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With respect to local planning policies and provisions for land use, MGA recommends 
that the Australian Government should:

i.	 recommend to the Council of Australian Governments (COAG) that a Retail 
Sustainability Assessment be developed to assist local government authorities to 
determine whether major retail development proposals are of a size commensurate 
with community need;

ii.	 recommend to COAG changes to planning legislation for improved planning of 
activity centres and new estates by: 

��ƒ defining the desired activity centre hierarchy and giving greater emphasis to 
such hierarchies in planning permit and rezoning determinations;

��ƒ strongly recommending that local government authorities develop communities 
in line with principles of ‘walkability’ and ‘healthy communities’ by creating a 
corresponding range of activity centres;

��ƒ amending land use tables to ensure major retail developments, including major 
supermarket developments, are subject to planning assessment, including retail 
sustainability assessment;

��ƒ introducing stricter controls to prevent out-of-centre developments, and

��ƒ preparing of assessment criteria which ensure that developments are consistent 
with a centre’s position in the retail hierarchy - the level of new space is 
commensurate with the level of demand, the impacts on existing centre are 
justified and within acceptable levels and where appropriate, the impact of the 
market dominance of any entrant is taken into account.

MGA is ready to cooperate and assist governments, authorities and their advisors 
in the development of updated tools, such as a Retail Sustainability Assessment 
methodology, a Competition Test and a Floor Space test. These tools will improve 
local planning decisions and methodologies by objectively incorporating the needs 
and aspirations of local communities and promoting genuine competition.
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Appendix 2 - Methodology for Assessing 
Floor Space Requirements

The following methodology has been adopted in this report to assess the level of 
supermarket floor space in these locations:

1.	 A catchment has been defined for each location.  For simplicity only a single main 
catchment has been used.  This catchment represents the region in which the 
majority of customers for the supermarket(s) live. 

2.	 The resident population is determined and their demographic characteristics 
assessed.  The 2006 ABS Census is the primary data source.

3.	 The population is then forecast to 2012.  This relies on modelled data from the ABS, 
including Population Projections and Building Approval data.

4.	 The grocery spending potential of this population is then predicted.  This relies on 
modelled data from the ABS Household Expenditure Survey, Retail Trade and Retail 
Industry Commodity Sales.  

5.	 An adjustment is required for the degree of remoteness of the location.  The more 
remote the location, the greater the share of the available expenditure on food and 
groceries.  In highly urbanised locations supermarkets are in greater competition 
with specialty shops and other retail outlets (butchers, bakers, convenience stores, 
discount department stores, etc).

6.	 An allowance for growth in the market is also assumed due to price inflation and 
real growth in retail expenditure.

7.	 For each location an allowance must be made for the trade generated from the 
non-residential catchment.  This includes trade resulting from tourists, passing 
traffic and local employment.

8.	 An allowance is then made for trade to escape the catchment.  In particular, retail 
locations of a lower order of hierarchy can expect to lose trade to higher order 
centres.  Leakage occurs due to competition from supermarkets located outside 
the catchment, the failure of the store/centre to supply a full range of goods 
and services and the loss of trade when people travel outside the catchment for 
other reasons and combine such trips with grocery shopping (eg for employment, 
entertainment). 

9.	 A net position is then determined, balancing the forecast level of escape expenditure 
and any additional non-residential expenditure.

10.	The level of sustainable supermarket floor space can then be forecast by dividing 
the available supermarket expenditure by an estimate of the level of sales required 
per square metre for the supermarkets to be economically sustainable.
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Independent Liquor Outlets

11.	It has been assumed1 in this analysis that the average industry level of economic 
sustainability for supermarkets is $7,000 per annum per square metre (gross 
leasable floor area).  It is noted that the average performance for Coles and 
Woolworth across their networks are $9,400 and $11,100 respectively (based on 
annual reports). 

12.	The level of sustainable supermarket floor space for the catchment is then 
compared to the current and proposed supply.  Where the supply is less than the 
sustainable level it implies that the supermarkets are able to trade at a profitable 
level.  Where the supply is greater it implies that the viability of this space is in 
doubt.

13.	Impacts on the independent supermarkets have been included to further 
demonstrate the degree to which the region has become oversupplied.

 

1	 There are different ways to calculate sales/square metre  -  e.g., by calculating sales based only on the 
retail selling space or by calculating sales based on total floor space, including storage, cold storage, 
offices, loading dock, etc.  MGA calculations are based on total space, but other methods are also valid.  
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