

	Source: King Sturge, RLS1, P41


King Sturge’s own West Midlands regional survey provides a finer grained analysis of relevant factors (Table 5.2)  Again road access emerges as most important along with flexibility for 24/7 working.  Next in importance is the availability of labour along with good public transport links - presumably to enable workers to access the site.

Table 5.2   West Midland Region, Locational Priorities

	Criterion
	Number of respondents citing as:

	
	Key requ’m’t
	Desirable
	Not impt.

	Access to trunk road or motorway
	48
	20
	0

	No restriction on vehicle movements
	48
	15
	2

	No restriction on working hours
	40
	14
	8

	Good public transport links
	31
	30
	5

	Access to large labour pool
	25
	34
	6

	Low property costs
	23
	30
	3

	Grant assistance
	19
	37
	7

	Quick availability of site
	17
	30
	15

	Quick availability of building
	14
	30
	18

	Access to airport
	14
	28
	23

	Proximity to customers
	8
	16
	36

	Access to intermodal terminal
	3
	7
	51

	Other
	4
	0
	0

	Source:  King Sturge, RLS1, Table 9


5.3
Black Country Implications

The surveys discussed above are national or regional in their perspective.  There is relatively little information other than anecdotal on what may be motivating Black Country operators in their locational choices.  However there is little to suggest that the key factors are other than those identified in the national and regional context.  

These factors are discussed in the sections that follow in terms of, firstly accessibility and anticipated changes therein, including the impact of the Working Time Directive (Part 6), and then labour market characteristics (Part 7).  Part 8 moves on to consider the forms that development is expected to take and their locational characteristics, including the potential for a Regional Logistics Site (or Sites).  Part 9 reviews the planning context within which decisions will be made, including the Consortium’s own Vision for the future of the Black Country.   Finally general issues of location and land availability are considered in the context of the Spatial (land-use) Options that have been generated for evaluation.

6. Accessibility and Transport

6.1 Road Access

(i)  Proximity
Given the nature of logistics as an activity it is hardly surprising that road, and more particularly motorway, accessibility ranks so highly as a locational factor.  Phrases such as “near to” a motorway junction are of necessity imprecise but there seems to be something of a consensus that this means up to 5 or at the most 10 minutes drive time.  Much clearly depends on the nature of the connections to the motorway, the ideal being an uncongested dual carriageway link.  However in most circumstances the practical limit of “near” would probably be no more than 3 to 5 km.   The current location of logistics activity in the Black Country and trends within the sector, as discussed in Part 3, appear to bear this out.   The particular concentrations of logistics activity in proximity to M6 Junctions 9 and 10, and M5 Junctions 1 and 2, and to the Black Country Route and Spine Road links,  have already been noted as has the high proportion of logistics jobs in Sandwell and their relative under representation in “less accessible” Dudley.  That said however reference is made to the “success” of Pensnett Trading Estate in the far west of the Black Country as a manufacturing and logistics location.  It is difficult to envisage an HGV covering the 11 km between here and M5 Junction 2 in under 15-20 minutes, the Dudley Southern Bypass notwithstanding.

What is an “acceptable” travel time from the motorway depends to some extent on the type of logistics activity involved, its catchment area and functional linkages.  While for major NDCs and RDCs, motorway access is almost certainly paramount, there are some logistics operators for whom proximity to customers may be of greater relevance – and is even in some cases a contractual obligation.   However it should be borne in mind that there are ‘push’ as well as ‘pull’ factors in locating logistics plants close to motorway access points i.e. the impact of the heavy vehicle flows that they generate upon the local road system is thereby minimised.

(ii) Network Stress
There is of course little benefit in having good access to a motorway if that motorway, or the immediate links to it, are habitually “snarled up”.  The Regional Freight Strategy (RFS) contains an extensive analysis of network stress (defined as average link speeds of less than 40 km/h) and its impact, existing and potential, on freight movements in the West Midlands.   With regard to the urban (non motorway) network it is pointed out that for HGVs the West Midlands conurbation accounts for 75% of all the stressed urban links in the Region, and that “by far the largest proportion are concentrated in the Black Country” with the A461 (Walsall- Wednesbury- Dudley- Brierley Hill) and A4123 (Wolverhampton- Birmingham “New Road”) particularly badly affected.  On the motorway network itself stress is again concentrated in and around the conurbation, with the northern section of the M6 (Junction 9 to Junction12) and the M5 where it converges with M6 (Junction 8 Ray Hall Interchange) named as amongst the most severely affected locations (nationally as well as regionally).

RFS also provides an analysis of network stress for LGVs (light goods vehicles) a significant proportion of which can be assumed to be engaged in logistics related activities. Again the conurbation generally and the Black Country in particular are identified as locations where stress is concentrated.  Within the Black Country “central Wolverhampton” and “southern Dudley” are identified as particularly affected.  Interestingly the motorways network is said to be “largely stress free for LGVs with the single exception of the M6 between Junctions 8 and 10”, a more restricted area than that within which HGVs are apparently affected (RFS 3.1.1 – 3.1.3)

(iii) Development of the Highway Network

Future development of the highway network will have some bearing on which areas are most attractive for logistics uses.  As far as the motorway network is concerned the most likely developments are measures to increase the capacity of M6 north of the conurbation (possible widening between Junctions 11a and 19) and construction of the M54/M6/M6 Toll link).  However the M6 through Junctions 8 to 10 seems likely to remain an intractable problem.  The M6 Toll has provided less relief than predicted and as RFS points out, even if measures are taken to make it more attractive to HGVs it will not relieve the M6/M5 corridor.  

In this context RFS moves towards cautious advocacy for a “relief route to the west of the West Midlands conurbation” – subject to the results of the Black Country Study (RFS,P45

6.2
The Working Time Directive

A new factor has emerged of late that is affecting operators’ perspectives on appropriate locations.  Reference has been made earlier to the potential impact of the EU Working Time Directive on the potential for a switch from road to rail.  However as a key factor affecting the economics of transport it is predicted to have other effects in relation to the organization of logistics activities.  The relevant directive (technically the Road Transport Directive of the Working Time Directive - or the ”RTD”) came into force on 4 April 2005.  It limits driver hours to a 48-hour average week (over a 17-26 week reference period), a 60-hour maximum working week and places a 10-hour limit on night work.
NAI Fuller Peiser are undertaking a regular monitoring of the effects of the directive and their second report (the first since the directive actually came into force) Working Time Impact Study was published in July.  The exercise will be repeated quarterly.  Firms now have had several months experience of the working of the directive and the survey results therefore provide some useful pointers as to likely trends.  Key results of the survey are summarized in Table 6.1, comparing firms’ expectations of likely impacts at the time of the previous survey in March 2005 with those in June.

Table 6.1 Working Time Impact Study – Key Findings

	Impact


	% of respondents

	
	Great Britain
	Midlands

	
	Forecast
	Actual
	Forecast
	Actual

	RTD affecting frequency of deliveries
	20
	25
	24
	30

	RTD affecting inc. in distribution facilities
	35
	42
	31
	52

	Aware of cos. reassessing property
	-
	3
	-
	11

	RTD causing inc. in parking facilities
	30
	34
	24
	34

	RTD causing inc. in yardspace required
	36
	40
	31
	52

	RTD reducing freq. of daily deliveries
	33
	32
	33
	36

	RTD creating dist. cent. hotspots in region
	-
	11
	-
	13

	RTD to lead w’h’ses closer to urban areas
	33
	32
	33
	36

	Source: Fuller Peiser Working Time Impact Study, July 2005


The survey does not appear explicitly to have identified any enhanced locational advantage for the Midlands arising from the implementation of the RTD as suggested by GHK (for example through significantly more firms in other regions expecting to relocate as compared with Midland firms).  However it has clearly demonstrated that the directive is likely to affect location.  Indeed its key finding is that, on the basis of experience so far, the proportion of firms that expect to review their property requirements, or are already reviewing them, in the light of the directive, is increasing.  Nationally, some 20% more companies than originally forecast say they are “likely” to relocate as a result of the directive’s effects and the predominant expectation is that distribution centres will move closer to urban areas.  This view was apparently particularly prevalent in the Midlands where the number of companies that believe the Midlands needs more distribution facilities closer to urban areas showed a very sharp rise from 31% in March to no less than 52% in July, i.e. 40% more Midlands companies than originally forecast now feel that the RTD is forcing distribution centres in this direction and 10% of companies had actually themselves started to review property requirements.

There is evidence that retailers in particular are experiencing more difficulty in maintaining stock levels.  However the widespread perception that the RTD could generate a demand for “more but smaller” distribution centres within an operator’s supply chain receives less support than might be expected.   A smaller, although still significant, number of companies now anticipate this outcome, as compared with before the Directive came into effect.

 Another relevant finding was that firms are expecting to have to find more lorry parking space within their sites - which could increase required plot ratios - and also that more off site parking will be required, which ties in with the Regional Freight Strategy’s advocacy of the need for more lorry parks, an aspect of land needs arising from logistics which does not seem to have so far been taken into account in the predictions for the Black Country.

6.3
Rail Transit and Modal Shift


i)   Potential Shift to Rail 
A key issue in relation to future provision for logistics is the extent to which a shift towards rail for the conveyance of freight may be anticipated and whether the deployment of facilities for logistics can actively contribute to such a shift.  This is an issue that has been widely addressed through RLS1 and RLS2 and through the Regional Freight Strategy.

The first point to make is that under current predictions the extent of any feasible shift in the direction of rail will (in the short to medium term at least) be marginal in the context of the total flows of freight traffic.  Unfortunately there is no available data on modal shares specifically within the Black Country.  However RFS provides data from which an assessment of the potential modal shift within the whole West Midlands Region (of which the Black Country comprises 20%) can be made.  This is summarised in Table 6.2.

On this basis ‘non-bulk’ rail freight – the type of commodities most likely to be processed through distribution warehouses – arriving in or being despatched from the Region, is forecast to grow from 2.2 to 9.5 million tonnes per annum.   In or out transport of ‘bulk’ and ‘traditional’ rail freight (mainly commodities such as coal, steel, aggregates and oil) would experience a more modest proportionate increase, from 7.6 to 11.3 million tonnes per annum.  Significant as such increases are, road transport will remain far and away the dominant mode of freight transportation.  When goods moved solely within the Region are included, the total rail freight share increases from 4.8% of the total tonnage moved in 2003 to 8.3% in 2021.  These data of course exclude goods passing through the Region but it is unlikely that these would significantly alter the relative shares.  The forecasts are generally consistent with those contained in the final (September 2005) draft of RLS2 which, for example, anticipates an increase from 2% to 8-10% in rail’s share of total traffic movements to distribution centres in the West Midlands by 2021 (RLS2, Table 4, and Appendix 5).
The rail freight forecasts in Table 6.2 assume infrastructure improvements including improved line speeds, loading gauge enhancements and longer train lengths, and that 365,000 m² of distribution warehousing is developed on rail linked sites in the Region. They also assume that the Company Neutral Revenue Grant Scheme (CNRS) for rail freight is implemented in full and that road haulage costs rise as a result of the Working Time Directive (expected to increase driver costs, over time, by 50%) and distance based taxation increasing cost for non UK hauliers.   They therefore probably represent an optimistic view of the extent to which such a shift may take place.  However, if it were to take place, the transfer to rail would be equivalent to almost one third of the growth in freight movement which is predicted to take place up to 2021, a far from insignificant contribution.

It is notable that the modal shift predicted in Table 6.2 is dependent in part upon a substantial development of distribution warehousing on rail related sites.  However it is worth noting that the assumed 365,000 m² is only equivalent to one site the size of DIRFT, Daventry .

The RFS takes the view that the West Midlands “should promote modal shift from road to rail where appropriate, for flows of goods to, from and via the West Midlands region”.   This could be achieved by promoting an open competitive market for the provision of rail freight services; appropriate upgrading of the rail infrastructure (some of which would contribute to the movement of goods through, as well as to and from, the region) and, most relevant in the present context, the provision of additional rail freight terminal capacity and distribution warehousing on rail linked sites in the region. (RFS, P60).   RFS itself, along with RLS2 (drawing particularly on Strategic Rail Authority policy) examines in some depth how the latter might be achieved.  This is discussed in Section 6.4.

Table 6.2  Freight Tonnage by Mode, West Midlands Region, 2003-2021

	Category/ Mode
	Million tonnes per annum

	
	2003
	2021
	Change 2003-21

	
	
	
	Amount
	Percentage

	Origin West Midlands
	
	
	
	

	Road Freight
	62.3
	82.4
	+20.1
	+32

	Rail Freight – Non Bulk
	0.9
	4.0
	+3.1 
	)    +150

	Rail Freight – Bulk/ Conventional
	1.3
	1.5
	+0.2 
	)

	Total Both Modes
	64.5
	87.9
	+23.4
	+36

	Destination West Midlands
	
	
	
	

	Road Freight
	54.8
	76.5
	+21.7
	+40

	Rail Freight – Non Bulk
	1.3
	5.5
	+4.2
	)    +101

	Rail Freight – Bulk/ Conventional
	6.3
	9.8
	+3.5
	)

	Total Both Modes
	62.4
	91.8
	+29.4 
	+47

	Intra West Midlands
	
	
	
	

	Road Freight
	101.7
	86.3
	-15.4
	-15

	Rail Freight – Non Bulk
	nil
	nil
	-
	)       +8

	Rail Freight – Bulk/ Conventional
	1.2
	1.3
	+0.1
	)       

	Total Both Modes
	102.9
	87.6
	-15.3
	-15

	Total, All Movements
	
	
	
	

	Road Freight
	218.8
	245.2
	+26.4
	 +12

	Rail Freight – Non Bulk
	2.2
	9.5
	+7.3
	)      +101

	Rail Freight – Bulk/ Conventional
	8.8
	12.6
	+3.8 
	)

	Total Both Modes
	229.8
	267.3
	+37.5
	+16

	Source: RFS, Tables 1 and 12


ii)  Rail Network Development
In terms of rail infrastructure there are no firm proposals which will significantly enhance rail freight accessibility specifically in the Black Country, although the RFS advocates reopening of the Stourbridge to Walsall line as a freight only route (which must be assumed to be compatible with the committed development of Midland Metro along part of the alignment).   This is argued primarily on ‘trans West Midlands’ grounds, i.e. along with a suggested upgrading of the Sutton Park line it would provide a route for the growing south west to north east flows bypassing both the Lickey incline and the potentially congested St. Andrew’s Junction – Washwood Heath section in Birmingham.  However RLS2 concludes that it could in the process open up the southern Black Country as a potential Regional Logistics Site location

6.4 Regional Logistics Sites

i)  The Concept 

The authors of RLS2 regard rail access as crucial to the concept of Regional Logistics Sites.  Indeed they regard such sites as being coterminous with what the Strategic Rail Authority refers to as Strategic Rail Freight Interchanges (SRFIs), i.e. 

“large distribution parks comprising inter-modal facilities serving distribution centres located within the park and others in the wider region”. (RLS2, P11).  

The requirement for SRFIs, according to the SRA, is for large sites (>40has. with capacity for expansion) with high quality links with the rail network and with generous rail facilities within the site.  In particular the SRA has concluded that:
“New capacity equivalent to two new strategic RFIs is needed in the West Midlands.  In particular capacity is lacking in the north and west of the region”.

A number of factors are militating in favour of a shift towards rail freight for major logistics flows.  However, in the SRA’s view this can only be achieved with a substantial increase in the amount of distribution warehousing located on rail served sites and an increase in intermodal handling capacity.  The SRA’s strategy therefore seeks to encourage the location and re-location of distribution activity to newly created rail connected sites, which should:  

a) be of sufficient size to accommodate an appropriate rail layout, transfer operation and added value activities, i.e. warehousing.  (Plots should be able to accommodate units of up to 100,000m².)

b) have appropriate rail access (in terms of capacity and loading gauge) and terminal capacity including reception sidings

c) have adequate road access

d) be situated away from incompatible neighboring land uses e.g. housing (i.e. to enable 24/7 working)
e) have a sufficient local market to justify the development

f) be capable of development at a reasonable cost.

Rail becomes progressively more competitive with road when the need for transfer to road is eliminated at one end or other of the journey, as it is at a port or at an inland distribution park where containers can be transferred to a warehouse by means of an internal, off-highway, shunt.   Where the need for road transport is eliminated at both ends of the journey rail becomes competitive at any distance providing volumes are sufficient to generate a whole trainloads. (RLS2, P25-29 and Appendix 1) 

The concept is therefore of a site with a substantial volume of distribution warehousing which incorporates an intermodal rail freight terminal from where goods can both be (a) transferred direct to/from on-site warehousing and (b) distributed to/  collected from a wider regional hinterland by road.

ii) Regional Competitiveness
RLS2 demonstrates that a 50 hectare site accommodating 200,000m² of distribution centre floorspace could generate 8 inbound train movements per day.   It concludes that in order for the Region to remain competitive it will need to provide sites of this size and that its interests will be best served by a handful of large sites rather than a larger number of smaller ones.  It therefore argues that on grounds of regional competitiveness the West Midlands as a matter of urgency needs to identify some additional sites.  In particular attention is drawn to potential coming forward in the East Midlands (in a context where many organizations seek to serve both regions through a single RDC):

· Sites linked to the East Coast Main Line (which has an “acceptable” W9 loading gauge)/ A1 corridor.  Although unlike the ‘golden triangle on the boundary of East and West Midlands this has not traditionally been a favoured location for distribution centres it could become so.  Proposals are now being brought forward (ProLogis/ BAA Linton) for what could be the largest strategic rail freight interchange in the UK, on the former Alconbury Airfield near Huntingdon where there is a 450 hectare site capable of accommodating over 650,000 m² of rail linked warehousing adjacent to the ECML and the A1/A14 interchange. 

· A smaller development at Corby where there are proposals (Astral, Stanion Park) for 40,000 m² of rail linked warehousing and intermodal handling facilities adjacent to the Eurohub development, also in the A14 corridor to the West Midlands.

· At Castle Donnington where the proposed East Midlands Distribution Centre (Wilson Bowden) includes over 800,000 m² of rail linked warehousing adjacent to the M1/A42/A50 interchange (Junction 24) and/ or at the nearby Toton Yard, Long Eaton where the local authorities are considering similar proposals
· In the former coalfield area of north Nottinghamshire (Mansfield/Ashfield and Markham) where warehousing developments are being encouraged as part of a regeneration effort and public agencies are bringing sites forward at lower cost than in the West Midlands. (RLS2 and Modern Railways No. 685)

iii)  Existing Major Sites
In order to appreciate the nature of what is being proposed, Table 6.3 provides a profile of the six existing developments in the West Midlands (including Magna Park and DIRFT which are both within the East Midlands but immediately adjoin the regional boundary) which appear to fulfill most of the criteria of a Regional Logistics Site, as discussed in Part 8.  

Of the sites identified, only DIRFT and Hams Hall can be said to meet fully the criteria, with Birch Coppice, according to RLS2 fulfilling a “quasi-RLS” role.  Nevertheless in DIRFT and Hams Hall the Region has probably the most commercially successful intermodal terminals developed nationally to date.
Magna Park is included in Table 6.3 by virtue of its scale (200+ hectares) and the extent to which it illustrates the type of users who tend to be attracted to “logistics parks”, although as the oldest of the developments it is not rail connected.  It was specifically established as a distribution park and is understood to be confined to Class B8 uses.  The other sites have wider Class B permissions.   However with the exception of Hams Hall all have been developed almost exclusively with distribution uses.  Hams Hall has achieved greater diversity, by virtue most notably of the BMW engine plant .
Hams Hall and DIRFT provide models for the kind of intermodal terminal facilities that are being advocated for any future regional sites.  Both are understood to have been successful in this regard, now receiving at least five trainloads each daily, and rail facilities at Hams Hall have recently been enlarged.   Unfortunately no data seems to be available on the extent of transfer to on-site distribution centres as compared with transfer elsewhere by HGV.   

Both Birch Coppice and ProLogis Park, Coventry are rail connected although it is understood that ProLogis Park is not currently receiving any rail services.  Birch Coppice incorporates an intermodal terminal and it is understood that the principal occupier – TNT’s national distribution centre for VW/Audi - is developing an operation that is 85% rail based for inward movements. 

There are a few other developments of over 50 hectares with substantial concentrations of logistics activity but none is rail connected and capable of being regarded as fulfilling an RLS function.  These developments include, most notably, Fradley Park near Lichfield (110 hectares) and Prime Point, Stafford (52 hectares).  Conversely there are two intermodal railfreight terminals - at Landor Street, Birmingham and Longport, Stoke on Trent – which do not form the basis of an RLS with extensive on-site distribution warehousing.   The Landor Street site is tightly constrained close to the centre of Birmingham and this factor, along with the access from one of the West Midlands most congested rail routes (St Andrew’s Junction/ Washwood Heath) may in the longer term encourage the operator (currently Freightliner) to seek relocation to an edge of town site where warehousing could be provided.   Freightliner has already associated itself with a similar transfer from its Trafford Park, Manchester site.  (RLS2, P61)

In locating any new RLS, the concept of “appropriate rail access” as defined  by the SRA comes into play.  This involves having direct access to a route which already provides a generous loading gauge, or one which the SRA is committed to delivering – i.e. at least W9, but ideally W10/W12 which is required for the very largest (2.9m high X 2.6m wide) cube containers which the shipping lines are now introducing, on flat deck wagons.    In the West Midlands as a whole this means essentially the West Coast Main Line (WCML) and its various loops and link routes including Rugby-Coventry-Birmingham-Wolverhampton-Stafford and Birmingham-Nuneaton together with the (committed to be improved) ‘Cherwell Valley’ route from Southampton via Didcot to Birmingham and Coventry/Nuneaton) . The implications for the Black Country are discussed in Part 8. 

Table 6.3    Major Distribution Parks in and Adjoining the West Midlands

	Name
	Characteristics

	Magna Park
	

	Location
	3km west of Lutterworth and 10 km north of Rugby.  Approximately 4 km by dual carriageway from M1 Junction 20 and within “Golden Triangle” of M1/M6/M69.   Within East Midlands but immediately adjoining regional boundary.

	Rail Access
	None

	Size
	202 hectares with 600K m² development completed.   Developed by Gazeley Properties.   “Europe’s largest dedicated distribution park” 

	Composition
	Entirely B8 development.   9,290 m² minimum unit size.  Tenants include ASDA, Nissan, Toyota, Honda, Argos, ECF, Sara Lee, Unipart, DHL, Britvic, LIDL, Merck, BT, Exel, P&O, Disney Store, Panasonic, Kingfield Heath, Costco, Computer 2000 and TNT. 

	Proposals
	Completion to 715K m² final capacity (on 202 hectares)

	DIRFT
	(Daventry International Rail Freight Terminal)

	Location
	7km east of Rugby (centre) and served direct from M1 Junction 18, 6km south of Junction 19 with M6/A14.    Within East Midlands but immediately adjoining regional boundary.

	Rail Access
	Served by International Railport intermodal rail freight terminal (opened 1997) accessed from Rugby-Northampton loop of WCML. (W10 gauge).  Currently has approx. 8 arrivals/ departures per day.   Currently 3 rail served warehouses - Exel (X 2) and Malcolm Group

	Size
	148 hectare first phase (developed by Severn Trent Property) contains 215K m² of B2 and B8 floorspace (mostly latter) with further 120K m² now being developed (Rosemount Developments and British Land)

	Composition
	Principal occupiers Tesco, Tibbet & Britten plc, Ingram Micro, Royal Mail, WH Malcolm Group, Eddie Stobart Ltd, Wincanton (ex P&O European) and Exel.

	Proposals
	54 hectare second phase has outline consent for 180K m² of B8 and B2 uses in units ranging from 4,645m² to 92,900m² - some rail linked.   This will bring the total development to 515K m² on 202 hectares.


	Hams Hall
	

	Location
	Occupies the former Hams Hall Power station site in the Tame Valley 3km north of Coleshill and approximately 15km east of central Birmingham.  Approximately 2km from Junction 9 of the M42 and close to interchanges with the M6 and M6 Toll.  Developer ABP.

	Rail Access
	Served by on site intermodal rail freight terminal accessed from the Birmingham/Water Orton to Nuneaton line (recently upgraded to W12 gauge from Nuneaton)

	Size
	Total site area 174 hectares of which approximately 154 hectares has so far been developed.  Similar level of rail usage to DIRFT.

	Composition
	Permission covers B2 and B8 uses.  Extensive logistics/distribution activity including Sainsbury, Power Europe for (Birds Eye Walls), Nestle Purina, TNT (for Chubb), Expeditor, Incorporatewear, Omega, Wincanton/P&O European, Leggett Logistics,  Exel (for Selfridges) and Tradeteam (for Bas/NFC).   Also substantial manufacturing content - principally the BMW engine plant – 103K m²  of  building on a 35 hectare site, currently employing 620 and with production approaching 150K units a year (capacity 400K with 1,500 jobs) - supplying BMW plants in Germany, South Africa and the USA .  Also a Marley thermalite block production unit and Powergen’s own workshop and plant test facility.  

	Proposals
	Only 13 hectares of the remaining 20 hectares is developable although there is a possible second phase, also of 20 hectares, subject to reclamation.  This would bring the total development to around 197 hectares.

	Birch Coppice
	

	Location 
	Occupies the former Birch Coppice Colliery site approximately 5km SE of the centre of Tamworth and adjoining Junction 10 of the M42 (with the A5).  Developer IM Properties.

	Rail Access
	Served by an on-site railfreight terminal accessed by a dedicated branch (former colliery line) from Kingsbury on the Birmingam/Water Orton to Tamworth and Derby line. 

	Size
	Total site area 137 hectares.  Expected to accommodate approximately 200K m² in total.

	Composition
	Permission for B1, B2 or B8 use in units ranging from 1,400m² to 68K m².  Major development so far is the 68K m² unit (on an 18 hectare plot) - TNT Logistics rail served UK distribution hub for VW Audi.

	Proposals
	Completion of 200K m² development.  Potential for site expansion but no planning permission as yet.


	ProLogis Park, 
	

	Location
	Occupies the former Coventry (Keresley) Colliery and served from the Coventry North-South Road.  Approximately 3km by high quality roads from Junction 3 of the M6.  (Developer ProLogis) 

	Rail Access
	On site rail terminal facilities accessed along the former colliery branch off the Coventry to Nuneaton line. 

	Size
	Total site area 121 hectares with permission for approximately 160K m²

	Composition
	Permission for B1, B2 or B8 use.  Now almost fully let.  Major users are in the logistics sector – Tesco, the Cooperative Group and Exel Logistics (all occupying 30K m² units), Bridgstone, Terex Benford and Mastercare (Dixons).  Remainder being developed in speculative units of 600m² to 2,200m² each for B2 or B8 plus 2,200m² of B1 offices.

	Proposals
	No known further proposals.

	Centre 38
	

	Location
	Adjoining A38 approx. 7km SW of Burton upon Trent.  ProLogis/ St Modwen development.

	Rail Access
	From Birmingham-Derby line adjoining site.

	Size
	50K m² with capacity for about 120K m².

	Composition
	Rail served Argos warehouse (59K m²) and Bombardier train maintenance depot (23K m²).

	Proposals
	Further unit of approx 34K m² to complete development.

	Source;  RLS1 and RLS2, various profiles


7.  Labour Markets

7.1
Labour Requirements

The employment characteristics of the logistics sector have already been discussed in general terms in Part 2. The purpose now is to examine in a little more depth whether particular labour market characteristics are likely (or not) to make the Black Country an attractive location for the sector and the extent to which they could point to particular locations within the Black Country.

RLS2 points out that distribution activity remains relatively labour intensive and, as noted in Part 2, despite automation of many logistics functions, most distribution warehouses still rely on manual labour for many of their activities, including:

· Using a forklift truck to move pallets of cargo from an inbound HGV/ railway wagon to pallet racks in the correct storage area of the warehouse.

· Inputting data covering inbound cargo into the warehouse’s inventory management system (often undertaken using hand held barcode reading devices)

· Picking goods from storage to the correct order and consolidating them with other goods ready for loading to outbound HGVs/ railway wagons

· Recording the outward movement of goods on the inventory management system

· Loading pallets onto outbound HGVs/ railway wagons.

In addition there are the usual administrative jobs associated with large labour intensive activities such as payroll and human resources, while drivers for the delivery HGVs based at the warehouse are also required.  If there is an associated intermodal terminal this will require gantry crane operators, yard tractor drivers, security staff, etc.  As a rule of thumb, according to RLS2, an NDC normally requires around 10 staff per 100 m² of floorspace (interestingly close to the density postulated by GHK in the  initial, and higher, calculation of land needs discussed in Part 4).   Thus a site with 200,000 m² of distribution floorspace will require up to 2,000 warehouse staff, plus any HGV drivers based there and the employees of any intermodal terminal.   To be “competitive” as defined in the terms of RLS2 a site will need to offer the following labour market conditions “within reasonable travel to work distances”:
· In or near areas of ‘employment need
· Below average wage rates
· Availability of labour with the required qualifications
· Willingness to accept fairly large travel to work distances.
(RLS2, P32-33)
What is being referred to here is the large modern distribution facility, sited ideally on an RLS.   However the requirements do seem very close to those that, for example, were sought by TK Maxx when attracted to the Stirling Tubes site in Walsall (see Part 3 above).

Indeed there are indications that operators generally are regarding ready access to a labour supply as increasingly important and that it is even in some cases becoming a key factor in decision making.  This seems to be borne out in the operators’ perceptions of locational requirements which were quoted earlier, in Part 5.
7.2 Locational Implications

As discussed in Part 2, evidence on the labour market characteristics of the distribution sector are somewhat contradictory.  However statements on the requirements of the sector seem to confirm the preponderance of jobs at a relatively low skill level and at relatively low wages.  This is borne out by suggestions that “poor pay” is a significant factor in the current difficulties of recruiting HGV drivers.  

In these circumstances it may seem somewhat ironic that logistics is an a sector of activity which is to be encouraged within a strategy a key aim of which is to increase average income levels in the Black Country.  However it is probably best seen as a sector which will in the short to medium term at least provide, in particular, additional job opportunities for the less advantaged groups within the community, and through the additional competition which it will engender within these sectors of the labour market, will in the longer term tend to increase average earnings.  This is particularly the case in a situation where the traditional employment in manufacturing, where earnings tend to be higher, is in decline.

The implications are that new logistics jobs should wherever possible be accessible to the relatively disadvantaged.   This would suggest, from the labour market standpoint, a relative dispersal of logistics uses particularly within and close to areas of concentrated deprivation.  Areas of deprivation in the Black Country are widely mapped on the basis of Census data.  A high proportion of the area falls within “the worst 20% of wards” nationally.   “Deprivation” defined in this way extends over most of Sandwell and those parts of the other three districts falling within the traditional ‘core’ of the Black Country, together with those more peripheral areas which have a high concentration of ex-municipal housing estates – for example in north Walsall and north and north east Wolverhampton.

Access from areas of deprivation is a significant issue in evaluating the spatial land use options now under consideration by the Consortium.  For example in relation to logistics the arguments put forward above could, on these criteria, favour the proposal for a 50 hectare plus ‘distribution park’ in the Soho area of Sandwell under the ‘Focus on Centres’ and ‘Dispersed Growth’ strategic options - in an area which would progressively go over to residential use under ‘Corridors’.  (See further discussion in Part 11.)

A further related aspect arising here is the question of public transport access, particularly from areas of deprivation.  RLS2 points out that a logistics site with 200,000m² of distribution centre floorspace will employ up to 2,000 for the warehousing alone, while just one individual distribution centre could have a labour force of at least 500 – with good public transport access still required.
This would suggest that sites should wherever possible be in locations which are already served by viable services running frequently between centres (i.e. locations in “public transport corridors”).   Peripheral employment sites with relatively small, single direction flows, confined to restricted hours of the day are notoriously difficult to serve.

8. Forms of Development

8.1
Regional Logistics Sites
i)  The Concept

This part of the report looks at the forms of development which future provision for logistics uses in the Black Country might take.  It begins by considering the key issue of whether this provision might include a Regional Logistics Site (or Sites).

The ‘regional logistics site’ concept has already been introduced in the context of transportation in Part 6.   Current criteria for Regional Logistics Sites are set out in Policy PA9 of RPG/RSS11, and are subject to refinement following the RLS1 and RLS2 studies.  According to current Policy PA9 such sites are intended to provide “opportunities for the concentrated development of warehousing and distribution uses” on a regionally significant scale.  They should generally:

· be in the order of 50 hectares or more;

· possess good quality access to the regional rail and highway networks and public transport links, or capable of having such links provided;

· be served or proposed to be served by multi-modal transport facilities and broadband IT infrastructure;

· have easy access to an appropriate labour supply and education and training opportunities;

· aim to minimise compromise to the local environment.

The two RLS studies were undertaken in order to refine the concept and, more particularly to identify additional sites to be included in an early review of the Policy.  RLS1 has introduced the concept of a two-stage process of site identification:

a)   Identifying broad general locations which are appropriate for hosting large scale distribution activity, i.e. a Regional Logistics Location; and then

b) Identifying individual Regional Logistics Sites within these locations which are competitive commercially – for example in labour market terms.

ii) Identification of Regional Logistics Locations 

The criteria for identifying RLS locations as proposed in RLS1, and generally accepted by RLS2 are as follows.

RLS locations should be:

1) Located to minimise drive times to suppliers and customers (i.e. 360º catchment)
2) Have good access to the national motorway network or major trunk road
3) Have good access to the rail network
4) Have access to International Gateways, particularly the ports
5) Benefit from good access to labour
6) Be capable of providing a choice of suitable sites to meet large scale requirements in terms of size, configuration and height
7) Be capable of offering suitable sites away from incompatible neighbours such as housing, so that occupiers are able to benefit from no restrictions on hours of operations and no restrictions on vehicle movements
8) Be capable of offering suitable sites over an extended period, i.e. the location should have a potential pipeline of sites that can be brought forward over the  short, medium and longer terms.
RLS2 clarifies the role of a Regional Logistics Location as being:

“a sub-regional area of the West Midlands which is appropriate for supporting at least one Regional Logistics Site” (RLS2, P36)

and proposes a refinement of the criteria as follows:  

(Regional Logistics Locations are sub-regional areas where there is …)

· A need for logistics facilities of the scale provided by a Regional Logistics Site as a result of demand from the logistics market that cannot be met in the medium to long term by existing capacity, and is well located in relation to the origins and destinations of cargo.

· Good quality access to the railway network.  ‘Good quality access’ is defined in terms of a generous loading gauge which is capable of accommodating intermodal units on standard platform wagons, the ability to handle full length trains, available capacity to run freight train services and permits full operational flexibility.

· Good quality access to the highway network.  Good quality access is defined as being served by the national motorway network or a major non-motorway route which exhibit low levels of network stress (congestion) and allows reasonable vehicle operating speeds.

· Good access to labour is defined as being a sub-region of employment need, having reasonable levels of qualification at NVQ Level 1 and 2 and opportunity to improve qualification levels, being a net exporter of lower order labour, and having a competitive wage rate for lower order occupations.  (RLS2 P41)

RLS2 applies these criteria to 15 defined sub-regions across the West Midlands, leading, as discussed later, to the identification of “North Blackcountry and South Staffordshire” as one of 8 sub-regions offering potential for the identification of a Regional Logistics Site.

iii) Identification of Regional Logistics Sites
RLS2 goes on to develop specific criteria for identifying Regional Logistics Sites.  These criteria differ in a number of respects from those advanced in RLS1, as shown in Table 8.1 which makes it clear that, in addition to the greater specificity in the Stage 2 criteria there has also been a major development in the RLS concept.

Central to the concept now is the question of rail access, implying normally the inclusion of an intermodal freight terminal.  At the same time the minimum size criterion has been raised from 10 to 50 hectares.  This is to enable provision to be made for the very large units which operators now require and also to achieve the threshold where flows of goods are sufficiently large and concentrated to make trainload operation potentially viable.  Indeed the concept of the regional logistics site now corresponds closely with that of the Strategic Rail Freight Interchange (SRFI) advocated by the Strategic Rail Authority (as discussed earlier, in Part 6), of which a further two are said to be required in the West Midlands, in particular to address “a lack of capacity in the north and west of the region”.   Whether the terminal proposed at Donnington, Telford contributes to meeting this requirement remains unclear.

The minimum size threshold of 50 hectares, while supported by RFS2’s calculation of rail traffic potentially generated, may appear relatively modest when it is borne in mind that the current four rail served distribution parks in the West Midlands or on its immediate border (Hams Hall, DIRFT, Birch Coppice and Prologis Park) are in the gross size range 120-200 hectares, with the two that sustain an intermodal terminal (Hams Hall and DIRFT) nearer the 200 hectare mark. (See Table 6.3) 

Table 8.1  Regional Logistics Site Criteria, RLS1 and RLS2
	Criterion
	RLS Stage 1
	RLS Stage 2

	Size
	A minimum of 10 hectares
	At least 50 hectares of developable land available

	Rail access
	Not specified 
	Good rail access, defined in terms of a generous loading gauge which is capable of accommodating the full range of intermodal units on standard platform wagons, the ability to handle full length trains, available capacity to run freight train services and permits full operational flexibility

	Road access
	Good access to a motorway junction or main trunk road
	Good quality access to the highway network, defined as being served by the national motorway network or major trunk roads which exhibit low levels of network stress (congestion) and allow reasonable vehicle operating speeds

	Configuration
	Appropriate to satisfy large scale requirements (of 24,000 m² or over) andcapable of providing sites that can offer very highbay warehousing, e.g. up to say 35 metres
	That allows large scale highbay warehousing, intermodal terminal facilities, appropriate railway wagon reception facilities and parking facilities for all goods vehicles both those based on the site and those visiting the site

	Need
	No reference
	Demand from the logistics market that cannot be met in the medium to long term by existing capacity

	Restrictions
	Situated away from incompatible neighbours such as housing, so that occupiers are able to benefit from no restrictions on hours of operations and no restrictions on vehicle movements
	Located away from incompatible neighbours, thereby allowing 24 hour operations and no restrictions on vehicle movements, and minimise impact on the local environment

	Labour market
	Have good access to labour with actual or potential 
	Good access to labour, defined as being a sub region of employment need,  having reasonable levels of qualification at NVQ Level 1 and 2 and opportunity to improve qualification levels, being a net exporter of lower order labour, and having a competitive wage rate for relevant lower order occupations

	Availability
	Fully serviced and with planning permission so that suitable buildings can be delivered quickly
	Not specified

	Source: RLS1, P45 and RLS2, P53/54


iv)  Black Country Position
RLS2 has identified “North Black Country and South Staffordshire” as one of eight sub-regions (out of the 15 into which the West Midlands was divided) which are recommended as potential Regional Logistics Locations – i.e. areas of search within which at least one Regional Logistics Site might be provided.

The chosen sub-regions form a belt across the northern side of the West Midlands corresponding essentially to the WCML/M6/M6Toll (plus M54) corridors.  ‘North Black Country and South Staffordshire’ covers the whole of the Wolverhampton and Walsall administrative areas along with Cannock Chase and most of South Staffordshire district (excluding that part which falls to the west of Dudley).  Dudley and Sandwell, along with the southern part of South Staffordshire are regarded as comprising a ‘South Blackcountry’ sub-region.  This area is rejected by RLS2 as a potential RLS location primarily on grounds of inadequate rail access – most of the routes concerned being congested and limited at best to a W8 loading gauge.   Road access in both Black Country sub regions is regarded as of “moderate” quality – there being generally good motorway and dual carriageway access but problems of high levels of network stress and low vehicle speeds.  Areas to the immediate south of the Black Country (Kidderminster-Bromsgrove) fall within a “Bromsgrove and Redditch sub-region” which has also been rejected primarily on the grounds of inadequate rail access.

The final draft of RLS2 goes on to rank the eight identified sub-regions within a two-level hierarchy of “Best” and “Good”, as summarized in Table 8.2 (RLS2 Part 7.3).

Table 8.2  RLS2 Ranking of Regional Logistics Locations

	“Best”
	“Good”
	Not identified

	Burton, Lichfield and Sutton Coldfield
	North Staffordshire
	North Shropshire

	North Blackcountry and South Staffordshire
	Stafford
	South Shropshire

	Tamworth and Atherstone
	Telford 
	Birmingham and Solihull

	Nuneaton, Coventry and Rugby
	South Warwickshire
	South Blackcountry

	
	
	Herefordshire and North Worcestershire

	
	
	Bromsgrove and Redditch

	
	
	South Worcestershire


Thus North Blackcountry and South Staffordshire is identified as one of the four “best” locations in the West Midlands within which to establish a Regional Logistics Site.  South Blackcountry (along with Birmingham and Solihull) has not been included as having potential.  An important caveat has however been added in respect of the rejection of the South Blackcountry, and Bromsgrove and Redditch, sub-regions.   If the Stourbridge to Walsall railway line were to be reinstated as a freight route (to modern standards and a generous loading gauge) – as recommended in the Regional Freight Strategy - then this would qualify both South Blackcountry and Bromsgrove and Redditch as having “good quality rail access” and in these circumstances both could be regarded as Regional Logistics Locations.

The ranking of sub-regions as between “best” and “good” is based primarily on the quality of rail access – a minimum loading gauge of W9 being required for inclusion within the “best” category.  This is the minimum that can accommodate the full range of intermodal units on standard platform wagons, while ideally W10/W12 is required as this can take the very largest containers now being introduced by the shipping lines.  Other factors are however also taken into account, including the relationship to market demand and to flows of goods within the Region.  RLS2’s analysis has not sought to indicate which category (“best” or “good”) South Blackcountry and Bromsgrove and Redditch would fall within if the Stourbridge –Walsall line were reinstated.  Given Bromsgrove and Redditch’s greater distance from the M6/WCML corridor of most intense demand (and commodity flows) it seems likely that this sub-region would tend to fall within the “good” rather than the “best” category but where South Blackcountry would fall remains uncertain.  In its policy recommendations to the regional planning body however RLS2 stresses that, in order to satisfy individual operator locational requirements “it will be more important to consider the geographical spread of supply across the region, rather than whether (a particular site) lies within the ‘Best’ or ‘Good’ category of sub-region.

RLS2 goes on to highlight where, within each identified sub-region, any proposal for a Regional Logistics Site might be located - in accordance with the defined criteria.  In the case of North Blackcountry and South Staffordshire its conclusions are that any such site would be within:

“the area to the north of Wolverhampton covering the Wolverhampton to Stafford railway line corridor between Wolverhampton and Penkridge (W10 loading gauge), an area served by the M6, M54 and M6 Toll.”


It is important to note however that Penkridge falls on the northern boundary of the sub-region.  Areas north of here are within the Stafford sub-region (an area categorized as “good” rather than “best” as an RLS location) and within this sub-region the study has indicated one of two areas of potential as being:

“the area to the south of Stafford (Stafford to Penkridge) covering the WCML railway corridor, an area serve by M6 Jct 13”

Thus in effect therefore the whole Wolverhampton to Stafford corridor has been highlighted as a potential area of search.  (RLS2, Table 15)

It should also be noted that that RLS2 makes several references to a potential rail served regional logistics site at Donnington, Telford.  The Telford sub-region is categorized as a “good” potential location notwithstanding the fact that it falls “… to the north west of the major areas of market demand” (RLS2 Table 13).  The Donnnigton site (i.e. Hortonwood) would be served from the short section of the long closed Wellington to Stafford rail route, the track bed of which was retained to give access to the military depot at Donnington and wopuld be accessed via Crewe, Shrewsbury and Wellington  This route (via Shrewsbury) is currently limited to a W8 loading gauge and therefore requires the use of what the report describes elsewhere as the “cost inefficient and operationally inflexible low deck height wagons” for certain loads.   The Wolverhampton-Wellington section is limited to W7 and is apparently ruled out as an access route for a rail freight terminal, although the Regional Freight Strategy advocates its future upgrading. 

iii)  Land Need Implications 

The potential for an RLS in the North Blackcountry Country and South Staffordshire area is discussed further in the context of ‘Other Development Typologies’ below.  However if the Black Country generally were to be identified as a location for an RLS this highlights the point raised earlier, in Part 4, as to how this would affect the assessed overall space needs of logistics in the area.  

The floorspace requirements (BCES/BCCS) discussed in Part 4 were generated through a structural analysis of the local economy.  Therefore, the question arises as to how far the land required for an RLS - which arguably would accommodate, at least in part, regional or national facilities that would not otherwise have come to the Black Country – should be regarded as additional to the assessed need or as contributing  towards meeting it.  Were such a site to be identified in Cannock for example it would not presumably be regarded as directly offset against Black Country needs, so why in principle should things be different if it were identified in or immediately adjacent to the Black Country?  On the other hand the ‘need’ as identified in BCES/BCCS presupposes that the Black Country takes advantage of its “locational advantages” for logistics activity (which would be achieved in part through the provision of an RLS), so it might plausibly be argued that this potential is already subsumed within the total assessed need as discussed in Part 4 and would therefore contribute towards meeting it.

The various options and scenarios identified by RLS2, and summarized in Table 4.6 of this report, envisage that between approximately 24% and 61% of the total space needs of distribution warehousing in the Region 2003-21 will be met on Regional Logistics Sites, with an intermediate position represented by a 42% share (i.e.1.4 million m²/ 350 hectares of a total requirement for 3.3 million m²/ 830 hectares).  Adopting this intermediate position (‘Option 3’), and taking account of capacity remaining on existing RLS and quasi-RLS in the Region (i.e. Hams Hall and Birch Coppice) RLS2 anticipates a requirement for new RLS of 309-336 hectares up to 2021, accommodating around 1.9 million m² of floorspace.  Assuming an average size of 75 hectares per site this equates to a requirement for up to five new RLS to be initiated in the Region up to 2021.  Looked at another way the study anticipates a consumption of around 23 hectares per year on RLS with an availability of around 100 hectares maintained at any one time (RLS2, Parts 6 and 8).   Finally within its calculation of labour market impact (Part 9) the study anticpates that approximately 50% of the provision on any one site will represent “local need” and 50% “regional need”.

The above provides a rather crude basis on which to consider potential implications for land requirements in the Black Country.   Given the ranking of Black Country North and South Staffordshire as one of the four ”best” prospective locations it is reasonable to assume that if a suitable site comes forward the sub-region will accommodate one of the five new (75 hectare) RLS to come forward up to 2021 and, perhaps, for a second to be initiated before 2031.  In total this would equate possibly to the development of about 100 hectares on RLS in the Black Country up to 2031.  Part of this would of course represent locally generated need and the remainder the accommodation of regional need.  The average 50:50 ratio quoted above will be modified by two factors:

· Only a limited number of sub-regions will accommodate RLS and therefore, for those that do it might be expected that more than half the RLS take up would be “regional” as opposed to local.   

· At the same time any provision in the Black Country is likely to serve more than one sub-region (e.g. because South Blackcountry does not currently fulfill RLS criteria.  This would suggest a higher than average “local” content.

On balance therefore a 50;50 split may not be too wide of the mark.

Adopting the figure of approximately 1.0 million m² of logistics floorspace required in the Black Country up to 2031derived from the BCCS work (which at the average density of 4,000 m² per hectare assumed in RLS2 equates to a need for about 250 hectares of land), the following calculation can be made for the Black Country:

A.  Total locally generated land requirement for logistics 


250 hectares

B.  Total RLS provision on Black Country RLS(s)



100 hectares

C.  Locally generated provision on RLS




  50 hectares


D.  Regionally generated provision on RLS (B minus C)                                50 hectares


E.  Total land requirement for logistics  (A plus D)                                        300 hectares


While this is clearly a very crude, order of magnitude, calculation it does perhaps serve to 


demonstrate that providing an RLS in the sub-region can have a not insignificant effect on total logistics land requirements.

8.2 Other Development Typologies

Notwithstanding the above, development of an RLS(s) will account for only a small proportion of total logistics development in the Black Country.  Some consideration needs to be given to the question of in what form the remainder of need will be met.

In order to test employment land capacity under the various spatial options, BCCS puts forward a number of “Development Typologies”.  Three of these (summarised in Table 8.2) include logistics uses.

These and other relevant typologies have been used in BCCS on a site by site basis for assessing the capacity of employment land in the Black Country as part of the testing of options (see Part 10).  The maps included in the appendices to BCCS enable the typologies that have been applied to individual sites to be identified.   

Logistics Parks

The upper limit for this form of development is 100 hectares, although 20-25 hectares is apparently more typical.   Such sites would generally be dedicated to B8 use and there is clearly overlap with the regional logistics site concept.  There is no mention of rail connection although the example given (ProLogis Park, Coventry is rail related.

Given the overlap in definition there is clearly a potential for ‘logistics parks’ to function as Regional Logistics Sites.   A number of substantial sites are identified as potential logistics parks under the spatial options.    However, none of these seem unequivocally to meet the size and rail connectivity criteria of an RLS.   The Bescot site offers the potential of a rail connection and could probably (if the constraints discussed in Part 3 were overcome) accommodate a single rail served user.  However it is clearly too small for the scale and range of users required for an RLS, and it seems unlikely that a single user could generate the necessary trainload volumes.

Table 8.2  GVAG Development Typologies for Logistics Uses

	
	Typology

	
	Logistics Park
	Logistics/ Manufacturing Park
	Smaller Manufacturing/ Logistics Location

	Size
	10-100 hectares (typically 20-25 hectares)
	10-20 hectares or above
	0.5-5.0 hectares (min. size for logistics use 1 hectare)

	Uses
	Exclusively logistics/ distribution
	Distribution 75%, Light/ general manf. 25%
	Local manufacturing industry, small scale logistics and local services

	Building Type
	Portal frame, high bay, up to 30 metres but usually 20 metres
	Portal frame clad
	Portal frame

	Dev. Density
	5,070 m² per net developable hectare
	4,150m² per net developable hectare
	4,000m² per net developable hectare

	Plot Ratio
	0.51
	0.42
	0.40

	Ancillary Uses
	None but may be: e.g. hotel and fitness centre
	None
	Trade counter, local services/ repair uses. Car showrooms on road frontages.

	Unit Sizes
	9,300m² to 40,000m²
	2,800m² to 9,300m²
	90m² to 5,000m²

	Example
	ProLogis Park, Coventry
	Wednesbury Parkway
	Iconic Park

	Source: BCCS, Appendix 4


The only possibilities at RLS scale would appear to be the Smethwick (Soho) site referred to earlier and that at Featherstone which has been identified, subject to a change in planning guidelines, as possibly contributing to the Black Country’s logistics requirements by GVAG under all three spatial options.  Both are near to motorway Junctions (M5 Junction 1 and M54 Junction 2 respectively) and are ‘close to’ rail routes with the required loading gauge although both would require the provision of linking spurs which might or might not be feasible.  Featherstone has recently been referred to in published sources as “under consideration” for a rail freight interchange (Modern Railways No. 685).  

Both Soho and Featherstone, at near the 50 hectare mark, are at the lower limit of acceptability for an RLS and neither seems to offer serious potential for expansion given that Soho is embedded within the urban area and Featherstone could only expand significantly in the direction of Featherstone village which could conflict with criteria for 24/7 working (which in any event may be compromised for the existing site by its proximity to the prison).   The Soho site furthermore is conditional upon extensive redevelopment and restructuring and could only be a very long term proposition.   

Environmental and amenity (and highway capacity) aspects will need very careful consideration in bringing forward any RLS proposal in the light of recent planning decisions refusing permission for the proposed intermodal terminal at Colnbrook, Berks (LIFE) and for the container port/ interchange at Dibden Bay, Southampton (ABP)

Logistics/Manufacturing Parks

The main distinction of this form of development from ‘logistics parks’ seems to be in the mix of uses, assumed to be 75% logistics and 25% manufacturing, although in the context of the Black Country land and property market (as discussed earlier in Part 3), it may be questionable how far the manufacturing component can be achieved and safeguarded.    Relatively few sites seem to be identified or this category of use under the different spatial options.

Smaller Manufacturing/ Logistics Locations

These smaller sites are not identified specifically on the BCCS maps and there does not appear to be any indication of what proportion of the Black Country logistics provision under the various spatial options is assumed to be made in this way.   The site specification and potential unit size suggests they would mainly accommodate the smaller and more locally based operators.   A reasonably wide dispersal of such opportunities across the Black Country would appear desirable.   

9. Planning Constraints

9.1 National Planning Policy

The form and location of future logistics development in the Black Country is subject to planning policies established at national, regional and local levels.  The relevant national policy guidance PPG4 -Industrial and Commercial Development and Small Firms (1992) - is acknowledged by ODPM as “hopelessly out of date”, planning for employment uses having been accorded ”lower status” than planning for housing or retail development in reviews of national guidance.  Research is in hand leading to the production of revised guidance (PPS4).  This is focussing on the problems arising from the separation of regional planning guidance and regional economic strategies.  

The 1992 guidance does make reference to “modern distribution facilities” and acknowledges that extensive, well-planned out of town distribution parks can offer economies of scale and consequent benefits for consumers and businesses. Sites for such developments are best located away from urban areas and, where possible, should be capable of access by rail and water transport.

More recent national guidance on Transport (PPG13, 2001) seeks to promote sustainable transport choices and reduce the need to travel.  In respect of freight transport it acknowledges that road transport will remain the main mode of transport for freight movements, but land use planning can promote more sustainable distribution through the use of rail and water.  It states that freight related developments should be located away from congested central areas and that local planning authorities should promote opportunities for freight generating development to be served by rail and waterways by influencing the location of development.
9.2
Regional Planning Policy
The Black Country Study is being undertaken as part of the urgent review and refinement of aspects of the revised Regional Planning Guidance for the West Midlands (PPG/RSS11) issued by the Secretary of State in June 2004.  The guidance in the form in which it was issued is however relevant in the following regards: for the overall strategy which it adopts and for its specific policies in respect of the economy and  transport.
RSS11’s Strategy involves a fundamental change of direction from the previous guidance issued in 1995.   Development and investment is to be firmly concentrated in the Major Urban Areas (MUAs), i.e. Birmingham/ Solihull, Coventry, the Black Country and Stoke on Trent.  Development in the close-in ‘central crescent’ of towns traditionally related to the MUAs is to be discouraged; significant growth outside the MUAs being concentrated on more outlying towns mainly in the west of the Region (viz. Shrewsbury, Telford, Worcester and Hereford) but also including Rugby in the east – and then only taking place in the longer term once regeneration of the MUAs is assured.   The Consortium’s Vision for the future of the Black Country (see below) is set firmly within this strategy of regeneration of the MUAs.

Policies for the economy (Prosperity for All) includes a specific policy bearing upon the subject of logistics, i.e. Policy PA9 Regional Logistics Sites (the early review of which has given rise to the two ‘RLS’ studies used widely in preparing the current report).  This policy PA9 recognizes warehousing and distribution as “an important and fast growing 

sector within the Regional economy accounting for (under a slightly different definition from that adopted earlier in this report) 9% of all jobs”.  Provision at the regional level is to be made through a number of Regional Logistics Sites (RLS) for which identification criteria are set out.   North Staffordshire and Telford are named as two likely locations and it was part of the brief of the recent RLS studies that a number of others should be identified - following the deletion of other location specific proposals (in addition to North Staffordshire and Telford) from the earlier draft guidance.  

In addition to PA9, a number of other Prosperity for All policies are relevant to the current exercise, in particular:

· Policy PA2 defines Urban Regeneration Zones within the Region.  Two of these cover the Black Country and some adjoining areas: ‘North Black Country and South Staffordshire’ (Future Foundations) and ‘South Black Country and West Birmingham’ (Arc of Opportunity).   The Regeneration Zones are identified as “the primary focus for meeting much of the Region’s new development needs and … supporting infrastructure”.   Whilst there is no specific reference to logistics/ warehousing, a key emphasis is the creation of high quality employment sites.  Where these cannot be provided within the Regeneration Zones they should be accessible to them by public transport.
· Policy PA3 identifies three High Technology Corridors (HTCs) including “Wolverhampton to Telford”, although it is made explicit that the term “corridor” is intended to reflect “functional linkages” rather than any physical ribbon.  The objectives of HTCs are identified as primarily “the development of high technology clusters of activity”; ‘clusters’ being defined by “the common technology or end product of a group of companies linked through customer and supply chains and associated training, finance and research”.  The policy also states that HTCs should provide a focus for transportation improvements “particularly where these can help accessibility, within, to and from regeneration zones”.  The particular case of the M54 – M6 Toll motorway link is cited and it is pointed out that this would benefit both the Wolverhampton to Telford HTC and the North Black Country/ South Staffordshire Regeneration Zone.   
· Policy PA7 defines Regional Investment Sites (RIS), which are intended “to support the diversification and modernization of the Region’s economy and … the development of its cluster priorities”.  Premium Employment Sites (PES) from the previous regional planning guidance (which included three on the northern periphery of Wolverhampton - Wolverhampton Business Park, Hilton Cross and the eastern half of Wobaston Road/ i54) are redefined as RIS.    The South Black Country/ West Birmingham Regeneration Zone is named as one of the areas where new RIS are required.  In the case of RIS serving the Black Country it is accepted that “high quality uses falling within Class B2 uses will be permissible” but it is stated explicitly that “warehousing-only developments will not be permitted”.
· Policy PA8 recognises three Major Investment Sites (MIS) which are intended to accommodate “very large-scale investments by single users with an international choice of locations in order to diversify and restructure the Regional economy”.  The three sites across the West Midlands include the western half of the Wobaston Road/ i54 site.  As in the case of RIS it is stated that “warehousing only development will not be permitted”. 

Policies on Transport are also relevant, in particular:

· Policy T2 identifies five ways by which travel demand can be reduced.   One of these is to encourage developments which generate significant freight and commercial movements to locate close to suitable intermodal freight terminals, railfreight facilities or roads designed and managed as traffic distributors.

· Policy T10 provides further guidance on freight transport.  It identifies a number of ways to improve the efficiency of freight movement and to support the development of Regional Logistics Sites.  As well as improving the utilization of the existing highway network these include encouraging the use of rail and inland waterways for freight, safeguarding existing and disused railway lines that could be used in future for the movement of freight and encouraging the development of new rail freight terminals and improving access to existing terminals.  In the context of disused railway lines Policy T9 (ref. the management and development of networks) refers specifically to the reopening of the Stourbridge to Walsall line as a contribution to improved freight capacity.

9.3
Local Planning Policies
RLS1 (P17) refers to “a lack of consistency” amongst local authorities in the West Midlands Region, in terms of a policy approach to distribution and the application of policy in determining planning applications.  Clearly the different policies of individual authorities as reflected in their current development plans is a constraint on how provision is made for logistics.  However, given the time frame of the Black Country Study (to 2031) and the understanding between the Black Country authorities that existing land allocations can largely be disregarded when testing long-term options in the land capacity studies, it is probably reasonable to disregard this factor.   Nevertheless, the outcome of the Black Country Study itself will inform the local development frameworks of the individual districts and it is therefore appropriate to review briefly the main components of the Black Country Vision and the place of logistics within it. 

The Black Country Vision

The origin of the Consortium’s vision for the future of the sub-region derives from the analysis undertaken in the “Long-Term Economic and Employment Strategy for the Black Country” (BCES) which concluded that the Black Country sub-region is seriously underperforming in economic terms.  It has an over-representation of declining sectors, while at the same time those sectors that are represented tend to be performing worse locally than they are at national or regional level.  In a period of economic growth over the past seven years it might have been expected that Black Country employment would have grown by 42,000.  However growth was only 7,000 and, in the absence of a clear and co-ordinated strategy to reverse decline, the Black Country will over the next 25 years become an increasingly impoverished sector of the West Midlands.   
The key conclusion was that in responding to this situation the concept of a ‘local economy’ that can be influenced through sector-based intervention is largely redundant (given that the fundamental decisions are now taken at a national/multi-national level) and that in any event resources are unlikely to be available to support such intervention.  It was therefore recommended that the emphasis of the strategy should be on value added, in whatever sector, emphasising innovation, knowledge transfer and workforce development.  It was within this context that the strategy emphasised, inter alia, the potential role of “logistics”

Following consideration of the economic study the Consortium adopted five clear strategic objectives, summarised in Table 9.1.  

Table 9.1  Strategic Objectives for the Black Country

	Objective
	Principal Proposal

	1. Stem and reverse population loss. The Black Country is currently losing 4,000 people per year as a result of net migration and these are drawn disproportionately from the higher socio-economic groups.  Without action, 84,000 more people (8%) will be lost by 2031.
	The preferred strategy would aim to accommodate an increase of 125,000 (71,000 households), building a minimum of 3,600 new houses a year.

	2. Grow personal incomes to 90% of the UK average (i.e. to approximately equal the national average excluding London)  On present trends incomes will fall from the current 81% of the UK average to 76% by 2031
	Promote a knowledge-driven economy and tackle educational under-achievement  (100,000 more people qualified to NVQ3+).

	3. Improve the socio-economic balance of the population to the national average of 22% managerial and professional households (“A/Bs”) – to support higher quality services.  Currently only 15% of households are in these groups.
	Changing the balance will involve more higher level jobs together with creating new residential environments and tackling emerging low housing demand in the Black Country Core.

	4. Get 80% of residents into jobs, to help raise household incomes.  Currently labour force participation (70% of persons of working age) is well below average.
	Achieving this objective will involve creating more new jobs than the total required for population growth and to replace those lost in manufacturing: i.e. a total of 160,000 new jobs.

	5. Create a high quality sustainable environment so that the Black Country is a place where people want to live, work and invest.
	Progressively restructure the environment in the form of an “urban park”, exploiting topographic features and the canal network and learning from best practise elsewhere – e.g. Emscher Park in the Ruhr.

	Source: Black Country Study, Vision and Strategy Documents


Taking these objectives in turn, and considering their relevance for policy in respect of logistics:

1)  To stem and reverse population loss

This objective has been adopted in the context of the RSS11’s regional strategy of “urban concentration”.  Retaining a large and growing population within the major urban areas of the region, including the Black Country will reflect their successful regeneration.  A growing population will help to attract the investment and sustain the improved level of services on which regeneration depends, as well as being sustainable in terms of supporting public transport and minimising the number and length of private vehicle trips.  Thus the Consortium’s preferred scenario envisages accommodating the level of house building proposed in RSS11 up to 2021 and accelerating beyond this rate in the following decade.

The emphasis on logistics supports this objective, through generating additional jobs in a sector where the area has potential competitive advantages, thereby helping to sustain the increased population with relatively local sources of employment.  It also poses challenges in that, in statistical terms at least, the land requirements of logistics seem likely to counterbalance the land expected to be released from manufacturing use, thereby raising issues in accommodating the required level of house building (currently being examined through the housing and employment land capacity studies and the testing of spatial options as discussed in Part 10).   

2. To grow personal incomes to 90% of the UK average

In pursuit of this objective the Consortium aims to achieve greater representation of “high value added businesses, particularly in finance and business services and logistics sectors” and to create a more highly trained workforce able to participate in a ‘knowledge economy’ - and which is more likely to attract the relevant kinds of firm to locate in the area).

As noted earlier, evidence on the level of incomes generated by logistics is limited, with some suggestion that these incomes may if anything be below those prevailing in some other sectors.  However logistics is in many respects in the forefront of technological/ IT innovation and there are some indications of a trend towards a higher proportion of skilled workers and a higher skill requirement throughout the workforce.  A balance of employment opportunities will continue to be required in the Black Country, but in support of the Consortium’s income objective it may be desirable to focus attention on those parts of the logistics ‘sector’ where the trends towards upgrading are most clearly evident. 

3.    To improve the socio-economic balance of the population 

The aim is to increase the proportion of A/B (i.e. professional/ managerial) socio- economic groups resident in the Black Country to near the regional average.  This will help to sustain a higher quality of public services such as health and education, of cultural facilities and of private services such as more varied shopping opportunities – from which the whole community will benefit and which will make it a more desirable area in which to live, work and invest.

The contribution of an increased emphasis on logistics to this objective is probably broadly neutral, although as in the related case of incomes much will depend on trends within the sector itself.  As suggested earlier there is some evidence that large scale logistics plants - e.g. HQ operations - employ proportionately more managerial/ professional staff than the corresponding aggregation of small plants, therefore on this criterion alone there could be a case for trying to bring forward large sites for extensive users.

3. Get 80% of residents into jobs

A higher proportion of the population in employment will help raise household incomes.  GHK’s analysis noted relatively low employment rates (i.e. the percentage of the population of working age that is economically active) in the Black Country (and the metropolitan area generally) when compared to the regional average.  There are of course a number of potential reasons, in addition to a local shortage of appropriate jobs, to account for relatively low labour market participation.  These could include:

· the age profile within the working age groups – e.g. proportionately more young people still in full time education
· more single parent households and/or more limited access to child care facilities

· a relatively large minority ethnic population, some parts of which may retain different cultural norms as to, e.g., women in employment or the support of older people within the family

· (or even) a disproportionately large ‘informal economy’’

However, to the extent that the data do reflect a ‘pool’ of labour within the Black Country that could be attracted into the labour market, the logistics sector seems relatively well placed to provide appropriate jobs, since the majority of jobs within the sector apparently remain at a medium/lower skill level.   It seems likely that any untapped pool of labour also falls within this category.  The logistics sector therefore seems relatively well placed to provide additional jobs.  However it appears that the biggest discrepancy from regional employment rates is amongst women and since the sector is currently mainly male employing, its contribution to this objective could be more limited.  Nevertheless the Skills for Logistics Council has recently noted the sector’s currently poor record in recruiting women - and people from minority ethnic groups – and any improvement in this regard could see it making a more positive contribution to getting more people into work.

4.   Create a high quality sustainable environment 

A ‘step change’ in the quality of the environment within the Black Country is a core component in the Consortium’s vision for the future – one on  which other components of the strategy depend.  It is perceived that it is only through such a transformation that the Black Country will become a place where more people want to live, work and invest.  There are references to the transformation of the whole Black Country into an ‘urban park’ and to the implementation in the core of the area of a co-ordinated programme comparable to that which created Emscher Park in the Ruhr in the 1990s.

The economic strategy has however identified a key dilemma in relation to logistics; i.e. the sub-region has a locational advantage in accommodating such uses, seen as a higher value added activity capable of making a significant contribution to future employment levels, while at the same time these uses require extensive areas of land and are potentially intrusive in a largely urban environment - already contributing to a ‘shed city’ image.  It has been suggested that a partial solution may be to create separate ‘logistics zones’, although in whatever way such zones are located, a major design challenge is likely to remain.  

10.   Spatial Choices and Capacity Testing

 10.1
 Background
The Consortium in consultation with GVA Grimley (employment land) and Halcrow (housing land) has generated three spatial options (‘Focus on Centres’, ‘Corridors’ and ‘Dispersed Growth’) in order to test the implications of different approaches to the restructuring of land use in the Black Country over the next quarter century.  

The focus of both consultants’ attention has been on testing capacity to achieve the Vision scenario under differing approaches to land use.  In the case of Grimley’s Employment Land Capacity Study (BCCS) all options tested assume that ‘good quality employment land’ as defined by the Regional Employment Land Study – some of which already has B8 permission or is deemed suitable for logistics - will be retained for employment purposes.  However there are major differences between options in, for example, the scale and location of transfers to residential use and in how much other employment land is retained – and in what locations. 

The BCCS work for all options has incorporated sensitivity tests to assess the implications of alternative employment forecasts from Cambridge Econometrics that suggest there could be some 20,000 more manufacturing jobs remaining in the Black Country in 2031 than were predicted (for BCES) by Oxford Economic Forecasts, i.e. some 67,000 instead of 47,000.  

The results of Grimley’s testing are set out in the reports Black Country Employment Land Capacity Study, - Baseline, Feb 2005 and Final Report, June 2005.  The main implications in terms of logistics are summarised below.

10.2
The Baseline

Before testing the three strategic options a Baseline was established, reflecting essentially the projection into the future of existing land-use patterns.  In respect of employment land this meant:

1. All known employment sites from RELS were accepted, with their likely use assessed by the Consultants.

2. An allowance was made for additional employment land coming forward, on the basis that current rates (and general locations) broadly continue – and there is no release of poorer quality employment sites for other uses.

3. Existing commitments and proposals for the four strategic centres were accepted, including the URC proposals for West Bromwich and the Masterplan proposals for Brierley Hill/ Merry Hill. 

Baseline land capacity derived from these assumptions was first tested against three levels of need: (a) assuming continuation of the present pattern of low economic growth and outward migration; (b) accommodating the high growth forecasts of the Black Country Vision; and (c) an intermediate “RPG” position based on emerging work centred around the assumptions of the 2004 RPG/RSS11.

The baseline land use assumptions suggested that some 1.354m² of floorspace would come forward for logistics use up to 2031.  This exceeded the BCCS-generated requirement, even under the BC Vision forecast (approximately one million m² net addition), although at the individual district level there would be a slight deficit in Wolverhampton and a more substantial one in Dudley, offset against surpluses in Sandwell and Walsall. 

10.3
Option 1 – Focus on Centres

As its name implies this option gives primacy to the four strategic centres of the Black Country and the concentration within them of the vast majority of the office growth, and within and around them of a high proportion of the residential growth, which is anticipated in the Vision.   It also includes other major restructuring of land use across the sub-region, key features being:

1. Concentric and radial growth of the four strategic centres - Wolverhampton, Brierley Hill/Merry Hill, Walsall and West Bromwich - with horizontal and vertical expansion to accommodate primarily residential and business growth.

2. Progressive redevelopment of the Black Country employment core towards high technology manufacturing.

3. A shift of retained manufacturing/ logistics capacity from less accessible western parts of the Black Country towards the key motorway junctions (M5 Junctions 1 and 2, M6 Junctions 9 and 10) with released sites redeveloped for residential led mixed use.

4. A provision of logistics sites on the edge of the built up area, some outside the Black Country boundary, indicated diagrammatically as near to M6 Toll Junctions 6 and 7, M54 Junctions 1 and 2, and M5 Junction 3.   It is assumed that the sites outside the Black Country boundary contribute some 40 hectares for logistics use (which would be sufficient to accommodate up to 200,000m² of floorspace or 20% of the assessed need).  Provision outside the boundary includes two assumed ‘logistics/ manufacturing parks’ on sites in South Staffordshire – Hilton Cross and Featherstone – where current planning policy would not permit B8 use

5. Release of all but high quality would-be housing sites for housing led mixed use.

Table 10.1 shows capacity as compared to need on a district by district basis for this and the other spatial options.   For the Focus on Centres Option there is a small overall surplus of logistics capacity, amounting to about 7%, which would require a small additional allocation to provide the ‘comfort margin’ of 20% which Grimleys regard as desirable.  At the individual district level there is a substantial deficit in Dudley, set against a surplus in Sandwell.  

Grimleys point out that it is important also to take account of existing stock and here a very different picture emerges.  Under this option it is assumed that only 1.53 million m² of the current (2003) stock of 4.75 million m² would remain and when this is set against anticipated needs then the overall deficit is of the order of 2.0 million m².  However, in the absence of information on the employment density of the existing stock, Grimleys are of the opinion that ‘caution’ must be applied to any such estimates.  Nevertheless they note that, were there to be a substantial shortfall this could only be made good by additional peripheral development, redevelopment of existing employment areas at higher densities, or conversion of existing premises, particularly those used for manufacturing.

10.4
Option 2 - Corridors
This is essentially a housing led model, and as far as employment sites are concerned the most radical of the options, with a transfer of some 1,500 hectares of existing employment land (i.e. manufacturing and logistics sites) to residential and other uses, as compared with 1,450 hectares under the Centres option.  Key features are:

1. Progressive redevelopment of employment areas along passenger rail lines, existing and proposed metro routes and canal corridors (which are seen as potential foci for higher quality housing development) for housing led mixed use.

2. Retrenchment of manufacturing and logistics activity towards the core employment area within 5 minutes drive time of the motorway junctions.

3. Provision of logistics sites on the edge of the built-up area.

4. The release of all but good quality employment sites and employment areas outside 5-minutes of motorway junctions to residential led mixed use.

Under this option the core employment area between Wolverhampton and Junctions 1 and 2 of the M5 is re-orientated towards residential growth with the manufacturing focus reduced to a relatively small area close to the motorways.  The capacity for logistics uses is the lowest of any options, a net growth of less than 750,000m², notwithstanding similar assumptions about provision outside the boundary to those adopted under ‘Focus on Centres’.  These include ‘logistics/manufacturing park’ developments on the Hilton Cross and Featherstone sites.  The net shortfall of around 250,000m² for logistics is concentrated in Dudley and Wolverhampton – in spite of the inclusion of Hilton Cross and Featherstone as part of the ‘capacity’ of the latter district. .

 When existing stock is taken into account the theoretical shortfall is as high as 2.4 million m² (notwithstanding that slightly more -1.87 million m² - is expected to survive under this option). However, again, as in the case of the Centres option, Grimleys counsel caution due to the limitations of the assumptions on which this calculation is founded.  In their view the deficiency for logistics could only be made up by a substantial transfer of potential B2 manufacturing floorspace, which could “constrain the ability of manufacturing to restructure” (BCCS, P54), or by “additional peripheral development” (P60).

Table 10.1  Class B8, Options Capacity versus Black Country Vision Requirement, 2003-2031
	District
	Vision Need – Net Increase (‘000m²)
	Capacity

	
	
	Centres
	Corridors
	Dispersed Growth

	
	
	Amt.
	Surplus
	Amt.
	Surplus
	Amt.
	Surplus

	Dudley
	315.6
	181.3
	-134.4
	103.1
	-212.5
	143.0
	-172.7

	Sandwell
	177.4
	329.0
	151.6
	208.1
	30.8
	467.0
	289.7

	Walsall
	196.9
	191.1
	-5.8
	247.3
	50.3
	263.4
	66.4

	Wolverhampton
	310.6
	378.6
	68.0
	184.0
	-126.6
	282.5
	-28.1

	BC Total
	1,000.5
	1,080.0
	79.5
	742.5
	-258.0
	1,155.9
	155.4

	Source: BCCS, Appendix 6


10.5
Option 3  - Dispersed Growth

This third option follows to some extent existing trends of dispersal in employment growth.   It is less radical than the other two options with approximately 1,000 hectares (28%) of employment land redeveloped for residential or residential led mixed use.  Main features of the option are:

1. Development of a series of key nodes focusing on service uses, logistics and manufacturing.

2. Progressive redevelopment of the core employment area of the Black Country towards high technology uses.

3. Redevelopment of average and below average employment areas for residential use outside the core employment area.

4. Growth of the strategic centres on a similar scale to that anticipated under the corridors option.

5. Some peripheral development for logistics including (as in the other two options) the Hilton and Featherstone sites for logistics/ manufacturing parks.

As in the case of  ‘Focus on Centres’ there is, overall, a small surplus of logistics capacity  over need amounting to about 16%, which would in the view of Grimleys require some relatively minor additional allocations within the urban core or on its periphery.  As again in the case of centres there is, at the individual district level, a significant shortfall in Dudley matched against a theoretical surplus in Sandwell.  When the existing stock is taken into account the shortfall, as in the case of the other options, is very much larger – although at 1.25million m² it is substantially less than estimated for either ‘Centres’ or ‘Corridors’, as substantially more of the existing stock (3.03 million m²) would be retained under this option.   Again the same caveats apply as with Centres and Corridors.

10.6  Comparisons and Conclusions

The following points can be made with regard to provision for logistics under the three spatial options.

Accommodating Needs

In terms of logistics the Corridors model is unable to meet the need for expansion as required under the Vision scenario – falling some 250,000m² short (and more if the need for a ‘comfort margin’ is taken into account) - even allowing for development on peripheral sites where logistics use would be contrary to current planning policies/ permissions.  The Centres option exceeds needs by only a small margin and would need some supplementary provision to meet the ‘comfort’ requirements while even ‘Dispersed Growth’ falls slightly below the ‘needs plus 20%’ which Grimleys regard as desirable.

Distribution of Logistics Activity

Whilst it may be reasonable to treat the Black Country as a single entity for these purposes, there is probably a need for a spread of logistics activities, both in labour market terms and to allow for linkages with other sectors of the local economy.  In this context it may be notable that Dudley records a deficiency of capacity under all options.  While this deficiency is apparent even under the baseline assessment it is presumably exacerbated by the tendency under all options to concentrate logistics activity in the more accessible east and north of the Black Country, in particular near to motorway junctions.

Within this general ‘pull to the north and east’ there are significant differences in the way that logistics activity would be located under the various options.  ‘Focus on Centres’ in particular emphasises a shift towards the motorway related locations around Bentley/ Darlaston/ Wednesbury and Smethwick/ Oldbury as well as major peripheral locations including Hilton Cross and Featherstone, with residential growth favoured  in areas further west.  ‘Corridors’ on the other hand emphasis a re-orientation to residential growth in the Black Country core and tends to restrict logistics (along with manufacturing) to more limited areas immediately around motorway junctions.  Inevitably it places proportionately more emphasis on peripheral locations (essentially the same ones identified under ‘Centres’) - and falls the furthest away from meeting total needs.  ‘Dispersed Growth’ represents something of an intermediate position with the closest affinity with existing patterns of distribution.  It therefore gives a somewhat wider spread of logistics activity but with the same absolute reliance on a shift to the periphery.

Type of Provision

In assessing capacity, Grimleys have used those of their defined development typologies that include logistics uses – i.e. “Logistics Park”, “Logistics/ Manufacturing Park”, and “Smaller Manufacturing/ Logistics Location” (See Table 8.1).  This methodology provides a more refined, ‘bottom up’ approach to assessing capacity than the blanket application of plot ratios/ employment densities.  

Evidence is limited as to how these typologies have been applied on a site-by-site basis, Maps accompanying BCCS (Figures 4.3, 5.2 and 6.2) however enable the major locations to be pinpointed.  Several potential Logistics Parks (which are normally of at least 20 hectares) have been identified.  Five major sites in the Wednesbury and Darlaston areas have been designated under all options as have the external sites at Featherstone and Hilton Cross.  The major difference between options in this regard is the inclusion of the substantial area (probably around 50 hectares) in the Soho area of Smethwick and a somewhat smaller (but still substantial) area near the centre of Willenhall as ‘Logistics Parks’ under ‘Centres’ and ‘Dispersed Growth’  but their designation for other uses under ’Corridors’. Given the heavily urbanised nature of the Black Country it seems unlikely that any potential sites for ‘logistics parks’ will have emerged.  The only possibility included within the options would appear to be the Featherstone site in South Staffordshire, which could potentially provide up to 50 hectares.  However this site is referred to, along with the nearby Hilton Cross, as accommodating a ‘logistics/ manufacturing park’.  It may of course be that this typology (defined by GVAG as typically 75% logistics : 25% manufacturing is seen as less in conflict with existing planning policy for the site.

Few sites across the Black Country seem to have met the criteria for a ‘Logistics/ Manufacturing Park’, so it appears that other differences between the options must fall within the realm of the ‘Smaller Manufacturing/ Logistics Locations’ in the range 0.5 to 5.0 hectares which are not separately identified.   As noted earlier therefore it would appear that a high proportion of total logistics provision will be of this type.     Looked at another way it is likely that the type of development that can most readily be accommodated may tend to have a closer integration with the ‘local economy’ than one which is dominated by large distribution centres.  However, this does raise the question of how, in the light of the discussion in Part 3 above, a ‘balance’ of logistics and manufacturing uses, such as is implied by this typology can be maintained on such sites.

Regional Relationships

All options rely on provision outside the Black Country boundary for meeting an element of the assessed need for logistics floorspace, more particularly to provision on the sites at Featherstone and Hilton Cross, which are understood to be subject to current planning policies or permissions that would confine them to elements of Class B1 or B2 use.  There does not however appear to be any suggestion in GVAG’s analysis that Featherstone might meet the criteria for a Regional Logistics Site – for which designation as a ‘logistics park’ in GVAG’s typologies would have been necessary - and which is apparently under active consideration.    If there is no suggestion of RLS designation then the possible inclusion of logistics on these sites would appear to be potentially a bilateral issue between the Black Country and Staffordshire/ South Staffordshire.  However the issue remains as to whether in the current state of the market, as previously discussed a mix of manufacturing and logistics uses can feasibly be achieved.

Total Need

The evaluation of capacity against need which has been undertaken for all options (summarised in Table 10.1 above) relates entirely to the BCCS assessment of additional floorspace required, i.e. in round figures an additional 1.0 million m² up to 2031.  The evaluations against total stock, for which Grimleys counsel ‘caution’, implies much greater levels of ‘need’ and therefore a very large shortfall of capacity, ranging between 1.25 and 2.5 million m² under the various options.  These latter evaluations, taking account of existing stock, derive essentially from the comparison of 2003 employment data approximating to the logistics ‘sector’ with figures for ‘warehouse’ floorspace derived from the 2003 ODPM Industrial and Commercial Floorpace Statistics, quoted in Tables 3.2 and 3.4 above (i.e. 49,290 jobs in 4.750m² of floorspace across the whole Black Country area).  These imply very low average employment densities – i.e. 96m² per worker over the whole area, with district ratios ranging from 78m² in Wolverhampton to 118m² in Walsall (as compared for example with the 50m² per worker for general warehousing and 80m² for high bay warehousing advocated by EP based on Arup’s surveys – see BCCS Appendix 5 and discussion in Part 4 above).

As Grimleys point out there is no way of testing the accuracy of these base figures and of knowing for example whether they might be ‘distorted’ by a lot of redundant (ex-manufacturing?) floorspace in the Black Country used for ‘storage’ at very low employment densities.   Clearly this is an area where more work is required, but if the total stock based assessments, which Grimleys have prudently chosen to discount, were anywhere near realistic then the implications for the Black Country’s capacity to accommodate potential needs in the logistics sector would obviously be very great - whichever Option is selected.

11.  Policy Advice and Further Work


11.1 Logistics Parks and Other Sites

The brief requires that interim policy advice be given on two specific matters: the appropriate scales at which dedicated B8 parks might be developed and appropriate locations related to these size parameters.

On the basis of the analysis so far undertaken a number of points can be made affecting the size of potential developments.   Firstly there are a number of factors that point in the direction of providing large sites:

· A large site (or sites) would be most appropriate for accommodating new logistics activities that might be attracted to the area, principally national or regional distribution centres which in general still seem to require very large units.  It would be through this means that the Black Country could contribute to the objectives of “regional competitiveness”.
· The arguments for providing rail access are compelling and this requires a critical mass of warehouse activity to generate the required flows.  There seems to be something of a consensus that sites should be of at least 50 hectares and this is underpinning the development of policy at regional level. (Although currently successful rail linked Regional Logistics Sites seem to be considerably larger than this.)
· Regional level policy development has pointed to “North Blackcountry and South Staffordshire” as one of the best potential RLS locations with “South Blackcountry” possible emerging in the longer term subject to major rail infrastructure development.
· The concentration of logistics development on large sites can confer environmental benefits in that, in addition to potentially encourage more rail use, it can enable heavy vehicle flows to be concentrated on a limited number of (short) links to the motorways.  It may also enable what are (notwithstanding the great potential for improved design) ‘big shed’ developments into the landscape.
· In terms of economic benefits, not only would the attraction of new large scale logistics activities generate more jobs; there are also indications that it might provide at least some better jobs. It seems that the larger scale of logistics operation in general tends to involve proportionately more knowledge-based, better paid employment and on this basis the strategy’s overall economic objectives may be best served by trying to provide at least some large sites for extensive space users. 
At the same time however a number of factors point in the direction of a wider dispersal of smaller sites: 
· In formulating policy care should be taken not to become preoccupied solely with the needs of the larger operators, amongst whom the development industry finds its major market. There are indications from the market that the needs of small scale operators in the logistics sector are not being met.

· While some large scale operators are integrated into the local economy - e.g. specialist suppliers - others are not, whereas in general this characteristic is more likely to be found amongst the smaller operators who tend to be to their customers.
· Labour market factors suggest that, for the logistics operator, good access to labour is an increasingly vital factor.  At the same time the logistics sector has a vital role in providing accessible job opportunities for the more disadvantaged communities.  Both sides will probably be best served by a relatively wide dispersal of (smaller) sites.

· Public transport access for employees is most likely to be secured where such developments are located in ‘public transport corridors’ that already sustain viable services, rather than on large single use sites.

Unsurprisingly these factors together tend to point in the direction of a range of development opportunities, including at least one site capable of providing a rail linked RLS, several medium sized logistics parks, and a wide spread of smaller sites suitable to accommodate the smaller operators close to their markets and labour supply (albeit the latter form of development raises control issues discussed further below).

Providing an RLS opportunity in the short term is obviously a challenging issue.  The employment land capacity work clearly points to the only opportunities falling outside the boundaries of the Black Country authorities.  The major prospect would appear to be Featherstone, where a 50 hectare rail linked site could possibly be provided – although with limited potential for further expansion.   Otherwise the area of search might have to be in an adjacent sub-region, i.e. Stafford, which would very much limit employment and other benefits to the Black Country.

For the long term there may be benefits in identifying a second opportunity, preferably in South Blackcountry if this can be associated with reopening the Stourbridge to Walsall line.  Otherwise the only potential currently identified would appear to relate to the Soho area of Sandwell, subject to major restructuring of the urban fabric, although again the potential appears to relate to little more than 50 hectares even in the long term.

A number of opportunities for medium sized, non rail related, logistics parks seem to have been identified under all the spatial options, principally in the Wednesbury and Darlaston areas which have already demonstrated themselves as attractive to logistics users.   These should probably be safeguarded, although there appears to be a case for seeking to provide, in addition, at least one such opportunity in the more southern part of the Black Country, given the significant shortfall of capacity in Dudley which has emerged under all spatial options.

11.2
Other Policy Issues


In providing the suggested range of development opportunities a number of other policy issues need to be confronted.  These relate particularly to securing continued (or improved) opportunities for manufacturing (B1b and c/ B2 activities) in the face of the unequal competition with logistics uses highlighted in Part 3 of this report.  This issue becomes particularly acute given the arguments in favour in principle of accommodating a substantial proportion of logistics uses within the “Smaller Manufacturing/ Logistics Locations” typology as identified in BCCS.

While dedicated logistics parks (presumably confined to B8 uses) can serve to ‘siphon off’ some of the logistics demand it is in the nature of these smaller developments that they are ‘open’ to both.   The potential for having some of these sites ‘dedicated’ to B1/B2 while others are open to B8 needs to be investigated on a site by site basis as does the possibility of seeking effective dedication via control on unit size (a maximum unit size which would effectively keep out the main B8 users).   As highlighted in Part 3 the only really effective control in order to retain opportunities for manufacturing probably lies through land ownership.  However this implies sufficient resources and ‘political will’ on the part of the local authorities or other public agencies.

11.3
Data Limitations and Further Work


In the course of preparing this report it became apparent that in making appropriate future provision for logistics serious limitations are imposed by the restricted nature of the base information available.   To attempt to establish an “existing floorspace” situation by applying assumed employment densities to overall employment totals (which are themselves derived from an approximation via SIC groupings) clearly has inherent limitations.   This applies not only to logistics but also to manufacturing and other employment generating land uses.
The problems that arise are noted forcefully in the economic strategy (BCES) and the employment land capacity (BCCS) reports, with particular reference to the difficulties that arise when attempting to assess the capacity of “existing retained” floorspace.   The lack of concrete evidence on the existing employment densities is a major factor underlying the wide range of predicted needs discussed in Part 4 of this report and which has led to very wide areas of uncertainty in the outcomes of both consultants’ studies. 

Remedying this situation would require, ideally, some kind of survey of existing uses, of floorspace occupied and employment provided.  Data collection of this kind would in the case of logistics also enable the precise nature of the activity within the Black Country to be established through the investigation of supply chain linkages and perhaps the collection of ‘soft data’ on intentions regarding expansion/ relocation, etc.

Clearly any exercise requiring forecasting land/ floorspace needs over a period of 25 years is subject to enormous uncertainty but this is compounded many times when knowledge of what is actually there now is so limited.

Annex - Study Brief

Black Country Study, Spatial Choices Stage - Logistics Technical Report
The report should fulfill the following objectives:

· Define “logistics”.

· Assess regional work to date – logistics and freight - and the GHK work for the Consortium.

· Assess recent capacity studies to date and their implications for ‘B8’ use.

· Assess any other relevant studies.

· Draw out key parameters:

  -     Scale of need for BC logistics to 2031

  -     Key locational prerequisites (motorways, labour supply, etc.) and distinguish which are essential and which desirable in market terms.

  -     Distinguish between:

a) Regional Logistics Sites (as set out in Regional Report Phase 2); and:

b) Rest of Distribution/ Logistics sector with existing/ potential BC location, e.g distinguish between: 

· supporting B8 for BC industry (i.e. B8 needing to be closely allied to industry in locational terms); and 

· regional distribution centres (e.g. retailing supplies): also

· regional/ sub-regional parcels/ individual goods delivery sector)

  -     Extent to which rail connection is essential/ preferable/ unnecessary and by when)

· Assess/ update information on demand (e.g. supply constraints) from BCI (Charles Roach) 

· Advise on appropriate scales of regional/ sub-regional dedicated B8 parks (e.g. minimum size and trends).

· Advise on potential locations related to size parameters

              -     Refers to rail connection opportunities

              -     Assess transportation implications (liaise Philip Taylor)

· Consider how distribution of B8 will differ between 3 spatial options (with reference to Employment Land Capacity Study).

· Assess implications of transferring existing large scale B8 sites to residential/ B1/ B2.

· Assess the pros and cons of each option for logistics business.

· Assess regional relationships of the 3 options.

PAGE  
1

