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 Introduction 

1.1.1. This written statement prepared by Savills on behalf of Prologis addresses relevant questions raised in 

Matter 62 (M62) ‘Land for Industry, Logistics and Services to Support London’s Economic Function’. 

1.1.2. The view of Prologis is that the Draft London Plan with Proposed Amendments (DLP) under-estimates 

demand for industrial land and over-estimates the likely supply arising from its policies, with the 

consequence that the industrial land market is likely to be increasingly mis-aligned with the quantitative and 

qualitative needs of industrial land occupiers.  

1.1.3. This representation is structured around a review of the evidence on demand and supply: 

 Demand for industrial land is likely to be greater than in the past for reasons including: 

o There is evidence that the decline in manufacturing in London has tailed off and the sector is 

starting to grow  

o Demand for logistics uses is likely to continue to grow strongly and be higher than the rates 

projected in the Draft London Plan 

o Overall London’s industry and industrial land occupiers (which cover other activities in addition 

to manufacturing and logistics) now largely play a support role to the rest of London’s economy 

which suggests that demand will grow as London grows (rather than continuing its historic 

decline) 

o The DLP under-estimates the scale of space needed to bring the industrial land market back 

from its current situation in to market equilibrium (i.e. before taking account of future 

projections). 

 

 Supply of industrial land is likely to be less than assumed in the draft London Plan for reasons including: 

o Insufficient account has been taken of the forthcoming pipeline of industrial land release. 

o Industrial intensification, while welcome, is unlikely to deliver the scale of floorspace provision 

required to bridge the gap between demand and supply during the timeframe covered by the 

DLP. 

o Policy E7F and the land swaps approach mentioned in paragraph 6.7.2A, on facilitating the 

substitution of industrial capacity to areas beyond London’s boundaries, will be difficult to 

implement in practice and difficult to measure against a counter-factual. 

o The 65% plot ratio minimum target may be too high for many industrial land occupiers which 

suggests that more land than estimated will be needed. 

  

1.1.4. One way in which the gap could be narrowed is to take a more flexible approach than proposed for release 

of Green Belt land for industrial land occupiers. 

1.1.5. This paper reviews each of the above points and then concludes with recommendations. It should be read 

together with the Prologis written statement on Matter 65 (Green Belt). 
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 Demand 

The DLP Assumes Over-Estimates Future Decline in Manufacturing 

2.1.1. The GLA uses the forecast for industrial land for ‘general and light industry’ taken from the ‘London 

Industrial Land Demand Final Report’ (LILDR) (see page 88). It breaks down demand in to various activities 

including industrial, wholesaling, waste, other, and net release (see page 191). 

2.1.2. The overall forecast for ‘general and light industry’ is calculated from the average of two different series. 

One series is the forecast of employment growth in the employment sectors that occupy general industry 

premises. Table 2.1 presents the forecasts and shows that manufacturing is anticipated to lose more than 

50,000 jobs over the plan period to 2041. ‘Manufacturing’ is the most significant sectoral change in demand 

for general premises.  

Table 2.1 Industrial Employment Projects for General Industry Sectors (2016-41) 

Source: LILDR, CAG Consultants, 2017, page 85 

2.1.3. The employment forecast is used to estimate the floorspace and land that can be released from general 

industrial use. However we think it over-estimates the likely future decline in manufacturing employment. 

2.1.4. Recent statistics suggest the long-term decline in manufacturing jobs in London may be coming to an end, 

levelling off and possibly growing. Figure 2.1 shows that since 2010 London’s manufacturing employment 

has been on a slight upward trend. The figure shows what a projection of trends in manufacturing 

employment growth would look like compared to what the CAG report uses (and which are used as the 

basis for DLP policy). If the more recent data is used this shows an increase in manufacturing employment 

of about 53,700 over the plan period (rather than a loss of 50,200 jobs) and an overall increase in industrial 

employment of about 67,200 jobs. When this is translated in the way used by CAG in to land this equates 

to an overall increase in demand for land for general and light industry of well over 300 ha rather than a 

reduction in demand of 173.3 ha (see page 88).  

2.1.5. As acknowledged in the CAG report there are good reasons to think that the remaining industry in London 

is primarily playing a support function to the rest of the London economy. This supports an assumption of 

at least static if not growing demand for space for ‘manufacturing’ activities. 

 

General Industrial Sector Forecast of Employment Change (2016-41) 

Manufacturing -50,200 

Building Trades 16,500 

Motor Trades -4,600 

Repair 1,600 

Total -36,700 
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Figure 2.1 Manufacturing Employment in London  

 

Source: ONS (Table JOBS05: Workforce jobs by region and industry) accessed from ONS website January 2019; London 

Industrial Land Demand Study, page 85 

The DLP Under-Estimates Demand for Logistics Space 

2.1.6. The data used by CAG for the GLA to underpin the forecast for demand for warehousing floorspace and 

land is based on the trend rate of floorspace growth between 1998 to 20081. The more recent period of 

warehousing change for 2008-15 of -0.3% p.a. was not used because it was viewed as unrepresentative 

and likely to reflect supply constraints rather than demand (see section 7.5, page 103).  

2.1.7. In our view it is important to look at other trends in the more recent data as there has been a radical change 

in the nature of the logistics sector since 2008. In particular the growth in internet shopping and last mile 

delivery has substantial implications. The UK introduction of the Apple iPhone took place in November 

2007. This had a particularly catalytic impact on online shopping and was an important impetus for retailers 

and logistics operators to reconfigure their goods movement and supply chain management.  

2.1.8. Between 1998 and 2008 average internet sales as a share of overall retail sales ranged from an estimated 

1% in 19982 to 4.9% in 20083. This equates to an annual average growth in share of 0.4% during the period. 

Figure 2.2 shows that this trend has continued and in November 2018 internet sales as a share of overall 

retail sales reached 21.5%. This equates to an annual average growth in share over the period 2008 to 

2018 of 1.7%. It may be higher in London. The high level of internet penetration is a significant driver of 

demand. 

2.1.9. The increase in internet penetration and population growth is expected to continue to generate demand for 

warehousing from a range of sectors that occupy industrial floorspace. Because the transformative impact 

of online consumer activity is only accounted for to a modest extent in the 1998 to 2008 figures the demand 

forecast for warehousing is likely to underestimate the amount of warehousing required to service London’s 

economy. 

                                                           
1 LILDR, CAG, 2017, pages 103-4 
2 This is an estimate as internet penetration data was not collected by ONS before 2006. 
3 ONS (Table J4MC) Retail Sales Index time series (DRSI) accessed January 2019 
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Figure 2.2 UK Internet Sales As % of Total Retail Sales (Ratio)  

 

Source: ONS (Table J4MC) Retail Sales Index time series (DRSI) accessed January 2019 

2.1.10. Over the DLP plan period the GLA’s forecast of warehouse demand in London is expected to grow at a 

rate of 0.5% per annum (as a share of existing land for warehousing)4. This contrasts with the growth in 

internet sales penetration in 2008 to 2018 of 1.7% per annum and is based on data in which growth in 

internet sales penetration was 0.4% per annum. This suggests the forecasts may under-estimate the impact 

of continuing growth in internet sales and consequent demand for warehousing.  

2.1.11. We acknowledge that internet related warehousing is one element of overall logistics demand. Past studies 

have shown that London’s gross value added (GVA) correlates well with warehouse demand5. Figure 2.3 

compares the forecasted growth rate of land for warehousing in the DLP, the forecasted rate of gross value 

added (GVA) growth in London’s economy, and the forecasted growth in London’s population. London’s 

GVA is assumed to grow at a rate of about 2% (as per Oxford Economics) over most of the DLP plan 

period.6 Over the same period the GLA’s forecast of warehouse demand in London is expected to grow at 

a rate of 0.5% per annum (as a share of existing land for warehousing)7.  

 

  

                                                           
4 This is based on the forecast of warehouse land demand from CAG (page 105) as a % of land for warehousing 

from the London Industrial Land Supply & Economy Study, AECOM, 2015, pages 60-61. 
5 For example see ‘Demand and Supply of Land for Logistics in London’, GLA, 2007, Sections 7.1 to 7.3. 
6 GLA Economics does not forecast long term GVA growth. Their forecast for growth in 2019 and 2020 is 1.6% and 

1.9% respectively. 
7 This is based on the forecast of warehouse land demand from CAG (page 105) as a % of land for warehousing 

from the London Industrial Land Supply & Economy Study, AECOM, 2015, pages 60-61. 
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Figure 2.3 Cumulative Forecasted Growth in London’s Population, GVA and Demand for Land for 

Warehousing (2016=100) 

  

Source: Draft London Plan (for population forecast); LILDR, CAG, 2017 (for forecast of land for warehousing); Oxford Economics 

(for GVA growth) 

 

2.1.12. The above graph shows that the DLP uses analysis that assumes a slower rate of growth in warehousing 

demand than either GDP growth or DLP planned population growth whereas previous work would suggest 

a closer relationship. The above information and comparisons suggests that the forecasts for warehouse 

demand used to inform the DLP are likely to have under-estimated this demand. 

The DLP Under-Estimates the Link Between Industrial Land and London Growth  

2.1.13. The DLP conclusion that 233 hectares of land can be released over the plan period8 is based on the 

aggregation of net floorspace demand across the different categories of industrial premises including 

general industry and warehouses. However the approach does not recognise our understanding that there 

has been a fundamental shift in the nature of industrial land occupiers in London from export-orientated 

activities and towards activities that support the operation of the rest of London’s economy and that some 

occupiers of industrial land appear to be under-represented.  

2.1.14. The role of London’s industrial base has evolved towards providing products and services which support 

the functioning of London’s economy by meeting the needs of residents and other London businesses9. As  

a result we expect demand for industrial premises to be increasingly driven by economic and demographic 

growth.  

2.1.15. Figure 2.4 shows the key elements of demand for large industrial premises in London. It shows how most 

demand in recent years has been for activities that support London’s economy. 

                                                           
8 DLP, July 2018, paragraph 6.4.4 and LILDR, CAG, 2017, page 191.  
9 This is acknowledge in the CAG report – see page 93. 
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Figure 2.4 Industrial Floorspace Take-Up by Business Type 2010 to 2016 

 

 

Source: LILDR, page 58 

2.1.16. Figure 2.5 presents data that was collated on industrial uses on industrial land from four industrial land 

supply studies completed for the GLA between 2001 and 2015. The data shows that over time the 

floorspace occupied by activities which support London’s economy (warehousing, wider uses10, light 

industry, open storage and self-storage) has generally been broadly growing. General industry and vacant 

land has been steadily decreasing. Warehousing activities have been stable because the strong demand 

has been constrained by the limited supply of available land for new stock. Warehousing has been the most 

significant activity on industrial land since 2006 and presently comprises more than 32% of total industrial 

land stock.11  

  

                                                           
10 Wider uses includes wholesale markets, waste management, utilities, land for transport and docks. 
11 London Industrial Land & Economy Study, GLA, 2015, page 60-61 
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Figure 2.5 Activities on London’s Industrial Land (% Change Since 2001) 

 

Source: London Industrial Land & Economy Study, GLA, 2015, page 60-61 

2.1.17. Since the majority of industrial take-up now is oriented towards servicing the London economy, demand is 

increasingly tied to London’s demographic growth and economic performance.  

2.1.18. As London’s population and economy continue to grow it will be a primary driver of demand for industrial 

land. The DLP projects that London’s population will increase by approximately 70,000 per annum and 

reach about 10.8 million by 2041. That is an increase of nearly 2 million residents over the plan period 

(based on today’s population estimated to be about 8.9 million) - an overall increase of around 21%. This 

is a rate of annual population growth of about 0.7%. If industrial land demand were growing at this rate it 

would be equivalent to about 50 hectares of industrial land per annum. With today’s limited available 

industrial floorspace a considerable level of new industrial floorspace will be required over the plan period 

to 2041 to meet the needs of London’s growing population. 

The DLP Under-Estimates Land Related to Frictional Vacancy Rates  

2.1.19. The DLP does  not appear to have fully taken on board the implications of the current shortage of industrial 

floorspace. The current vacancy rate is below its 8% frictional level. 

2.1.20. The LILDR appears to ignore part of its guidance in the ‘Land For Industry And Transport Supplementary 

Planning Guidance’, 2012. It stated: 

‘Allowing for time between one occupier moving out of a site and another moving in, consultants 

estimate that a reasonable average rate of frictional vacancy for London at any given time 

approximates to around 5 per cent of the industrial land stock and 8 per cent for floorspace.’ 12 

 

2.1.21. The SPG makes a distinction between the frictional vacancy rates for land (five per cent) and for floorspace 

                                                           
12 Page 31 
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(eight per cent).  

2.1.22. Figure 2.6 shows the industrial land vacancy rate has been well below 8% at least since 2010 and is now 

about 3%. No account appears to have been taken of bringing this vacancy rate back up to the market 

equilibrium. 

Figure 2.6 London’s Industrial Floorspace Vacancy Rate (%) and 8% Frictional Vacancy Rate 

 

Source: CoStar, January 2019 

 

2.1.23. We estimate that about 10.6 million square feet of additional speculative industrial floorspace would have 

to be delivered to achieve a frictional vacancy rate of 8%. If a 65% site coverage ratio is applied to the 

floorspace then about 150 hectares of industrial land is required – near to CAG’s estimate of the decline in 

‘industrial’ demand of 166.5ha. By not acknowledging the shortage of vacant industrial floorspace the DLP 

underestimates the amount of floorspace required for London’s economy. 
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 Supply 

The DLP Does Not Take Sufficient Account of Already Planned Release 

3.1.1. Although the DLP proposes the principle of no net loss of floorspace capacity (Policy E4c Land for industry, 

logistics and services to support London’s economic function) we are concerned that this policy is 

insufficient to ensure enough existing industrial land is retained and new industrial floorspace is delivered.  

Paragraph 6.4.4 of the DLP sets out the context for much higher levels of release than that proposed in the 

DLP. Table 3.1 shows that in 2015 existing planning permissions (for non-industrial uses on industrial land) 

and land earmarked for potential release through Opportunity Area Planning Frameworks (OAPFs), Local 

Plans and Housing Zones (HZs) were significantly greater than the release figure. Given the likely 

underestimate of industrial land requirement discussed in the previous section, the level of potential under-

provision could be even greater.  

Table 3.1 Potential Under-Provision of Industrial Land 

Source: Draft London Plan Showing Minor Suggested Changes, paragraph 6.4.4, July 2018  

The DLP Over-Estimates the Potential of Industrial Intensification 

3.1.2. The delivery of intensified industrial premises has some potential to address the acute shortage of industrial 

floorspace. The Draft London Plan’s industrial land release figure of 233 hectares is not predicated on 

intensification. Given the different issues this note raises about the lack of robustness of the release figure, 

intensification will need to play a role if London is to have sufficient industrial land and premises. The LILDR  

estimates that intensification (including support via public sector intervention) could reduce the demand for 

industrial land from between about 82 hectares and 265 hectares. This is equivalent to between 5.7 and 

18.5 million square feet of intensified industrial premises. However the role that intensification could play in 

addressing the shortage of industrial land and floorspace over the plan period must be considered with 

caution. 

3.1.3. Savills has done considerable work on the barriers to the construction of intensified industrial premises. 

This includes the ‘Industrial Intensification and Co-Location Study: Design and Delivery Testing’, for the 

GLA, 2018, work for Transport for London (TfL) on Development Rights Auction Model (DRAM) case 

studies13 and work for the GLA on an industrial intensification investment programme. This work found a 

number of challenges in taking forward industrial intensification. The immediate issue is a lack of precedents 

                                                           
13 See https://www.london.gov.uk/sites/default/files/dram_report_-_tfl_format_-_final.pdf 

 Hectares 

a) Draft London Plan – Industrial Land for Release 233.1 

b) Industrial Land with Permission for Non-Industrial Use (185.0) 

c) Industrial Land Earmarked for Potential Release (653.0) 

Potential Under-Provision (a – (b + c)) (604.9) 
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and lack of confidence in the product. This can hopefully be overcome in the near term. The ability to mix 

industrial premises with residential is also viewed with caution. Whilst there is policy support for intensified 

industrial premises there are related concerns about affordable housing requirements, affordable 

workspace and other planning challenges. Although the affordable housing requirement has been lowered 

in the latest version of the DLP it still has a considerable impact on viability if part of a new industrial 

floorspace typology that has not been widely market-tested. Relatively high build costs and high existing 

land values put development viability under significant pressure on their own without the inclusion of other 

onerous policies. 

3.1.4. A longer-term issue is the significant bar presented by high existing use values of most existing occupied 

industrial sites. This is partly a consequence of the tight market with high occupancy levels and rents and 

low yields. This has resulted in high existing use values for land. This has raised the opportunity costs of 

redeveloping industrial premises and complicated site preparation in the likely event that there are existing 

tenants who like their premises and location. The cost of decanting existing clients can increase land costs 

significantly, putting significant pressure on project viability. In the current market it is difficult to find sites 

with sufficient scale for intensification to be feasible.  

3.1.5. Another consideration for intensified industrial premises is whether its quality and scale will satisfactorily 

address the need for the adequately specified premises that are required. Logistics operators typically 

require 24-hour access and well-specified, highly operational premises. If this is unable to be delivered 

through intensification it will not sufficiently address the shortage of supply. 

3.1.6. The consequence is that we estimate that there will be a relatively small flow of suitable  sites for industrial 

intensification. We would expect that over the DLP plan period this will grow but we consider it unlikely this 

could compensate for the proposed loss of 233 ha, let alone meet what we anticipate is an increase in 

demand. 

The DLP 65% Plot Ratio May Be Too Ambitious 

3.1.7. The DLP proposes a 65% plot ratio is applied to intensified industrial development14. The intended outcome 

of the 65% plot ratio is to use industrial land more intensively and incentivise multi-storey formats. Its 

delivery is challenging as a lower plot ratio is the current requirement on new developments for many 

activities including logistics. 

3.1.8. The consequence of accepting a lower plot ratio is that for the same level of demand more industrial land 

needs to be allocated/protected than proposed in the DLP.  

3.1.9. The data in the GLA’s ‘Analysis of Plot Ratios in Industrial Development in London’ shows that the average 

plot ratio across 255 schemes tested was 86%. This high ratio is inconsistent with our own research about 

the attractiveness of multi-storey warehousing to many occupiers. Many occupiers including most logistics 

firms require a yard and direct, ground access to their premises. A plot ratio of 86% is inconsistent with the 

needs of logistics operators who are currently the most significant driver of industrial demand. Goods spend 

far less time in storage (where it is a drag on revenue) and are moved towards its final destination at a 

faster pace. As a result yards are playing an increasingly vital role in logistics operations. Without sufficiently 

                                                           
14 DLP, July 2018, paragraph 6.4.5  
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large yards, logistics operators struggle to optimise their operations. 

3.1.10. There should be some flexibility to the policy as long as the same quantum of floorspace can be achieved. 

Developers are incentivised to optimise the use of their land so it is not necessary to impose a plot ratio.  

Substitution of Industrial Capacity Outside London is Difficult 

3.1.11. Like industrial intensification, the substitution of industrial capacity to local authorities outside of London 

has the potential to reduce some land and floorspace demand inside London. However we suspect that it 

is unlikely to make a fundamental difference in addressing the shortage of industrial premises.  

3.1.12. DLP policies E7F and SD2 does not compel out-of-London local authorities to set aside land to help meet 

London’s need for more employment land for industrial premises. Local authorities outside London have 

their own priorities for their economies and typically prefer office-based employment in new business parks 

and town centres to new industrial and distribution estates. There is also the added complexity of 

coordinating land owners and reaching agreements with them, which is also relevant to the approach set 

out in DLP paragraph 6.7.2A. All these factors suggest such arrangements are likely to be rare. 

3.1.13. Locating new industrial premises outside of London in strategic locations does have the potential to relieve 

some of the shortage in industrial premises but there are limited locations that will be sustainable. Sites 

should generally be close or have good access to the M25 and the strategic trunk road network to fit 

occupier locational requirements. 
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 Conclusions and Recommendations 

4.1.1. We welcome the ambition of the DLP policies on industrial land and floorspace to facilitate new homes 

delivery but are concerned that they will not deliver the quantity of industrial floorspace to support London’s 

economy.  

4.1.2. We are concerned that with the planned release of more industrial land London will not be able to meet the 

needs of industrial land occupiers and their ability to service London’s residents. Even if the release of 

industrial land were further curtailed there are questions about the significant lag time in slowing the rate of 

release due to existing permissions and well progressed local policy frameworks allowing release. Even if 

this were possible there still remain concerns that demand is likely to increase in future and it will take a 

long time for intensification to play a significant role in helping reconcile supply and demand.  

Green Belt Land 

4.1.3. We suggest that the GLA needs to add in extra opportunities for industrial land development. One way this 

could be achieved is through a more flexible approach to industrial land development in the London Green 

Belt. In principal where there are exceptional circumstances justifying release there can also be a good fit 

with other objectives. In particular Green Belt land near the strategic trunk road network (e.g. the M25) fits 

well with locational requirements of many industrial land occupiers. Such land may have relatively low public 

transport accessibility, possibly making it less suitable for housing-led development. Such low public 

transport accessibility could have less of a sustainability and traffic impact for industrial land uses 

particularly if they have low employment densities and play a valuable role in supporting the rest of the 

London economy. This suggests that a more flexible approach to reviewing release of land in the Green 

Belt for industrial development could help achieve industrial land objectives and be justified on exceptional 

circumstances grounds. 

4.1.4. Our written representation on matter M65 elaborates on some of the context and advantages of industrial 

development in the Green Belt.  

Plot Ratios 

4.1.5. We recommend greater flexibility in the application of the site coverage that enables more functional yards. 

Goods are now spending less time in storage and are being moved onward to its final destination at a faster 

pace. As a result yards are playing an increasingly vital role in logistics operations. Without sufficiently 

operational yards, logistics activities will be unable to optimise their operations. 
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Abbreviations 

 

3PL Third party logistics 

DLP Draft London Plan Showing Minor Suggested Changes 

DRAM Development Rights Auction Model 

GLA Greater London Authority 

GVA Gross Value Added 

HZ Housing Zone 

LILDR London Industrial Land Demand Final Report 

NPPF National Planning Policy Framework 

OAPF Opportunity Area Planning Framework 

SPG Supplementary planning guidance 

TfL Transport for London 

  

  

  

  

  

  

  

 


