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Industrial Lands Policy Review: Technical 
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Date: 22/03/2022 

Subject: Industrial lands policy review technical analysis summary report 

Classification: Sensitive – NSW Government 

Project background and scope 

A priority recommendation from the NSW Productivity Commission’s White Paper (Rebooting the 

Economy (2021)) was the need to optimise industrial land use and to identify alternative ways to 

manage industrial and urban services land. Recommendation 7.5 sought to evaluate the Retain 

and Manage approach and to adopt an approach that would maximise welfare and net benefits to 

the State in the next update to the Greater Sydney Region Plan. In response, the Greater Sydney 

Commission (GSC) commenced in mid-2021 an evaluation of its current Industrial and Urban 

Services Lands ‘Retain and Manage’ policy.  

The current policy requires designated industrial and urban services lands in certain areas (as 

defined in the Greater Sydney Region Plan (GSRP)) to be safeguarded from competing pressures, 

especially residential and non-industrial mixed-use developments. However, across Greater 

Sydney, there is increasing demand for industrial lands and progressive encroachment from 

competing uses on or near existing industrial areas.  

Deloitte Access Economics has been engaged by the GSC to develop an evidence base and 

technical analysis to inform the GSC’s review of the policy and provide considerations on potential 

changes to the Retain and Manage policy that improve total welfare across Greater Sydney, 

considering the needs of business, communities, and the environment.  

This evidence base and technical analysis was completed in two phases:. 

• Phase 1 establishes the rationale for having an industrial lands management policy, 

articulates the key policy objectives, and develops stylised policy scenarios for testing. 

• Phase 2 evaluates the stylised policy scenarios using robust quantitative and qualitative 

evidence, including a Cost-Benefit Analysis (CBA), supported by Multi-Criteria Assessment 

(MCA). The insights and evidence from this technical analysis was used with the insights 

gathered from Phase 1 to develop considerations on a future policy position. 

The overall project approach to the technical analysis and review is summarised in Figure 1.1 

overleaf. It should be noted that the scope of this review, as articulated by the NSW Productivity 

Commission, is focused on applying a CBA framework to test potential changes to current policy 

settings, in the form of stylised policy scenarios. The detailed design of the future preferred policy 

and its implementation is outside scope of this technical analysis and a matter for NSW 

Government. 

This summary report presents the high level findings from the in-depth technical 

research and analysis completed as a part of the project. 
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Figure 1.1: Project approach overview 

 

Source: Deloitte Access Economics (2022) 

Functions of Retain and Manage industrial areas 

There are 159 Retain and Manage industrial areas across Greater Sydney’s five Districts (Eastern 

City, North District, South District, Western City, and Central City). Detailed analysis has been 

undertaken across all Retain and Manage policy areas to understand the role industrial lands play 

in supporting local and strategic functions across Greater Sydney, NSW, and Australia .1 

The analysis looked at each District’s connection to key trade gateways (Port Botany, Sydney 

Airport, and Intermodal Terminals) to understand the freight and supply chain activity, as well as 

understanding the market performance, and customer and workforce catchments. The analysis 

also identified the land uses and capacity of each industrial area as well as the competing uses and 

current demand pressures. These insights were used to identified the three primary functions of 

Retain and Manage industrial areas:  

• supporting community needs 

• supporting city functionality and supply chains 

• supporting economic resilience and future business investment. 

The data-driven evidence base and qualitative insights have been used to understand the varied 

functions of the areas in each District, as well as current and future needs. The table below 

 

1 This detailed analysis reviewed key trends driving the demand for industrial land, including urban fulfillment 

centres to support more efficient freight delivery, intensification of use on industrial land driven by innovation, 

the growing importance of the circular economy, the growing demand for data centres, the transformation of 

manufacturing, and strong national demand for industrial and logistics real estate.  
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summarises the varying extent to which Retain and Manage industrial areas, within each District, 

accommodate a range of functions critical to the functioning of Greater Sydney and NSW. 

The varying extents to which Retain and Manage industrial areas within each District perform the 

identified functions are summarised in Table 1.2. Further details on the functions of Retain and 

Manage industrial areas are given in Appendix C. 
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Table 1.2: The extent to which Retain and Manage industrial areas, within each District, perform each function 

 

Source: Deloitte Access Economics (2021) 

 

 

Primary Function
North 

District
Eastern 

City
South 

District
Western 

City
Central 

City

Supporting 
community 
needs

Providing goods and urban services to the local community

Providing employment opportunities for the local labour 
market

Supporting city 
functionality 
and supply 
chains

Providing intermediate goods and services to upstream and 
downstream businesses

Enabling freight and logistics operations (including ports)

Supporting the operations of “gateway” locations such as 
airports and port facilities

Enabling manufacturing and construction activity for local 
use or export

Supporting 
economic 
resilience and 
future business 
investment

Providing diverse spaces (e.g. in terms of costs, lot sizes, 
flexible operating conditions), that support a wide range of 
existing and emerging industry uses

Providing spaces for existing and emerging low impact light 
and advanced industrial activity, and creative uses

Protecting and retaining the resilience of supply chains and 
critical infrastructure

Low

Medium

High

Relative to other Districts for a given function:
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Some Districts perform specialised regional functions servicing Greater Sydney and NSW, and all 

Districts perform locally significant functions providing employment opportunities, and goods and 

services to support the local population. Understanding these functions is critical to ensure that the 

future industrial lands management policy is designed in a manner that enhances and 

accommodates these functions, with the aim of optimising land uses across Greater Sydney to 

maximise the net economic, social, and environmental welfare for NSW. 

• The Eastern City industrial lands perform a variety of functions of both local and regional 

significance. Proximity to key infrastructure, particularly Port Botany continues to make the 

Eastern City an important location for NSW supply chains, and freight and logistics with the 

highest rate of customers (and interactions) from other Districts. As a result, wholesale trade, 

and logistics and warehousing continue to dominate, though residential growth pressures 

remain strong. Increasing population density has also been a driver of increased urban 

services, retail, and recreation uses on industrial lands. Given the proximity to customers, this 

District is likely to retain a warehouse and logistics focus, with the potential for the 

development of localised last mile delivery facilities.  

• The Central City plays a particularly important role in connecting NSW with interstate supply 

chains with a number of key intermodal terminals strategically located in this District. With 

strong freight and logistics connectivity, the Central City District supports a variety of local 

businesses, providing employment opportunities, and servicing the needs of the fastest 

growing district population. This District has the highest share of intra-regional customer 

activity, with 84 per cent of customer journeys originating within the District, demonstrating a 

highly localised service offering. 

• The North District has limited interaction with key gateway infrastructure, including ports and 

intermodal terminals. Business mix and customer catchment data and business interviews 

suggest that industrial land in this District accommodates local population servicing functions. 

With exception to some of the lower North District industrial areas, notably Artarmon and Lane 

Cove, customers and employees are largely self-contained within the District. The North 

District also continues to face strong pressures from housing demand and population growth.  

• The Western City is undergoing a transition period. While most of the current regional 

services are provided by the Eastern City and Central City, Western City is expected to 

perform an increasingly regionally significant NSW-wide function as key infrastructure expands 

(most notably the Western Sydney Airport and aerotropolis). In particular, it is expected that 

there will be an increase in freight and logistics activity. Western City is currently appealing to 

capital intensive businesses that are priced out of, or cannot find suitable sites within inner city 

areas. Key retailing outlets have large warehousing and distribution centres within this area, 

taking advantage of the relatively greater capacity and space, and lower rents. The high level 

of investment and growth in this District is likely to facilitate the adoption of advanced 

manufacturing practices and support access to skilled workers. The rate of population growth 

in the District is also driving demand for urban services and light industrial uses to service the 

District population. 

• The South District, similar to the North, has a strong focus on providing employment 

opportunities, and goods and services to the District population. Supply chain connectivity 

within this District is relatively low, driving lower levels of agglomeration compared to those 

observed in other well connected Districts such as the Eastern City and Central City. The 

industry and land use mix in the District reflects this – a lower focus on logistics and wholesale 

trade, and greater emphasis on small manufacturing, construction and population servicing 

businesses (e.g. mechanics). Surrounded by mostly residential areas, Retain and Manage 

industrial areas in the District are increasingly home to recreational and hospitality businesses, 

including gyms and cafes, that are capitalising on a large population base. In the South 

District, 79 per cent of customers come from within the District. 
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Key insights from in-depth interviews 

To support the technical research and analysis, consultations were undertaken (by Cred Consulting 

on behalf of the GSC) with key government and industry stakeholders to inform functions and 

potential risks to Retain and Manage industrial areas. Overall, there was strong support from Local 

Government, NSW Government agencies, and industry for the existing policy, though there may 

be benefit in refining it to respond to changing needs. Peak residential developer groups however 

did not support the current Retain and Manage approach to managing industrial lands.. A more 

flexible approach would be preferred.  

As part of Phase 1, in-depth business interviews were undertaken by market research specialists 

Antenna Insights (part of the Deloitte team) with a cross section of businesses. The business 

interviews aimed to obtain a better understanding of businesses operating on sites in Retain and 

Manage industrial areas across Greater Sydney. The interviews focused on developing an 

understanding each business and their operations, understanding the site history and main 

motivations for site location, and understanding the changes that have occurred in the area over 

time.  

Overall, the businesses interviewed indicated that price and proximity to home are key 

determinants for the location of the business. Once established, these businesses rely on the 

surrounding area to source workers and customers. Many businesses stated that encroaching 

residential development was a significant burden to their operations and moving out of their 

current location would be costly and may jeopardise business operations and future investments. 

Key findings from the business interviews included: 

• A significant impact from COVID-19 on supply chain, business costs and client demand has in 

turn affected performance and profitability for business - despite an optimism for the future, 

many are currently struggling with the administrative and rental costs of their businesses.  

• Once established, a strong sense of 'set and forget' about where they are located - it is clear 

businesses are not actively thinking about their site and its role in the business with any 

regularity. 

• Location was initially driven by proximity to the founder's home (and customers) - as the 

business grows, it is cemented to this area by drawing employees and customers from the 

local area. Employees and the lot size and logistics (building size, heavy transport access) are 

critical features, while access to customers, building design, and local services (food outlets, 

retail and services) are seen as nice to have but not essential. 

• For many businesses interviewed, increasing residential development in the area comes at a 

significant burden - a reduction in clients and suppliers in the area (through increasing land 

costs), fewer alternative sites for their business as it grows, and challenges around noise 

complaints, limited heavy vehicle access, and on-street parking. 

• If they had to move, a significant portion of the businesses reported that they may close, with 

a significant portion unsure of what they could do - there is a high cost in moving for many, 

while higher rental costs and the comparative advantage of their current site (low rent, 

proximity to key employees and customers) would make the business model untenable. 

Further insights from the in-depth interviews are given in Appendix C. 
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Key risks and opportunities 
The analysis and insights from the stakeholder consultations and business interviews, as well as 

the detailed data analysis, were used to identify eight potential risks that Greater Sydney and NSW 

may experience if there is not a suitable industrial lands management policy. Key NSW 

Government stakeholders identified that the biggest risks include a potential loss of key freight 

and logistics lands, and a sub-optimal freight network. Reduced diversity of local goods and 

services, urban services and industrial land job opportunities were identified as smaller risks. The 

risks were used to identify the economic rationale for policy intervention, which include: 

• minimising externalities 

• managing community resources 

• maximising productivity for Greater Sydney in the medium and long run. 

 

The potential risks and opportunities for Retain and Manage lands were considered in the absence 

of an industrial lands management policy for Greater Sydney. The risks to industrial land functions, 

and the economic rationale for policy intervention are provided in Table 1.3. 
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Table 1.3: Overview of the potential for market failure or strategic policy intent 

 

Source: Deloitte Access Economics (2021) 

 

Potential risks to functioning of Greater Sydney Economic rationale for policy intervention

Supporting 
community 
needs

• Optimisation of infrastructure use may be 
compromised due to potential out of centre 
developments in industrial areas

• 30 minute liveable cities could be harder to 
realise as some local community servicing 
businesses may not be able compete and could be 
displaced

• Reduced diversity of local goods and services, 
urban services and industrial lands job opportunities 

Minimise externalities: 

• Land use and planning decisions can create extensive negative externalities that 
aren’t managed by the market (noise, light, air quality, carbon emissions, 
congestion and crowding). 

• Loss of key freight and logistics areas can increase congestion and crowding
along major transport routes. Loss of industrial lands in urban centres has the 
potential to displace businesses and increase last mile inefficiencies.
Together these factors will further exacerbate congestion and contributed to 
increase pollution and emissions from transport. Furthermore, in the 
absence of policy framework to maintain sufficient buffer zones, local amenity of 
land uses near industrial areas may be impacted by noise, light, and air 
pollution.

Manage common pool resources: 

• Industrial lands are commonly characterised as low value uses. However, they 
are integral to the efficiency of urban systems. Policies can help mitigate 
underinvestment in low value industrial uses to optimise land use decision 
making and infrastructure planning. Policy intervention is needed to minimise 
potential for loss of public amenity and network inefficiencies as well as 
to reduce infrastructure costs, and maximise infrastructure use.

Maximise productivity for Greater Sydney in the long run: 

• Policy intervention can support private markets to maximise productivity gains 
over a longer time horizon. ‘Up-zoning’ of industrial lands could result in the loss 
of future option value for the use of industrial lands to meet Greater Sydney’s 
current and future business needs. A coordination failure could arise if current 
policies do not consider the future needs of Greater Sydney. 

• Policies can take into consideration the evolving role of industrial lands to serve 
emerging industries and mounting pressures from a growing population. Thus, 
minimising present bias which could result in underinvestment in low 
value industrial uses if the future potential of industrial lands to serve emerging 
industries and growing populations are not considered. This could exacerbate 
mis-match supply and demand in the future. 

Supporting city 
functionality 
and supply 
chains

• Potential loss of key freight and logistics areas, 
and freight network optimisation could be at risk 
(including the 30 minute freight cities)

• Increases in production costs could erode the 
competitiveness of industries 

Supporting 
economic 
resilience and 
current and 
future business 
investment

• Reduced options for suitable land in appropriate 
locations to support investment in a variety of 
existing and emerging business needs, which 
could arise from irreversibility of up-zoning 

• Encroaching competing uses could increase 
negative externalities (noise, pollution, congestion) 
between proximate users 

• Greater investment uncertainty for business, and 
increasing speculative or unproductive land holdings
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In additional to the potential risks, there are also other land use opportunities to consider. For 

instance, the absence of an industrial lands policy could support increased residential development 

in certain Retain and Manage industrial areas, which may bring  a range of costs and benefits to 

the city. 

For example, additional local housing supply in locations facing a high demand for housing could 

have a range of potential benefits, including: 

• Reduced commuting times as residents are able to live closer to work 

• Reduced reliance on car use, and increased use of public and active transport available 

• Access to better established amenities. 

However, these potential benefits need to be balanced against the risks and costs associated with 

the irreversible loss of industrial lands. Achieving the best overall net outcomes for Greater Sydney 

will rely on optimising the mix of land uses, balancing the residential, commercial, retail, and 

industrial needs spatially across the whole of Greater Sydney.  

The importance of industrial lands management policy 

A level of regulation may be required to balance the trade-offs and an effective industrial lands 

management policy could improve economic, social, and environmental welfare by: 
 

Reducing the potential for market failures now and in the future. This 
includes externalities that may arise from overcrowding, pollution, and congestion if 

key industrial areas for freight and logistics are lost, particularly for last mile 
freight. An effective industrial lands management policy supports in achieving an 
economically efficient outcome, where all costs and benefits (externalities), beyond 
private value (highest use, as measured by land value), are considered. 

 

Achieving a broader strategic intent. Regulation can help optimise land use and 

infrastructure planning by minimising the potential for coordination failure and 
asymmetric information between different parties. Even in the absence of market 

failure, industrial land management policy can support the government in achieving 
this broader strategic intent. 

 

Helping to secure NSW’s future economic potential. Industrial lands 
management policy can help ensure adequate industrial land is set aside to support 
the growth of future industries and secure NSW’s economic potential in the long 
run. 

 

Providing certainty to support the growth of current and future secondary 
industries. A planned approach to industrial land management provides 
productivity benefits for the urban system, which relies on certainty and strategic 

planning to support growth across a range of industries including construction, 
urban services, advanced manufacturing and food-technologies. 

Given the potential risks and market failures associated with not having an industrial lands 

management policy, and strategic aspirations for a global city such as Sydney, the future industrial 

lands policy should be one that is best aligned with the vision and objectives, while also making 

the most of opportunities. 

Overarching policy vision 

Given the market failures and broader strategic intent of NSW Government, there is a clear need 

for an industrial management policy for Greater Sydney. Consultation was undertaken with key 

stakeholders, which included government and industry representatives, and a panel of 

international experts, to support the research and analysis undertaken to develop the policy vision 

and objectives. Based on the technical evidence and consultation with key stakeholders, an 

overarching vision statement and multifaceted objectives were developed to inform the future of 

the policy. 
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The overall policy vision states that: 

“Industrial lands in Greater Sydney should provide employment and economic 

opportunities of local, district and state significance. To enable this, the industrial land 

management policy should maximise the productivity of industrial lands and optimise 

productivity over competing land uses across Greater Sydney. Industrial lands should be 

strategically located offering diversity of location, building and lot sizes, operational 

conditions, and affordability in a manner that fosters opportunities for business 

development and innovation. The local character of industrial lands should be enhanced to 

improve the amenity for workers and visitors.” 

Given the potential risks and market failures, and strategic aspirations for a global city such as 

Sydney, the future industrial lands policy should be one that is best aligned with the vision and 

multifaceted objectives outlined in Figure 1.2. 
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Figure 1.2: Policy vision and objectives 

 

Source: Deloitte Access Economics (2021) 

Overarching policy vision

Industrial lands in Greater Sydney should provide 

employment and economic opportunities of local, district 

and state significance. To enable this, the industrial land 

management policy should maximise the productivity of 

industrial lands and optimise productivity over competing 

land-uses across Greater Sydney. Industrial lands should 

be strategically located offering diversity of location, 

building and lot sizes, operational conditions, and 

affordability in a manner that fosters opportunities for 

business development and innovation. The local character 

of industrial lands should be enhanced to improve the 

amenity for workers and visitors. 

Securing industrial capacity 

Ensure there is sufficient land and allowable floor 
area, of the right types, to meet the State’s 

industrial need now and in the future.

Supporting sustainability policy 
aspirations

Industrial lands policy should align with 
government environmental objectives and 

community expectations including 
minimising commute and delivery times, 

enabling efficient freight and logistic 
networks and minimising environmental 

and social impacts.

Optimising diverse supply chains

Ensure that Greater Sydney’s freight 
network (including gateways and routes) 
and businesses access to intermediate 
goods and services are efficient and 

resilient and well supported by 
infrastructure.

Boosting economic activity to support 
current and emerging industries

Strategically important and well-located 
industrial lands should support the co-

location of businesses, Protecting Greater 
Sydney’s and NSW’s adaptive capacity to 

integrate both current and emerging 
industries can help secure Australia’s 

current and future economic prosperity.

Encouraging innovation

Ensure industrial lands and allowable floor 
areas are adaptable to the evolving needs of 
the economy, including the need for greater 
diversity and intensity of use and changing 

industry characteristics.

Providing business certainty

Ensure consistency and clarity regarding the 
function of each industrial area, including 
their economic relationship with activity 

centres, to send clear market signals that 
foster business investment and productivity.

Servicing population needs

Households and businesses should have 
access to the goods and services they need 

and access to local employment 
opportunities.
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Stylised policy scenarios 

Four stylised policy scenarios (including the current policy, which was treated as the base case) 

were developed in consultation with key NSW Government stakeholders. These scenarios were 

informed by  a review of industrial land management policies in other jurisdictions, to explore the 

costs and benefits associated with different industrial land management strategies. The four 

stylised scenarios are outlined in Table 1.4.  

In this report, a ‘precinct’ refers to a collection of Employment Lands Development Monitor (ELDM) 

precincts or industrial areas for the purpose of technical modelling.  

Table 1.4: Stylised policy scenarios for consideration 

Policy Scenario Description of assumed modelling approach 

Scenario 1:  

Current Retain 

and Manage 

Policy 

This scenario is the current Retain and Manage policy and the base case in this 

Review. The NSW Government sets the Retain and Manage policy area across 

Greater Sydney through the Greater Sydney Region Plan (GSRP) and District Plans. 

This provides certainty by retaining the lands for industrial uses and activities. 

Scenario 2:  

Classification 

approach 

This stylised scenario establishes a three-tier hierarchy of industrial areas within the 

Retain and Manage policy area. Classification of industrial areas would be based on 

their importance to urban functions and the significance in its contributions to the 

economy. 

It designates State industrial areas that are strategically located land linked to the 

national and state significant freight and logistics network, connected to trade 

gateways, or is the location of major utilities. These areas would be protected from 

incompatible land uses to give certainty around allowed activity on industrial lands 

that is crucial to the national and state supply chains. It enables continual growth in 

freight, logistics and manufacturing investment, and to service critical infrastructure 

and networks. 

It designates District industrial areas that provide a district-wide function, or a 

significant contribution to the district’s employment and economic activity. They may 

serve broader city functions or support activities which benefit from the scale of 

these areas, offering the opportunity to transition to a broader range of industries 

and employment opportunities with higher amenity for workers and economic 

vibrancy. These areas would exclude residential, or retail uses that are ordinarily 

located in a centre. 

It designates Local industrial areas that provide for a range of local industrial and 

urban services that support local communities. These are likely to be smaller 

businesses and trades operating to serve the local area. Within the Retain and 

Manage policy area, there should be a presumption that they be retained for 

industrial or employment purposes unless identified in council’s LSPS for an alternate 

purpose or additional non-industrial uses. This provides some local flexibility and 

greater diversity of uses, including residential at selected sites.  

State and District industrial areas would be defined and designated in the Greater 

GSRP and District Plans. 

Scenario 3:  

Functional 

typology 

approach 

This stylised scenario defines the primary function and assigns a typology or 

strategic importance for each industrial area in the Retain and Manage policy area. 

There are three primary functional types of industrial areas considered:  

(i) freight and logistics,  

(ii) urban services and  

(iii) industrial and creative uses.  

Any industrial areas that are not assigned with a primary functional type would be 

recognised as having diverse uses. 
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This supports higher employment intensity, and the identification of industrial area 

typologies allow councils to come together to manage strategic industrial land 

priorities across Districts in collaboration with NSW Government.  

Industrial areas are assigned a functional typology in the GSRP and District Plans. 

Scenario 4:  

Market-led 

approach 

This stylised scenario allows market forces to determine land use change within 

industrial areas in the Retain and Manage policy area on a case-by-case basis, with 

Local Governments making determinations and a NSW Government role limited to 

Gateway Determinations. It provides significant local flexibility to allow rezoning of 

industrial lands to residential and commercial office uses. Where land is rezoned, it is 

assumed that the whole industrial areas would transition to other non-industrial 

uses. 

 

The following key assumptions were developed to model the scenarios: 

• Under Scenario 1, all 159 Retain and Manage industrial areas within the Retain and Manage 

policy area are retained, and it is assumed that additional residential or commercial uses 

remain largely prohibited throughout the forecast period. 

• Under Scenario 2, 25 precincts are designated as State industrial areas based on their 

contribution to freight and utilities functions in Greater Sydney. These industrial areas will be 

protected, and their land use trajectory will be based on current Retain and Manage policy 

settings. In addition to State industrial areas, nine District industrial areas are identified as 

accounting for a high share of economic activity or employment in the district. The remaining 

industrial areas are designated as Local industrial areas. While both District and Local industrial 

areas can be rezoned to allow residential and commercial developments, District industrial 

areas are subject to rezoning at slower rates compared to Local industrial areas. 

• Under Scenario 3, industrial areas are designated into three functional typologies based on 

their current use and strategic importance to each industrial area within the Retain and 

Manage policy area. They include 25 freight and logistics industrial areas (as per Scenario 2), 

22 industrial and creative uses industrial areas, and 18 urban services industrial areas. The 

remaining industrial areas will not have a designation in the GSRP and District Plans and 

continue undefined as diverse uses. Where a dominant precinct function has been defined, the 

area has a greater propensity to attract and retain additional employment in the defined land 

use type. However, that does not preclude other uses from locating within the area, thereby 

encouraging agglomeration and diversity of use. 

• Under Scenario 4, industrial areas that are protected through existing planning instruments, 

such as the Infrastructure and Transport State Environmental Planning Policy (SEPP), will not 

be rezoned and continue to remain focused on industrial and allied functions. All other Retain 

and Manage industrial areas are subject to potential rezoning (either commercial office or 

residential) dependent on feasibility and market demand. 

It is important to note that these scenarios are stylised and designed with enough distinction for 

the CBA modelling to understand the likely effect of a policy change. If a particularly policy 

approach is to be adopted and implemented, it will be crucial to undertake a detailed policy design 

process with a rigorous evidence based process to categorise precincts and land typologies in 

consultation with relevant stakeholders. Further details on the scenario modelling approach and 

technical selection criteria can be found in Appendix A. 

Analytical framework 

Cost-benefit analysis (CBA) was undertaken to support the evaluation of each stylised policy 

scenario. CBAs use a systematic and evidence-based approach to understanding the key economic, 

social, and environmental costs and benefits (qualitative and quantitative) for stakeholders. CBA is 

the preferred technique to support decision makers in identifying the best means to improve social 

welfare and assess competing proposals.  
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As key inputs into the CBA (see Figure 1.3), this technical analysis relied on land use modelling 

using Deloitte’s Residential, Employment and Land use Model (REALM), which estimates the 

potential changes to land use profiles and associated job and population movements under each 

stylised policy scenario.  Outputs from REALM are used as inputs in the Transport for NSW 

(TfNSW) Strategic Travel Model (STM) to capture the resultant travel demand and time impacts 

associated with changes to land use patterns across the stylised scenarios. Appendix B includes 

detailed information about the STM, and key model outputs across the scenarios.  

Figure 1.3: Modelling approach 

 

Source: Deloitte Access Economics (2022). 

Land use modelling 

Based on differences in the allowable land uses on Retain and Manage industrial lands across the 

stylised scenarios, land use modelling was undertaken to determine the likely impact of each 

scenario on the spatial distribution of residential and employment land uses across the Greater 

Sydney area.2 

REALM simulates shifts in the residential and employment lands market by considering demand for 

land uses, and supply and capacity of land (see Figure 1.4). 

 

2 The modelling is undertaken at the individual Travel Zone (TZ) level. Travel zones are geographic units 
defined by Transport for NSW (TfSNW) and used specifically for transport modelling and assessment of policy 
changes.  

TfNSW Strategic Travel Model (STM)

Key outputs from STM
Geography
Sydney Greater 
Metropolitan Area (33 LGAs 
considered in CBA)

Time
2031, 2041, 2051

Transport modes
7 modes of transport: Car 
– driver, Car - passenger, 
Bike, Rail (including train 
and metro), Taxi, Bus, 
Walking

Outputs
Number of trips within a 
24-hour period as well as 
trip distances and travel 
times for each mode, by
origin-destination SA2 pairs

Purpose
9 trip purposes, including 
work, business, primary 
education, secondary 
education, tertiary education, 
shopping and other

STM tests the changed land-use assumptions from REALM 
(redistributed population and employment) under each 

policy scenario and estimates changes in travel time and 
trips by mode of transport. 

REALM estimates the potential changes to land-use profiles and 
associated job and population movements under each stylised 

policy scenario.

Deloitte’s Residential, Employment and Land-use Model 
(REALM)

Cost Benefit Analysis

Estimates the net benefit/cost 
of each policy scenario

Uses key outputs from REALM 
and STM, as well as other 
parameters to estimate the 
costs and benefits associated 
with each stylised policy 
scenario.
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Figure 1.4: Modelling approach to determining future land use distributions, using REALM 

 

Note: In this figure, “Region” refers to an individual travel zones (TZ), the level at which this analysis was conducted. 

Constraints include factors such capacity, rate of employment up take, absorption, and land and floor space requirements for 

each land use. Source: Deloitte Access Economics (2022). 

The modelling assumes that the total number of jobs and residents across Greater 

Sydney Metropolitan area and Central Coast, under each scenario, remains fixed to 

ensure consistency with NSW Common Planning and Forecasting Assumptions.3 That is, 

total population and jobs in NSW are consistent across all scenarios, and REALM is focused on the 

spatial redistribution of jobs and residents only. 

The land use modelling shows the following redistributive population effects across Scenarios 2, 3 

and 4 relative to the base case (Scenario 1): 

• Under Scenario 2, it is assumed that selected Retain and Manage industrial areas can be 

rezoned for residential use, leading to a shift in population from Central City and Central Coast 

(‘Other’) into Eastern City and South District. 

• Under Scenario 3, there are no population shifts as it is assumed that all Retain and Manage 

industrial areas, with defined uses, remain focused on industrial activity. 

• Under Scenario 4, it is assumed that rezoning of industrial lands for residential uses will occur 

at a higher rate compared to Scenario 2 as there is limited restrictions on where they may 

occur. This leads to a shift in the population from Central City, Western City and Central Coast 

to Eastern City, North District and South District.  

In addition to the following population shifts, the land use modelling shows the following 

redistributive employment effects across Scenarios 2, 3 and 4 relative to the base case (Scenario 

1): 

• Under Scenario 2, total employment is assumed to be lower in South District and Eastern City 

compared to the base case. This allows for increased residential development on local and 

District industrial areas in these districts, which subsequently reduces the available land for 

employment uses including industrial. Consequently, employment shifts to Central City and 

North District.  

• Under Scenario 3, total employment is assumed to shift from South District and Western City 

to North District as more diverse use industrial areas can support additional commercial uses, 

and businesses have increased flexibility in where they would locate.  

• Under Scenario 4, employment is expected to shift by the largest magnitude between 

Districts, as rezoning of industrial lands for residential and commercial purposes is highest in 

 

3 The modelling uses TfNSW TPA employment forecasts (TZP19) and DPE Population Projections (PP19). 

Permissible uses

CapacityFuture needs

Preferences

For each region, determine 

the level of employment over 

the forecast period based on 

the interaction between 

supply and demand 

characteristics. Demand and 

supply was matched for 

housing.

Market simulation

Demand Supply

Note: In this figure “region” refers to individual travel zones, the level at which this analysis was conducted.

Define a series of region-specific 

constraints informed by available 

land and employment data to 

determine how employment moves 

under each option. Capacity for 

residential and office developments 

are determined using existing or 

expected floorspace ratios for each 

region. 

Under each option, define the list of 

permissible uses. This will determine 

the types of industries, land uses 

and jobs that can operate within 

each region. Residential and 

commercial feasibility was 

considered.

Using detailed historic land values 

data by use type, the model 

determines the relationships 

between values and certain regional 

characteristics. Preferences for 

residential and commercial office 

land are also estimated using 

historic values and access to jobs 

and skilled workforce, respectively.

The model uses TPA industrial 

employment forecasts (converted 

into generalised land-use 

categories) as well as population 

forecasts to determine future land-

use demand and pressures.
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this scenario. The modelling assumes that there will be a shift in employment from South 

District to Eastern City, Central City, and Western City.  

The shifts in population and employment between Districts relative to the base case are shown in 

Chart 1.1 and Chart 1.2 respectively. Note that the vast majority of shifts will occur within each 

District, and that these shifts are balanced out when reporting at the district level. 

Chart 1.1: Change in population by District relative to the base case by scenario (2051) 

 

Source: Deloitte Access Economics modelling using REALM (2022). ‘Other’ refers to Central Coast. 

Chart 1.2: Change in employment relative to the base case by District (2051) 

 

Source: Deloitte Access Economics modelling using REALM (2022). Note: while total employment deviations are presented here 

for simplicity, the modelling is based on employment changes by detailed land uses, including bulky goods, freight and 

logistics, general industries, heavy industries, light industries, offices, other retail, urban services, and other uses. 

Cost-Benefit Analysis framework 

The CBA has been prepared in line with the NSW Treasury Guidelines, and has identified key 

economic, social, and environmental costs and benefits for key stakeholders, including the 

government, industry, and the broader community. Table 1.5 below provides an overview of the 

costs and benefits considered as a part of the CBA. 

Note that the net impact (across Greater Sydney) of a change to the Retain and Manage policy 

may vary based on the stylised scenario modelled. As such, the potential costs and benefits may 
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be either a cost or a benefit depending on the scenario. This is largely driven by the policy settings 

underpinning each stylised scenario. 

Table 1.5: An overview of the costs and benefits framework 

Cost/Benefit Description Stakeholder(s) 

Costs   

Planning 

proposal related 

costs 

A change from the current Retain and Manage policy could 

provide less certainty for the community, councils, industry 

and landowners given the future potential for the land to be 

rezoned for non-industrial land uses. This could lead to higher 

planning costs compared to the current system as developers 

invest additional resources to support rezoning proposals. 

Developers 

Freight and 

logistics cost 

increases 

A change from the current Retain and Manage policy that 

shifts freight and logistics land uses could also affect freight 

movements. These changes to freight trips and distances 

could have direct impacts on the environment,4 vehicle 

operating costs, travel times, road damages, and road safety 

costs.  

Public/ 

communal 

Productivity 

costs from 

reduced business 

co-location 

Changes in the future employment distribution that reduce the 

co-location of businesses in similar sectors or efficiency in the 

supply chain, could lead to lower business productivity.5 

Public/ 

communal 

Site remediation 

costs 

Site remediation costs arise as the site is repurposed to enable 

the transition from industrial to non-industrial land uses. This 

includes costs from site remediation and on-site infrastructure 

provision (e.g. storm water, drainage, and public space 

provision). 

Developers, 

Producers 

Business 

relocation costs 

If industrial land is rezoned or suitable land is not available in 

an appropriate location, existing business may need to 

relocate to more suitable industrial lands.  

Producers 

State and council 

implementation 

related costs 

The NSW Government is likely to incur costs to any changes 

to the Retain and Manage policy and similarly for Local 

Government with the transition process. 

Government 

Loss of option 

value 

Industrial lands could be used in the future to support existing 

and emerging industrial activities. The option value reflects 

the value that is placed on maintaining or preserving 

industrial lands for future employment and economic value 

generating uses. The loss of industrial lands would 

consequently result in the loss of the future option value. 

Public/ 

communal, 

Producers 

Out-of-centre 

development 

Out-of-centre residential, retail or non-industrial employment 

development may occur on industrial lands if they are rezoned 

to allow non-industrial activity, or if permissible uses and 

planning controls are too broad within an industrial area.  

Producers 

 

4 Environmental effects include greenhouse gas (GHG) emissions, air pollution, noise, water pollution, and 
nature and landscape. 
5 The change in productivity results from: increased transportation costs as firms locate further away from 
suppliers and customers (decreased market access), increased costs from inability to share infrastructure, 
facilities, suppliers and workers (economies of scale and scope), decreased ability to specialise, and decreased 
knowledge exchange across firms (labour market spill overs), which collectively reduce innovation and 
decrease productivity. 
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For instance, out-of-centre high-impact retail (e.g. full line 

supermarkets or shopping centres) or residential 

developments with poor access to major public transport may 

adversely impact the optimisation of key transport 

infrastructure (e.g. Sydney Metro) designed to facilitate the 

growth of Greater Sydney. 

Speculative land 

holding 

Speculative land holding may arise when landholders retain 

land with the expectation that it can be rezoned for a higher-

value use in the future (e.g. residential). If the industrial lands 

policy is unclear, it may lead to an increase in speculative or 

unproductive land holdings preventing the productive 

utilisation of industrial lands. 

Developers, 

Producers 

Potential costs of 

policy alignment 

Changing the Retain and Manage policy could be a significant 

policy reform that has the potential to impact on other NSW 

Government policies and objectives. Consequently, the NSW 

Government is likely to incur costs in reviewing and 

responding to the proposed policy changes and ensuring 

alignment with other policy objectives. 

Government, 

Public 

Benefits   

Commuter and 

leisure trip 

savings  

Altered employment and economic activity distributions will 

impact commuter and leisure trips. Jobs that are located 

closer to workers would decrease commute and personal trip 

times (and vice versa). These changes to passenger trips 

could have direct impacts on the environment, vehicle 

operating costs, travel times, road damages and road safety 

costs. 

Public/ 

communal 

Business benefits 

from better 

locations   

The benefits to business are difficult to measure directly and 

may be proxied through changes to land values. Land value 

represents a particular  business’ willingness to pay to locate 

in a particular site, and a higher willingness to pay suggests 

that the business is able to generate higher output compared 

to other users on the same site and increase the producer 

surplus generated on the site. 

Producers 

Resident benefits 

from housing 

opportunities  

There are potential benefits to consumers from having more 

residential housing in inner city industrial lands as Greater 

Sydney is facing increased pressure for housing. The value that 

consumers derive from locating in and living in different 

locations is proxied by the changes to residential land values.  

Consumers 

Social 

infrastructure 

savings  

A change in the distribution of employment or economic activity 

could change the ways in which existing (and planned future) 

infrastructure, such as schools, parks, libraries, and public halls 

are utilised.6 The community requires access to population-

serving facilities to support the achievement of 30-minute 

cities. 

Government 

Note: The rows highlighted gray represent qualitative benefits. 

 

6 Note that as health infrastructure serve the broader district, and there are limited population redistributions 
at the district level, it is assumed that health infrastructure is unaffected across the scenarios. 
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Results of the Cost-Benefit Analysis 

The CBA results across the stylised scenarios are summarised in Table 1.6. The table shows the 

Net Present Value (NPV) of the cumulative net benefits (from 2022 to 5051) under each scenario 

compared to the base case of current policy settings. 

The results are indicative of the potential benefits and costs associated with the stylised 

scenarios, which are likely to be further refined as the policy is further developed. 

Based on the CBA modelling, Scenario 2 is expected to result in the highest net benefit to 

NSW, with a cumulative benefit of $78 million relative to the base case.  

The key benefits under Scenario 2 derive from the following key categories. 

• Benefits to residents from housing opportunities, equalling $954 million. As residents 

move from Central City, North District, and other parts of Greater Sydney into Eastern City and 

South District, they will derive value from being located closer to the inner city. This is proxied 

by an uplift in the land value, which is expected to equal $160 per square metre, or $5,400 per 

resident moved. This value uplift reflects the current preferences placed by residents on living 

in these locations in Greater Sydney. However, it is possible for resident preferences to shift in 

the future as amenity and liveability improve across Greater Sydney. 

• Business benefits from being able to locate in better locations, equalling $33 million. 

This captures benefits such as being able to locate closer to suppliers and customers and 

attracting a better pool of workers. This benefit is expected to accrue predominantly to 

commercial offices as there is a shift in office jobs from Canterbury-Bankstown to Sydney as 

land is rezoned. In contrast, industrial, freight and urban services businesses are expected to 

be worse off as they are relocated from Eastern City and South District into Western City and 

Central City.  

The key cost under Scenario 2 is the cost increases associated with disruptions to the 

freight and logistics network, equalling $693 million. Under Scenario 2, the additional costs 

associated with longer freight trips outweigh the cost savings from shorter commuter trips. While 

the key freight and logistics industrial areas are designated as state industrial areas, and protected 

under Scenario 2, other freight-oriented jobs will shift from Eastern City and South District to 

Central City and Western City. This is expected to increase the freight distance travelled, and lead 

to higher vehicle operating costs, time costs, and environmental costs.7 

Scenario 3 is expected to generate a net cost of $56 million. This scenario does not include 

residential benefits as industrial land cannot be rezoned to support residential uses. The key 

benefit under Scenario 3 are higher benefits to businesses from being able to locate closer to 

suppliers and customers and attracting a better pool of workers. However, these benefits are 

offset by the higher costs associated with longer commuter trips and disruptions to the freight 

network. 

Scenario 4 results in a net cost of $365 million, driven in large part by significant disruption to the 

freight network, and increased commuter trip costs. Scenario 4 is expected to be the most 

disruptive to the existing freight network, and any potential benefits from additional residential 

developments will be more than offset by higher freight costs. 

  

 

7 As Light Commercial Vehicles (LCVs) are not captured through TfNSW STM, any costs for LCVs are proxied 
through an increase in last mile delivery costs, proportional to the additional distance travelled by freight 
vehicles.  
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Table 1.6: Summary of costs and benefits relative to base case (PV 2022 to 2051, $million) 

 Scenario 2 Scenario 3 Scenario 4 

Planning proposal related costs  -$95 -$5 -$162 

Commuter trip cost savings  

(environmental costs, vehicle operating costs, time savings, 

road damages, and road safety costs) 

-$84 -$85 -$169 

Car related cost savings $21 $21 $97 

Public transport related costs  -$105 -$106 -$266 

Freight and logistics cost increases  

(environmental costs, vehicle operating costs, time savings, 

road damages, last mile delivery and road safety costs) 

-$693 -$69 -$2,187 

Business benefits from better locations  

(producer surplus proxied by land values) 
$33 $108 $152 

Industrial, freight, and urban services land uses -$86 $0 -$280 

Commercial office uses $99 $98 $407 

Other employment land uses $21 $7 $27 

Resident benefits from housing opportunities  

(proxied by residential land value) 
$954 $0 $2,133 

Site remediation cost increases -$45 -$2 -$134 

Social infrastructure cost savings  

(includes schools, parks, libraries, and public halls) 
$12 $0 $13 

Business relocation cost increases -$5 -$3 -$10 

State and council implementation costs $0 $0 $0 

Total net benefits (excl. wider economic benefits) $78 -$56 -$365 

    

Wider Economic Benefits8    

Additional foregone productivity benefits -$219 -$42 -$335 

Total net benefits (incl. wider economic benefits) -$141 -$98 -$700 

Source: Deloitte Access Economics (2022). Note: Negative values represent a cost/disbenefit compared to the base case. 

Positive values represent a benefit/cost saving compared to the base case. The results are indicative of the potential benefits 

and costs associated with the stylised scenarios, which are likely to be further refined as the policy is further developed. 

CBA sensitivity analysis 

Sensitivity analysis was undertaken to show how certain changes in key variables will affect the 

overall costs and benefits. The sensitivity analysis undertaken is inherently partial in nature (eg. 

land use modelling using REALM, and TfNSW STM were not re-run on the commuter trip and 

freight impacts for the sensitivity analysis) given time and modelling constraints. Consequently, 

this sensitivity analysis is only intended to provide high level estimates on the direction and 

potential magnitude of certain changes in the CBA. 

E-commerce and parcels delivery 

Freight and logistics costs are the largest cost item across the scenarios. The sensitivity analysis 

considers a faster rate of parcel growth, at 10% per annum from 2022 to 2030, in line with 

 

8 Wider economic benefits are excluded from the central net benefit results in line with NSW Treasury 
Guidelines and reported ‘below the line’. 
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historic growth rates,9 and a slower rate of parcel growth, at 3% per annum. This compares to the 

central case assumption that parcel demand will increase by an average of 5% per annum from 

2022 to 2030, before stabilising at 68 parcels per person per annum.  

A higher parcel growth rate would lead to higher last mile delivery costs, with Scenario 2 

consequently generating net costs for NSW. These results are relatively modest, and partial, as it 

does not assume changes in freight volumes by heavy vehicles, which is fixed to the TfNSW 

forecasts of freight volumes. 

Discount Rates 

The central CBA results are estimated using a discount rate of 7% and the sensitivity analysis is 

undertaken based on a discount rate of 3% (low) and 10% (high). Under the lower discount rate, 

Scenario 2 is expected to represent a net cost for NSW. This results from a lower discount rate 

placing more weight on the costs associated with longer commuter trip and freight trips, which are 

higher towards the end of the modelling period as more residents and jobs are displaced. 

Similarly, the overall result for Scenario 4 is also more negative. 

Table 1.7: Summary of sensitivity analysis (PV 2022 to 2051, $million) 

Sensitivity Value Scenario 2 Scenario 3 Scenario 4 

Central 7% discount rate, 5% pa 

parcel growth 

$78 -$56 -$365 

Parcel Growth High (10% pa parcel growth) -$88 -$80 -$909 

Low (3% pa parcel growth) $134 -$50 -$188 

Discount Rates High (10%) $107 -$30 -$97 

Low (3%) -$98 -$115 -$1,322 

Source: Deloitte Access Economics (2022). Results are shown for net benefits excluding lost productivity benefits.  

Other sensitivity analyses that could be considered in future research include: 

• How different criteria for segmenting industrial areas (under the classification approach) could 

affect results 

• How the results are likely to be affected by the new employment zones framework 

• How the results could potential shift if the total employment and population in NSW is allowed 

to vary (relaxing common planning and forecasting assumptions) 

• How COVID-19 and the impacts of emerging structural factors could affect results. 

Limitations of CBA framework and implications 

Like any other evaluation framework, there are some limitations that should be recognised and 

considered for its potential implication in detailed policy design and implementation. Additionally, 

the scope of how the scenarios were modelled should be accounted for when interpreting TfNSW 

STM outputs. 

• Commuter trip cost savings is estimated using transport modelling from TfNSW STM: 

The STM takes employment and population projections at a small area level (travel zone) from 

REALM (land use modelling provided by Deloitte access Economics), for each scenario, and 

estimates changes in travel time and trips by mode of transport. The stylised policy scenarios 

do not consider potential changes in network investment to account for differences in travel 

patterns and structural changes (arising from COVID-19, for instance) were out of scope of the 

modelling and this Review.  

• Modelling feedback loops associated with an inefficient freight network is limited: 

Given time constraints for the project, the Deloitte Freight Model (DFM) has been used to 

estimate freight movements under each scenario. The DFM is informed by and calibrated to 

 

9 Pitney Bowes (2021), Parcel shipping index 2021. 
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telematics truck movement data and estimates the change in freight activity resulting from 

changes in key industrial land uses. DFM is not integrated with TfNSW STM, and there are no 

feedback loops in the modelling framework. This means that under a scenario where there are 

greater number of trucks on the road or longer truck trips, the CBA will underestimate the 

impact on commuter (car) trips, since the transport modelling  is not fully accounting for trucks 

adding to congestion in the Greater Sydney network.10  

• Land values reflect current locational preferences of residents and businesses, which 

may change in the future: The value residents and businesses place on being in a particular 

location is measured in the CBA by land value differentials for specific land uses and regions in 

Greater Sydney. This is measured at a point in time and these preferences may evolve over 

time, which may impact future land values for residential and industrial areas. For industrial 

lands, the response of land prices to supply conditions has not been explicitly captured in the 

modelling, and the difference in land values between residential and industrial could be 

overstated. 

• There could be some overlap in land value as a measure of benefits to residents, and 

commuter cost savings: The use of land value introduces a potential risk of double counting 

with the cost savings associated with shorter commuter trips, if access to transport is one of 

the key amenities that determines property prices and is capitalised into property and land 

values. The existing evidence in the literature is mixed on the degree to which this is likely to 

occur. 1112 

• Long term impact of COVID-19 and emerging structural factors are unclear and were 

not modelled: The forecasts used in all scenarios (and the base case) have been modelled 

using TfNSW Travel Zone Projections 2019 (TZP19), and DPE Population Projections (PP19). 

The long term impacts of COVID-19 on population and supply chain patterns have not been 

explicitly considered and not modelled for this Review. Similarly, scenarios to capture other 

macroeconomic or structural factors, including net zero commitments and climate change, 

were not in scope of this Review. 

• Total jobs and population across the Greater Sydney Metropolitan area and Central 

Coast are assumed fixed across scenarios: It is assumed that any employment that is lost 

from industrial lands can relocate elsewhere in Greater Sydney. In practice, there are industrial 

functions that cannot be achieved outside of specific locations. such as those that may need to 

be near the Port, Airport, or the CBD, or may choose to locate outside of Greater Sydney if the 

appropriate land is not available. 

• Limits to what can be quantified within the CBA framework, and care should be taken 

when interpreting headline results: CBAs are limited by what can be readily monetised, in 

line with NSW Treasury Guidelines. Some aspects that have not been quantified in the CBA 

include: 

– Uncertainty: There could be greater investment uncertainty in the absence of suitably 

located industrials. Lack of policy certainty and clarity could also increase speculative or 

unproductive land holdings – this effect is, at least in part, quantified by increased planning 

proposal costs. 

– Option value: Retain and Manage industrial areas provide appropriate lands to support and 

enable NSW’s current and future infrastructure, and support of existing and emerging 

business needs. The potential loss of Retain and Manage lands could be irreversible, 

adversely impacting (1) operational requirements (e.g. floor height, truck accessibility) and 

(2) affordable spaces for new businesses/start-ups and creative industries. 

– Optimisation of infrastructure use: Given infrastructure is a sunk cost, and not included in 

CBAs, it is not readily possible to consider the extent to which existing or planned 

 

10 TfNSW did not review the Deloitte model or any associated modelling reports. However, TfNSW were 
provided with an overview of the model and results, and TfNSW agreed that the model is suitable for the 
purpose of the assessment, and that the results were reasonable. 
11 Hilber, C., 2011, The Economic Implications of House Price Capitalisation: A Survey of Emerging   
Literature, Spatial Economics Research Centre, Discussion Paper 91, London School of   
Economics. 
12 Albouy, D., 2009, What are cities worth? Land rents, local productivity, and the capitalisation of amenity  
values, Working Paper 14981, NBER, Cambridge, MA. 
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infrastructure investment may be compromised due to potential out of centre 

developments in industrial areas. 

• Distributional and equity considerations are not fully considered: While CBAs present 

an overall aggregated view of net benefits to NSW, the framework does not explicitly consider 

the equity impacts of the scenarios. The policy changes could result in uneven incomes 

(income and wealth inequality) depending on business and household characteristics. For 

instance, commercial office businesses are likely to benefit because of moving to better 

locations at a cost to industrial, freight, and urban services businesses.  

Given the above, it is important to consider both the broader qualitative and quantitative evidence 

base in any policy and decision making process. 

Multi-Criteria Analysis 

A Multi-Criteria Analysis (MCA) was undertaken, as a complement to the CBA, to gather NSW 

Government stakeholder input on scenarios using a range of criteria that allowed each stylised 

policy scenario to be assessed on more than just financial metrics. A set of 10 criteria was 

developed under two key themes (See Table 1.8).  

It is important to note that the MCA is only a summary of the NSW Government 

stakeholder views and is not a substitute for the full CBA. 

Table 1.8: Overview of MCA themes and criteria 

Theme No. Criteria 

Design and implementation 

1.  Ease of implementation 

2.  Cost effectiveness 

3.  Unintended consequences 

Alignment with policy objectives 

4.  Supporting sustainability outcomes 

5.  Optimising supply chains 

6.  Servicing population needs 

7.  Securing industrial capacity 

8.  Optimising economic activity 

9.  Supporting innovation 

10.  Providing business certainty 

Source: Deloitte Access Economics (2022). 

Scenario 1 scored the highest across both criteria themes, making it the highest rated policy. 

Scenarios 2 and 3 were scored relatively similarly, with Scenario 2 having a slightly higher score. 

Scenario 4 was rated the lowest.  

When applying subjective weights (which represent how important, according to NSW Government 

agency participants, each criterion is in assessing the stylised policy scenarios) to each criterion, 

the findings remained consistent with the unweighted MCA results. The MCA results are given in 

Chart 1.3. 
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Chart 1.3: Ranking of poilcy scenarios under MCA 

Unweighted 

 

Weighted 

 

Source: Deloitte Access Economics (2022). 

Key findings and considerations for policy design 

Based on the summary of qualitative and quantitative evidence, there are several important 

considerations for the future industrial lands policy: 

1. There are net benefits to updating the current policy, but it is important to protect 

critical industrial lands. The CBA results and stakeholder inputs suggest that there are 

strategic merits to improving the current policy. However, the CBA result, and the quantitative 

and qualitative evidence, supports the notion that critical industrial lands, such as freight and 

logistics, and critically located lands, must be protected into the future. 

 

2. There are net benefits that could arise from flexibility allowing some current Retain 

and Manage industrial areas to transition to non-industrial uses, however, there are 

significant trade-offs and risks that need to be carefully managed. The CBA results for 

Scenario 2 and 4 (which allowed residential uses) show that there are residential benefits that 

could be gained from allowing housing on industrial land, reflecting the housing needs of 

Greater Sydney. There are, however, significant trade-offs and potential risks to consider, 

including disruptions to the commuter and freight networks, and costs associated with site 

remediation.  
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3. Tipping points and thresholds are important, and general equilibrium (whole of 

economy) analysis can provide clarity and overcome some of the limitations of a CBA 

framework. The analysis in adopting a conservative position, assume that there is no ‘job 

destruction’ and only ‘job displacement’. However, it is possible that tipping points and 

thresholds might be crossed, where it is no longer commercially feasible for some businesses 

to operate and this would impact the efficient functioning of parts of Greater Sydney. This 

could mean NSW jobs and economic growth is lower than the controlled totals adopted in this 

technical analysis. CBA alone cannot not answer these whole of economy impact questions. 

 

4. The future policy must align with the policy vision and objectives, and not 

fundamentally undermine industrial land functions. There are key functions that Retain 

and Manage industrial areas perform, and in order to minimise potential risks to these 

functions and reduce potential market failures, the future policy must align with the policy 

vision and objectives. Consequently, this means that Scenario 4 is not viable, with significant 

costs imposed on NSW residents and businesses. Scenarios 2 and 3,  have merits that align 

with the policy vision and objectives. 

 

5. There is a strong need for NSW Government to provide better guidance to Local 

Government, and clarity to the market. Stakeholder engagement with Local Government 

has clearly shown that there is lack of clarity around current policy settings. A future policy 

should provide clear principles and guidance to councils that enables the consideration of 

industrial lands beyond Local Government boundaries and allows for the strategic management 

of industrial lands at a District-level. 

 

6. A classification approach has the potential to improve on current policy settings. 

Scenario 2 has a positive NPV of $78 million from 2022 to 2051, suggesting it is a net benefit 

improvement on the current policy. As such, there is merit in identifying state industrial areas 

that align with state infrastructure and have national economic significance (such as gateways 

and utilities), District industrial areas that play a vital role in the functioning of the city and 

NSW, and local industrial areas. Adopting a cautious approach in the classification process (see 

Consideration 9) is important as the net benefit improvement on the current policy is sensitive 

to impacts on the freight and passenger transport network and future housing provision. 

 

7. A review of Plan and Manage and Review and Manage policies is recommended to 

ensure consistency of industrial lands management across Greater Sydney. The scope 

of the current review is limited only to Retain and Manage industrial areas. This inherently 

limits the CBA and land use modelling analysis undertaken. For policy consistency, it is 

important that the update to the GSRP also considers how Plan and Manage and Review and 

Manage policies should be updated to be aligned with the future Retain and Manage policy.  

 

8. Better data gathering and monitoring of industrial lands will be fundamental to the 

success of the future policy. There is limited data on how industrial lands are currently 

being used. The best available data is the Employment Lands Development Monitor (ELDM) 

maintained by the Department of Planning and Environment (DPE). Being able to measure and 

analyse how industrial land is used will assist in monitoring the future policy and its success 

against the policy vision and objectives. Key metrics that should be measured and made 

available include tenants and owners, market indicators, freight access and use, and economic 

output. 
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9. Future industrial land classifications should consider stakeholder views and future 

economic, transport, and environmental impacts. As part of this technical analysis, a 

data-driven approach was used to determine the industrial land classifications for each stylised 

scenario tested in the CBA. Further, Retain and Manage lands were classified in isolation, 

without consideration of the Plan and Manage, and Review and Manage policy areas. 

Consequently, the classifications underpinning this technical analysis should be considered 

stylised and theoretical. Further engagement and consultation with NSW Government 

agencies, Local Government, and other stakeholders will be key in refining the classifications 

and the land in which they apply, ensuring that they are appropriate and fit-for-purpose. The 

NSW Government led process should consider factors including alignment with strategic 

planning priorities, the transport, environmental, and economic implications of the 

classifications, industry linkages and supply chains at the District and State levels. 
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Appendix A: Scenario 

modelling assumptions 

Table A.1 summarises the key assumptions that were used to determine the designation of Retain 

and Manage industrial lands across the scenarios. The assumptions, and consequent 

classifications, are intended to be stylised and for modelling purposes only. For the 

purposes of this report, precinct refers to a collection of ELDM precincts or industrial areas for the 

purpose of technical modelling.  

Table A.1: Stylised approach to precinct classification across scenarios 

Scenario Modelling criteria for classification 

Scenario 1 

Current Retain 

and Manage 

policy 

Industrial areas (ELDM Precincts) currently designated as a Retain and Manage 

industrial areas remain protected, with the focus on industrial uses maintained. 

Scenario 2 

Classification 

approach 

State industrial areas are strategically located land of major industrial areas linked to 

the freight transport network, location of trade gateways and major utilities. They form 

critical parts of the national supply chain, international and inter/intra-state logistics 

ecosystem, and include areas adjacent to trade gateways, or a site for a specific 

industry need due to its location. 

 

They are classified based on strategic importance, or accounting for a significant level of 

freight employment, or truck movements in Greater Sydney. 

 

District industrial areas generate significant employment and economic activity for 

the city/District. They may serve broader city functions or support activities which 

benefit from scale with some precincts offering opportunity to transition to a broader 

range of employment opportunities offering a higher amenity to workers and economic 

vibrancy. 

 

They are classified based on the level of precinct employment or Gross Value Added 

(GVA), either in aggregate or for specific land uses, as a share of total district activity. 

 

Local industrial areas provide for a range of local industrial and urban services that 

support local communities. These are likely to be smaller businesses and trades 

operating to serve the local area. 

 

Any remaining precincts not designated as a State or District industrial areas are 

designated as Local industrial areas. 

Scenario 3 

Functional 

typology 

approach 

A precinct is assumed to be a freight and logistics industrial area if it is identified as a 

state industrial area (freight) based on the State industrial area selection criteria 

outlined in Scenario 2. 

 

A precinct is classified to be an industrial/creative industrial area based on the level 

of employment or floorspace used for industrial/creative uses as a share of total activity 

in the precinct. 
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Scenario Modelling criteria for classification 

A precinct is classified to be an urban service industrial area based on the level of 

employment or floorspace used for urban services as a share of total activity in the 

precinct 

All remaining precincts that do not fall into an identified key typology are classified as 

diverse uses. 

Scenario 4 

Market-led 

approach 

Industrial areas currently protected under existing instruments remain protected, with 

the focus on industrial uses maintained. 

 

All other industrial areas are subject to market forces, and provides significant local 

flexibility to allow rezoning of industrial lands to residential and commercial office uses. 

Source: Deloitte Access Economics (2022). 

Based on the precinct designations outlined in Table A.1, the scenarios differ in terms of whether 

industrial land could be rezoned in the future to support non-industrial functions, including 

residential and commercial uses.  

The key land use differences across the scenarios are outlined below. The broad land uses 

examined as a part of this project are not intended to be exhaustive. Given that there are over 80 

land uses in the Standard Instrument- Principal Local Environmental Plans land use tables, this 

technical analysis has produced broad land uses that reflect key uses across NSW, to support 

modelling tractability. The broad land uses combines Standard Instrument land uses with similar 

permissible uses across the Retain and Manage industrial areas, while still maintaining sufficient 

differentiation to capture differences in land use allowed across the scenarios. 

• Across all scenarios, the following broad land uses are assumed allowable in all Retain and 

Manage industrial areas: bulky goods, freight and logistics, general industries, light industries, 

heavy industries, urban services.13  

• Under Scenario 2, non-State industrial areas (District and Local industrial areas) are allowed 

to be rezoned to focus on residential and office developments. The rate of rezoning is assumed 

to be faster for Local industrial areas compared to District industrial areas.14 

• Under Scenario 3, industrial areas with no specific typology (‘diverse uses’) will focus on 

office developments. Residential developments remain unchanged compared to the base case. 

• Under Scenario 4, industrial areas not specified under current instruments are allowed to be 

rezoned to focus on residential and office developments. The rate of rezoning is assumed to be 

faster under Scenario 4 compared to Scenario 2. 

 

13 ‘Other retail’ is allowable in Scenarios 2, 3 and 4. 
14 The rates of rezoning for residential and office uses are anchored to LGA average rezoning rates from 2011 
to 2017 prior the introduction of Retain and Manage policy. However, the rates have been adjusted across the 
scenarios and industrial areas to account for potential changes to the likelihood of rezoning. 
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Appendix B: TfNSW STM 

results 

Appendix B has been supplied by the GSC and reviewed by TfNSW who undertook the 

transport modelling using land use modelling inputs provided by Deloitte.  

B.1. Summary of Strategic Transport Modelling Analysis 

Transport for NSW (TfNSW) was asked to undertake strategic transport modelling in support of the 

Greater Sydney Commission (GSC) Industrial Lands Policy Review (Retain and Manage). 

TfNSW’s Strategic Travel Model15 (STM3.8) was used to test the changed land use assumptions 

(redistributed population and employment) under each stylised policy scenario to provide input 

into the CBA. Future year modelling up to 2051 was undertaken to ascertain the forecast changes 

in the number of total trips, and in the total travel time and distance of all trips combined across 

the Greater Sydney at 10 year intervals. The outputs extracted from STM are based on 24 hour 

weekday resident person trips, i.e. person movements for all trip purposes, along with additional 

data provided on congestion impacts in the weekday morning peak.   

The results from the modelled policy Scenarios 2, 3 and 4 were compared to the model’s reference 

case (Scenario 1), which reflect the NSW Government’s Common Planning Assumptions and is 

aligned with the standard network assumptions under TfNSW’s Future Transport Strategy. These 

transport modelling results were used to determine the value of commuter trip cost savings in the 

CBA. 

The following summary table shows the changes in forecast demand and kilometres travel across 

an average weekday (school day) in 2041 between Scenario 1 (reference case) and modelled 

Scenarios 2, 3 and 4. 

Table B.1: Difference in total demand and kilometres travelled per workday in 2041 

Future Model Year: 2041, 24 hour  Difference from Scenario 1 (Reference Case) 

Scenario 2 Scenario 3 Scenario 4 

Car (vehicle kilometre travelled) - 49,091 -9,686 - 56,310 

Public Transport (Passenger kilometre travelled) 50,500 67,590 146,667 

Active Transport (total kilometres travelled) 2,269 292 1,401 

Total (additional kilometres travelled) 3,678 58,196 91,758 

Source: Transport for NSW 

 

In aggregate terms at the Greater Sydney scale, there is an implied mode shift towards public 

transport, with increased demand and distance travelled on the public transport network and a 

general reduction in travel by private vehicles. This could be attributed to land use change and 

intensification of those industrial areas located near existing and planned future public transport 

services.  

It is however important to view and assess the impact of these forecast changes spatially at a 

network level, as it affects different parts of Greater Sydney and the transport network differently, 

and therefore the experience of the customer depending on how and where they travel. This is 

demonstrated in selected road and rail network difference plots showing the forecast changes in 

 

15 https://www.transport.nsw.gov.au/data-and-research/forecasts-and-projections/travel 
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traffic and passenger link volumes between Scenario 1 reference case and Scenarios 2, 3 and 4 at 

2041 AM 2hr peak in Appendix B.2. 

Road network demand 

Comparing the traffic volume difference plots for Scenarios 2, 3 and 4, the most significant change 

from Scenario 1 (reference case) is Scenario 4, while the least change is Scenario 3.  

The difference in forecast traffic volumes under Scenario 2 (Figure B.1) sees a broad reduction 

across most links on the road network, but across the inner west, and in areas around Bankstown, 

Greenwich, there is a noticeable increase in traffic volumes because of industrial areas being 

converted to residential and more job intensive employment uses. It also shows increases in 

volumes on the motorway network, particularly inbound towards the Sydney CBD, such as the 

approaches via Anzac Bridge and northbound on the Western Harbour Tunnel accessing North 

Sydney.  

The difference in forecast traffic volumes under Scenario 3 (Figure B.2) sees a much lesser impact 

across the road network consisting of small changes across most links, with most notable being 

increases at the southern approach to the Sydney CBD around Central, approaches to North 

Sydney including northbound on the Sydney Harbour Bridge, and on the M4 through Homebush. 

This reflects the shift towards public transport and that this scenario only considered changes to 

employment industries but not residential conversion in the industrial areas.  

The difference in forecast traffic volumes under Scenario 4 (Figure B.3) sees the most significant 

changes across the road network, and is particularly evident in the Eastern Harbour City including 

the Lower North Shore, citybound in the Northern Beaches, the inner west, southern Sydney and 

Bankstown. This reflects the attraction towards centres, and the additional car demand generated 

from residential conversion and intensification of industrial areas as identified in Table B.1 for this 

scenario.  

Rail network demand 

Comparing the rail passenger volume difference plots for Scenarios 2, 3 and 4, all demonstrate an 

increased use in rail services generally, and with increased demand into Sydney CBD and North 

Sydney from the south in all scenarios. Like the road network impacts, the most significant change 

from Scenario 1 (reference case) is Scenario 4, while the least change is Scenario 3.  

The difference in forecast rail passenger volumes under Scenario 2 (Figure B.4) shows the 

increased demand to the Sydney CBD and North Sydney coming from the inner west, south 

(including Bankstown) and the west. Some of the demand from the west on the main western line 

points to travel to Parramatta CBD.  

The difference in forecast rail passenger volumes under Scenario 3 (Figure B.5) shows the 

increased demand to the Sydney CBD and North Sydney coming from the north west and the 

north shore, in addition to those from the west. The more moderated increase in demand 

(compared to Scenario 2 and 4 results) and its origin from the west and north reflect that this 

scenario only considered changes to employment industries but not residential conversion in the 

industrial areas, and therefore are destination driven changes.  

The difference in forecast rail passenger volumes under Scenario 4 (Figure B.6) shows the most 

significant changes to the rail network, with increased demand from the west into Parramatta CBD, 

and most substantially from the inner west and southern Sydney into Sydney CBD and North 

Sydney. This reflects residential conversion and intensification of industrial areas which tend to 

favour inner city areas under this scenario.  

Insights and transport planning considerations 

The STM modelling results demonstrates that whilst the stylised policy scenarios support a mode 
shift towards greater use of public transport, the land use change would further increase demand 

on some of the most congested parts of the network, resulting in increased travel times. This 
affects both new and existing customers, with those choosing to use private vehicles from new 
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residential areas (converted from industrial areas) are in already congested areas such as the 
inner west, adding to further increase congestion on the road network.  
 
It is worth noting that some people will still prefer to use private vehicles, even in brownfield areas 
(though to a lesser extent) with high quality public transport access, for multi-purpose travel 
needs or to destinations that are less suited to reach by public transport from their home. Mode 

switching to public transport may in some circumstances increase travel time, when factoring in 
access, waiting, interchange and egress time on the journey.  However, other factors such as cost, 
parking, congestion, reliability etc would still make public transport (particularly rail) an attractive 
proposition relative to car. Further, increasing employment in or near major centres can result in 
increased travel by attracting those from further afield and adding to overall distance travelled. 
 

To mitigate the impact from increased demand in Scenarios 2, 3 and 4, it would likely require 
further investment in infrastructure and services, above and beyond those already identified in 
Future Transport, and of which some have been committed. It should be noted that there has not 

been any specific freight, network or alternate infrastructure and service changes in response to 
the change in land use including in the modelling to date.  Modelling associated with these types of 
changes would need to be undertaken to determine the extent of additional investment needed. 
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B.2. 2041 AM Volume Difference Plots by scenario by mode (Road, Rail) 
 

Figure B.1: Scenario 2 Traffic Volumes compared to Scenario 1 (Reference Case) 

Source: Transport for NSW 
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Figure B.2: Scenario 3 Traffic Volumes compared to Scenario 1 (Reference Case) 

 

Source: Transport for NSW 
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Figure B.3: Scenario 4 Traffic Volumes compared to Scenario 1 (Reference Case) 

 

Source: Transport for NSW 
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Figure B.4: Scenario 2 Rail Passenger Volumes compared to Scenario 1 (Reference Case) 

 

Source: Transport for NSW 
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Figure B.5: Scenario 3 Rail Passenger Volumes compared to Scenario 1 (Reference Case) 

 

Source: Transport for NSW 
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Figure B.6: Scenario 4 Rail Passenger Volumes compared to Scenario 1 (Reference Case) 

 

Source: Transport for NSW 
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Appendix C: Key findings 

from Phase 1 

C.1. Current and emerging trends in industrial lands 

 

C.1.1. Market trends in industrial lands 

National outlook 

Industrial property vacancy rates are heading to record low levels as companies scramble for 

storage, distribution centres, and smaller city-fringe warehouses to satisfy the significant increase 

in demand from e-commerce. Colliers reported that the Australian industrial and logistics real 

estate sector was the most resilient asset class in 2020, a return of 13.9%, compared to a rate of 

4.7% for office and rate of -10.1% for retail. The COVID-19 pandemic has forced the sector to 

transform as supply chains were severely disrupted, as well as the rise of home delivered 

products. The market outlook appears to remain strong with population growth, e-commerce, 

infrastructure investment, and automation adaption as key drivers. 

Demand for warehouse space was significant in 2020 – just over 3.2 million sqm was leased 

nationally (>5,000 sqm), which was 38% greater than the 1 year average, and dominated by 

Sydney and Melbourne (See Chart C.1). Retail accounted for 44% of the gross-take up in 2020, 

driven largely by pre-commitments from Amazon, Woolworths and Coles. A further 28% of take-

up was by transport and logistics. Take-up in 2021 is expected to remain high in Sydney and 

Melbourne, although will likely be capped by lack of site options. 

Chart C.1: Industrial and logistics gross take-up by city (> 5,000 sqm) 

 

Source: Colliers Research (2021). 

Vacancy rates at the national level were down to 4.0% from 5.2% in Q4 2020. In most major 

submarkets such as Sydney’s Outer West and Melbourne’s South East, the rate was closer to 

1.0%. Prime industrial market vacancies were significantly lower with the bulk of vacancies at a 
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national level found within the secondary industrial market. CBRE also report that Sydney and 

Melbourne had the lowest vacancy levels compared to other cities (See Figure C.1).  

Figure C.1: National vacancy rate (>4,000 sqm) – H1 2021 

 

Source: CBRE (2021). 

Rental growth was minimal in 2020 across most markets. However, industrial markets still 

outperformed office and retail sectors which experienced falls in growth. In Q1 2021, Colliers 

reported that rental growth has increased by 1.0% at a national level in the primary industrial 

market, and 0.8% in the secondary industrial market. Incentive levels have also fallen to 14.2% 

nationally, with the largest decrease in Western Sydney markets. Colliers forecast rental growth in 

the prime market to be 2.5% in 2021, and inner ring markets are expected to outperform this rate 

where supply is more limited. 

Sydney market context 

Sydney has continued to experience strong demand in leasing with approximately 450,000 sqm of 

gross take-up recorded in Q1 2021. This has been driven largely by the wholesale trade (30%), 

and transport and logistics (22%) sectors. A large proportion of this uptake was due to TTI’ pre-

commitment for the Mamre Road industrial area in the Outer West submarket. Take-up is 

expected to remain strong in Sydney, especially driven by demand arising from COVID-19 

increases in home deliveries. Growth in take-up is also limited by a lack of leasing options in some 

submarkets, particularly in the prime industrial market. 

Strong levels of up-take have resulted in vacancy rates in Sydney for >5,000 sqm land dropping 

from 4.8% in Q4 2020 to 3.1% in Q1 2021 (See Chart C.2). Vacancy rates in most major 

submarkets, such as Sydney’s Outer West, are particularly low (closer to 1.0%). Only 5% of 

industrial lands across the market is undeveloped and serviced, with areas closest to the CBD and 

airport having limited capacity to expand. Western Sydney and Central Districts contain the most 

undeveloped land, particularly around the future Western Sydney Airport and aerotropolis. In the 

medium term, it is expected that there will be a shortage of available land as these industrial areas 

wait to come online (likely after the airport is operational). E-commerce and its growth during 

COVID-19 has been a key driver for the accelerated demand for industrial land, where ‘last mile’ 

delivery is becoming increasingly important for home deliveries. This shift in consumer buying is 

likely to stay which will shift business needs. CBRE estimates new supply of industrial lands will 

have to increase by approximately 37% per year to cater the growth of e-commerce. 
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Chart C.2: Sydney industrial vacancy rate Q1 2020 to Q1 2021 (>5,000 sqm) 

 

Source: Colliers (2021). 

The Eastern City District is the most valuable and expensive industrial market across Australia. In 

Q1 2021, the South Sydney industrial market had capital value ranges for prime industries that 

were twice as high compared to Melbourne’s City Fringe (See Chart C.3). South Sydney continues 

to have the highest capital value range per square metre, which reflects to the low availability of 

undeveloped industrial lands and spare capacity. Sydney’s central west is also higher than most 

Melbourne industrial markets, demonstrating the price gap between the overall Sydney and 

Melbourne markets – a reflection of the premium placed by industrial tenants, as well as the 

limited capacity available on strategically located sites. 

Chart C.3: Sydney and Melbourne Capital Range Q1 2021 - Prime industrial market 

 

Source: Savills (2021).  
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Industrial completions are expected to increase over the next two years, with 740,000 sqm 

expected in 2021.  As the first facilities within the Mamre Road industrial area come online, supply 

levels are expected to significantly increase over the next five years to 200ha per annum, 

compared to the 5 year average of 135ha. Increasing capacity by expanding the Western and 

Central City Districts will be key to meet growing demand and the expansion of Western Sydney as 

a key employment hub. The recent lowering of the State Significant Development threshold for 

warehouses and data centres to support the economic recovery from the COVID-19 pandemic, is 

also expected to bring development projects forward. 

C.1.2. Current and emerging trends in industrial land businesses 

Intensification of use 

Automation technologies and the use of robotics in warehouse facilities have driven up demand for 

higher bay warehouses and fully automated facilities. Woolworths, Coles, and ALDI have 

announced plans to develop fully automated facilities to keep up with consumer demand who are 

seeking the convenience of their online stores, multiple delivery options, and flexible delivery 

windows to choose from. These facilities will pick, pack and deliver groceries automatically, which 

will significantly increase capacity to service consumers (and create business efficiencies).  

Woolworths’ automated warehouse in Moorebank aims to have a 5-star energy rating with its 

inclusions of solar panels, LED lighting, and rainwater harvesting. It is connected by rail to Port 

Botany, which will result in at least 26,000 fewer truck movements per year, reducing congestion 

on Sydney roads, pollution, and carbon emissions. Additionally, businesses in the future may seek 

consent to operate 24-hours (dark warehousing and urban fulfilment centres) and the inability to 

do so (without separation from residential areas) might be a deterrent for incoming tenants.  

High bay warehousing enables high density storage with high shelving which is also a feature of 

the new Woolworths warehouse. Multi-level warehousing increases available floor space for 

occupiers, which has the opportunity to increase returns for investors, increase efficiency, and 

reduce operating costs. A shortage of large sites and the high value of land will drive businesses 

and investors to find solutions to maximise efficiency and reduce costs of sites.  

Customers are increasingly choosing a combination of shopping at their local store and online, 

including pick-up and drive-thru features of stores. Online purchases have grown from 9% of retail 

trade to 16% in Australia in 2020, and more than 1.4 million households made an online purchase 

for the first time in 2020 – a trend likely to persist in a post-pandemic environment. Businesses 

have been exploring hybrid retail and distribution models including mini-fulfillment centres located 

at the back of stores or turning their stores into dark stores, which have the potential to drive 

demand for intensification.  

Implications 

The growth in automated warehouses is likely to drive up demand for new large floor plate 

industrial spaces. Demand for new spaces will also be influenced by location, as businesses will 

look to move closer to ports and transport hubs to reduce freight costs and emissions. There is 

also a need to support evolving warehousing requirements, as businesses seek to maximise 

capacity through multi-level warehouses, and shift to a hybrid retail and distribution model. An 

increase in the adoption of hybrid models also has the potential drive business demand for 

industrial lands that are closer to end consumers.  

Australia has seen limited take-up in multistorey warehousing options, compared to many Asian 

cities such as Tokyo, Hong Kong and Singapore which have established many multistorey 

warehouses. This is likely due to the high cost of construction (compared to single storey 

warehouses) and availability of relatively more affordable land. As reported by CBRE, despite 

strong growth in industrial demand in Australia, land values are still significantly lower (with 

greater site options) than in cities such as Hong Kong which has contributed to the slow take-up of 

multistorey warehouses. CBRE estimates that as land becomes more scarce, multistorey options 

will become more popular. However, given operational needs, such as truck access and safety 

requirements, multistorey adaptability beyond freight and logistics type uses may be limited. In 

addition to mechanised warehousing, low impact and low volume light manufacturing businesses 

(e.g. food and beverage) may be among those that adopt this trend. 
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Freight delivery growth and efficiency 

Online shopping and e-commerce has grown significantly and more consumers are demanding 

greater access to goods and faster delivery times. This has accelerated due to COVID-19, where 

Australia Post reported an 80% increase in online retail eight weeks after the pandemic was 

declared in 2020. To remain competitive, businesses have had to fulfill complex and competitive 

delivery commitments. Amazon introduced a two-day free-delivery service which is rapidly become 

the norm, whilst also offering two-hour delivery for Prime customers on a large number of items. 

Many other businesses have followed suit by offering free express shipping and same day delivery 

options. This is quickly become the expectation for consumers, particularly in concentrated 

population centres, who demand greater access to a larger variety of goods, with fast delivery 

times an emerging differentiator.  

‘Last mile’ delivery is the final step of the competitive and costly process of delivering goods to 

consumers doorsteps (or to retail shops). The total cost of last mile delivery often reaches or 

exceeds 50% of the total shipping cost. The importance of the last mile has grown and become a 

critical aspect of the supply chain. Bringing fulfilment closer to the end consumer is an effective 

solution for goods to be delivered more effectively and efficiently, and an increasing number of 

businesses have opened last mile delivery solutions located in more population dense areas rather 

than outer suburban locations. For example, Deloitte conducted a case study of the New York City 

market to compare the costs of having a fulfilment centre outside of the city in New Jersey, versus 

closer to consumers in the Bronx. The study found that although real estate and labour costs were 

higher, a fulfilment centre in the city was at least 22% more cost-effective due to the higher 

transport costs associated with getting in and out of the city. 

Chart C.4: Estimated costs of delivery 

 

Source: Deloitte (US) (2019). 

Drones are emerging as one solution that may have significant impact on last mile delivery, 

particularly in Australia where logistics providers often face congested city roads whilst also having 

a sparse population. Drones can provide a cost effective solution for small items and deliver a 

range of benefits to businesses and consumers including reduced delivery costs, increasing 

consumer choice and expanding reach for businesses. Drones also have the potential to deliver 

benefits to society by reducing traffic congestion and CO2 emissions. Although current regulations 

and technology means that there are often limitations to the distance and where they can travel. 

In Australia, Wing (operated by Google’s parent company Alphabet) has started delivering food, 

medicine and household items via drones in Logan (Qld) and Canberra (ACT). 
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Implications 

Online spending is a large driver of demand for new industrial space in Sydney, with many 

businesses increasing their warehousing capacity as well as reducing delivery timeframes. Well 

located industrial land close to dense areas and to consumers will be essential for businesses as 

they look for rapid last mile delivery options to meet the growing consumer demand. Based on e-

commerce sales, CBRE research has estimated that an additional 350,000 sqm of new space will 

need to be developed each year across Australia, which is likely to be driven by increasing demand 

of well-located land near the end consumer. 

Advanced manufacturing 

Manufacturers around the world are being disrupted, and have to transform and evolve in 

response to advancements in knowledge, processes, and business models. Technology changes in 

data analytics, advanced materials, robotics and automation, additive manufacturing and 

augmented and virtual reality are key trends in the evolution of advanced manufacturing. With 

significant offshoring of traditional manufacturing to Asia, NSW has transitioned, and will continue 

to transition, to higher value manufacturing activities further up the value chain. 

Chart C.5: Vision for Australian manufacturing - shift in focus towards pre- and post-production value 

adding 

 

Source: Australian Government (2020).  

In the 2020-21 budget, the Australian Government committed to invest $1.5 billion over four 

years for the Modern Manufacturing Strategy to allow Australian businesses to scale up, compete 

internationally, and create more jobs. The vision in the strategy is for Australia to be recognised as 

a resilient and competitive manufacturing nation. The Modern Manufacturing Strategy supports 

projects within the National Manufacturing priorities: resources technology and critical minerals 

processing, food and beverage, medical products, recycling and clean energy, defence and space. 

The Commonwealth’s vision for Australian manufacturing is to shift its focus from production, to 

pre and post activities such as R&D, design, sales and after-sale services.  

Businesses are increasingly using new technology and increasingly being termed ‘advanced 

manufacturers’. Locations with good access to skilled workers and transport will be attractive to 

such businesses that rely on a highly skilled workforce. Western Sydney is rapidly growing with the 

Western Sydney Airport due to completed in 2026. It is expected to become a key business district 

with anticipated growth in sectors across property, infrastructure, construction, manufacturing and 

service related industries. Investment into R&D and innovation is also growing with a hub for 

aerospace, advanced manufacturing research facility, and food processing is being established in 

Western Sydney. 
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Implications 

As investment in advanced manufacturing facilities increase, infrastructure will be required to 

support more advanced logistic and supply chain operations. These businesses will rely on large 

floor plate industrial areas to meet operational requirements and provide flexibility. Strategically 

located sites with access to skilled workers will be an important consideration for advanced 

manufacturing businesses in Greater Sydney. 

Data centres 

Growing use of cloud computing, edge computing, and the recent COVID-19 outbreak, have driven 

demand cloud services and hyperscale computing. As individuals switch to remote working, video 

conferencing, and online schooling, businesses are demanding service, storage, and networking 

products to enable cloud computing. In addition, the roll out of 5G, Internet of Things, and 

evolving technology will have a significant impact on how businesses operate. By 2025 it is 

expected that 60-70% of data is created and processed outside a centralised data centre or cloud, 

an increase from the current 10-15%. Despite a spending decline in 2020 on data centre 

infrastructure, Gartner forecasts Australian data centre infrastructure spending to grow 6.5% in 

2021 (See Table C.1). In addition, to support the economic recovery from the COVID-19 

pandemic, the NSW Government has reduced the State Significant Development threshold for data 

centres and warehouses which is expected to bring forward these projects to support the economic 

recovery. 

Table C.1: Data centre infrastructure end user spending ($US billions) 

 2019 2020 2021 

Worldwide Data Centre Infrastructure End-User Spending 

End-User Spending ($US, billion) 210 188 200 

Growth (%) .7 -10.3 6.2 

Australian Data Centre Infrastructure End-User Spending 

End-User Spending ($AU, billion) 3.2 2.8 3.0 

Growth (%) 2.2 -10.4 6.5 

Source: Gartner (2020). 

Industries such as health, agriculture and asset management are investing in new technologies to 

improve productivity and customer digital experience which will increase the demand for IT 

infrastructure and cloud computing. The Australian Government has also shifted to cloud-based 

services and is aiming to be a digital government by 2025. Amazon, Microsoft and Google 

collectively own more than half of the world’s largest data centres and they are continuing to 

invest billions each year to accommodate the growing demand for cloud services.  

The location of data centres remains an increasingly important consideration for business. Data 

centres need to be located close to major fibre optic trunk lines, and user networks, to support 

high volumes of data transfer. They also require strong connectivity to power grids. Locations that 

are safe and has appropriate security infrastructure to reduce physical break-ins will be attractive 

for a provider. The Australian Government Critical Infrastructure Resilience Strategy recognises 

these locational and security requirements to ensure resilient data infrastructure for the future.  

Data centres also require adequate space to operate for routers, storage systems and services, as 

well as ventilation and cooling systems, which is becoming increasingly difficult in cities. To 

operate, they require adequate infrastructure including a power source, and reliable, fast and 

secure network connection. There are currently data centres operating across Greater Sydney in 

locations such as Mascot, Alexandria, Ultimo, and Macquarie Park. However, the future location of 

data centres will likely be in peri-urban and  regional areas where there is more space. Lack of 

appropriate infrastructure has previously been a barrier to  building data centres in regional areas. 

The situation is now evolving with NSW Government having committed $100 million for the Gig 
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State project which will upgrade digital infrastructure in a number of regional locations, prime for 

future data centres. 

Implications 

Data centre are expensive to build and require large industrial floor plates, buffered from 

residential areas, and good access to high voltage infrastructure. As such, data centre providers 

are often more willing to pay higher prices for land compared to other land uses of industrial 

areas. Therefore, prime industrial locations for data centres can be expected to face rising prices, 

driven by growing demand for cloud computing and storage. Though proximity to customers is not 

as important, suitable sites with the right infrastructure and connectivity are key locational drivers. 

In the past, lack of infrastructure and connectivity have been barriers to establishing data centres 

in regional areas, however this is likely to change as investment in these areas grow. 

Circular economy 

Energy and water consumption is at a rate that is well beyond what can be managed within their 

current boundaries. Transitioning to a circular economy can create opportunities and benefits for 

society and the environment. The aim of the circular economy is to retain productive use of 

resources as long as possible and reduce waste. Emerging trends in circular economy, broadly 

defined, include increasing use of sustainable materials, recycling, clean power, and energy 

storage.  

• Renewable energy and energy storage are becoming increasingly popular sustainable energy 

solutions. Microgrids are local energy sources that can operate independently or connected to a 

larger grid. Microgrids, which have traditionally been diesel-based, are adopting new systems 

such as solar-batteries, which can provide more sustainable, cost efficient, and reliable energy 

sources. These microgrids can also be designed to source power from connected homes and 

buildings, such as rooftop solar, to be stored for later use. This type of design has been piloted 

with the Byron Bay Microgrid Pilot Project where rooftop solar panels within the community are 

collected and redistributed (See Figure C.2). 

Figure C.2: Byron Bay Microgrid Pilot Project 

 

Source: Enova Energy (2019). 

• Australia needs to increase its domestic reprocessing capacity to help divert waste away from 

landfill. In 2019-20, NSW had 7.8 million tonnes of waste disposed. Additional infrastructure 

and sites to locally manage waste, re-use, and recycling are critical to reduce waste going into 

landfill, associated transport costs, and emissions. Innovative and niche recycling solutions 

such as re-use hubs, micro-factories, composting and waste-to-energy solutions will also 

contribute to a more circular economy. For example, micro-factories can operate as waste 

transfer stations where waste is initially processed to make transportation more viable. 

Recovering energy from waste as a residual waste management option can have a positive 

impact on the community and reduce landfill where waste volumes in NSW are set to grow to 

37 million tonnes by 2041. The NSW Waste and Sustainable Materials Strategy 2041 outlines 

the government-led strategic planning for future energy from waste facilities, including 

infrastructure requirements for the future.  

• Recycling wastewater and stormwater can be an effective way to diversify the sources of water 

to meet growing demand, irrigate green spaces, and keep waterways clean. An integrated 
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approach to water use among local communities can have a significant role to play in the 

efficient use of water.  For instance, the Rouse Hill Recycling Plant, proximate to urban centres, 

provides water for residents for gardening, laundry, and toilets. Smart technology solutions to 

water recycling and usage can also play an important role – a growing number of sites have 

implemented onsite water recycling and rainwater collection tanks infrastructure. 

Implications 

Renewable energy options, such as ground mount solar and battery storage, require large 

amounts of space. Regional and remote communities require significant land to hold local energy 

sources such as microgrids. In urban settings, large industrial sites can play an important role in 

energy storage, urban micro grids, and distributions networks which are often connected to city-

wide electricity infrastructure.  

Demand for waste transfer solutions will increase with a growing Greater Sydney. Proximity to key 

population centres, with separation from residential areas, will be an important consideration to 

manage future community needs, and reduce emissions, and inefficiencies such as dead running of 

the facilities. Compared to linear economy land uses, where waste is directed to land-fill for 

instance, circular economy land uses leverage proximity to urban centres to process waste, water, 

and energy in a manner that enables re-use. 

Well located and connected industrial land will be in high demand to meet the shift to a circular 

economy. As circular economy solutions become more widespread and advanced, industrial land 

will need to be well located to accommodate the current and future needs of Greater Sydney. 

C.2. Functions of industrial areas 

 

C.2.1. Gateway access and infrastructure 

Port Botany 

Industrial area freight activity interactions with Port Botany, particularly import and export 

oriented industries, are concentrated in the Eastern City District, followed by Western City District. 

Key observations: 

• Deloitte Fuel Tax Radar (FTR) telematics data measures the number (concentration) of trucks 

moving between SA2s. The distribution of truck trips interacting with industrial areas that 

originate from Port Botany is shown in Chart C.6.  

Chart C.6: District share of trucks originating from Port Botany (2019) 

 

              

Source: Deloitte Access Economics (2021), Deloitte Fuel Tax Radar telematics data (2021). 

Note: This chart shows only interactions between Port Botany and SA2s that house one or more industrial areas. 
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The same information for trucks destined for Port Botany as a heat map is shown in Figure C.3.  

 

Figure C.3: District share of trucks destined for Port Botany (2019) 

 

Source: Deloitte Access Economics (2021), Deloitte Fuel Tax Radar telematics data (2021). 

Note: Fuel Tax Radar telematics data is aggregated to SA2. This chart shows only interactions between Port Botany and 

SA2s that house one or more industrial areas. Truck destined for non-industrial area SA2s are not captured in this analysis.  

• Almost half (48 per cent) of all industrial area-bound truck trips originating from Port Botany 

are destined for Eastern City (Banksmeadow, Port Botany Industrial and Sydenham-Tempe-St 

Peters). A similar percentage (45%) of freight originated from the Eastern City bound for Port 

Botany demonstrating the importance of these lands to both imports and export industries. 

This is likely a result of additional handling requirements of port freight prior to distribution. 

• Western City and Central City, with key freight and logistics hubs, particularly in Rooty Hill-

Minchinbury, occupy a significant share of truck arrivals from Port Botany (Douglas Park – 

Appin may be capturing trucks bound for the Hume highway that stop and rest for more than 

15 minutes). Connectivity to Intermodal Terminals and agglomeration of distribution centres in 

the Western City District attract imports, before freight moving onwards within NSW and 

onwards to inter-state (line haul) destinations.  

• Industrial areas within Eastern City are well positioned for import and export-oriented 

businesses to minimise overall freight costs in the supply chain, although they face more 

capacity constraints in terms of both cost and availability of land relative to Western City and 

Central City – regions that are emerging in importance. This nexus in the Eastern City could be 

further disrupted with the emergence of the aerotropolis, but this transition is anticipated to be 

gradual with Port Botany continuing to play an important gateway function into the future. 

• North District industrial areas exhibit very limited interactions with Port Botany. 

Sydney Airport 

There are fewer industrial areas interacting with Sydney Airport than Port Botany, with truck trips 

clustering at as select few Eastern City industrial areas that house distribution centres, including 

parcel warehouses and intermodal terminals (IMTs). 

Key observations: 

• Trucks trips from Sydney Airport do not appear to have the same preference for proximity as 

truck trips from Port Botany. Instead, road freight originating from and destined to Sydney 

airport are concentrated around the Central City.   

• The Central City represents 79 per cent and 61 per cent of trucks originating from and destined 

to Sydney Airport, respectively. In particular, this is concentrated around the Granville-Clyde 

region. The areas shown in Figure C.4 align well with the location of parcel depots, particularly 

Star Track, which has locations in Granville, Minchinbury and Greenacre. The Sydney markets 
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also attract vegetable and food products (perishables) airfreighted from across Australia and 

overseas. 

Figure C.4: Number of truck trips destined for Sydney Airport (2019) 

 

                    

Source: Deloitte Access Economics (2021), Deloitte Fuel Tax Radar telematics data (2021). 

 

Figure C.5: Number of truck trips destined for Sydney Airport (2019) 

 

Source: Deloitte Access Economics (2021), Deloitte Fuel Tax Radar telematics data (2021). 

Note: Map shows SA2 regions with a minimum volume of 100 trips. Chart identifies interactions between Sydney Airport 

and all SA2s that house one or more industrial areas. 

• In the east, truck interacting with the airport are dominated by Banksmeadow, Port Botany 

industrial and Alexandria areas. As in the Central city, these locations house parcel depots, and 

a range of transport and logistics businesses key to the freight network. 

• The different patterns observed between Sydney Airport and Port Botany are likely 

representative of different volumes and freight types. Airfreight is more likely to be high-value, 

light manufactured goods, perishables, and mail, whereas freight originating from Port Botany 

is typically containerised bulk and non-bulk commodities. As such, there is an additional 

intermediary step between containerised freight and distribution that is more dependent on 

proximity. 

• With the construction of the Western Sydney Airport underway, it is likely that the Western 

City will emerge in importance as a freight and logistics hub for airfreight, in the next 10-20 

years. In the short to medium term, this may favour Central City regions that can support both 

the west and east. However, in the longer term, it can be expected that more specialised 

freight and logistics industrial areas will emerge in the Western City to support this shift. 
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Intermodal Terminals (IMTs) 

All Districts, with the exception of North District, have significant freight interactions with IMTs. 

Central City, South, and Western City show significant truck movements to and from IMTs 

highlighting the importance of these industrial areas in NSW supply chains. 

Key observations: 

• Industrial lands are of great significance to supply chains, facilitating freight movements and 

logistics for the majority of intra- and inter-state freight. As such, the data shows these 

industrial areas interacting with key intermodal terminals, in each District. These intermodal 

terminals are an important stage in the supply chain (particularly for interstate movements) 

for both industrial users and end consumers (See Figure C.6). 

Figure C.6: Import and export basic supply chain interaction – intermodal terminals 

 

Source: Deloitte Access Economics (2021). 

• Although truck journeys (See Chart C.7) are concentrated in Central and Eastern City, the map 

(Figure C.7) shows that there is a greater number of industrial areas interacting with these 

IMTs, relative to ports and airports. This is consistent with the notion that IMTs have greater 

direct supply chain linkages to businesses than ports or airports due to handling and 

distribution. 

Chart C.7: Percentage of truck departures from IMTs destined for industrial areas (2019)

 

 

Source: Deloitte Access Economics (2021), Deloitte Fuel Tax Radar telematics data (2021). 

Note: Chart identifies interactions between intermodal terminals and all SA2s that house one or more industrial areas.  
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Figure C.7: Percentage of truck departures to IMTs destined for industrial areas (2019) 

 

Source: Source: Deloitte Access Economics (2021), Deloitte Fuel Tax Radar telematics data (2021). 

Note: Chart identifies interactions between intermodal terminals and all SA2s that house one or more industrial areas. 

C.2.2. Market focus and customer catchment 

Eastern City has the largest customer catchment in terms of area and number of customers. This 

is indicative of the regional role that the industrial areas within this District play, servicing both 

local and regional customers across primary and secondary market areas. 

Key observations: 

• The data identifies the number of unique customers – including both Business-to-Business 

(B2B) businesses or Business-to-Consumer (B2C) customers travelling from across NSW – and 

is represented by the size of the circles (See Figure C.8).16 The colour shading indicates the 

approximate time (in minutes) that these customers spend commuting to the 20 focus 

industrial areas. Customer catchments are described both in terms of overall size (number of 

customers) and breadth (area within a given commute time).  

Figure C.8: Customer trip origin and length (in minutes) – Eastern City District (2019) 

 

Source: Deloitte Access Economics (2021), DSpark (2021) for the 20 focus industrial areas. 

Note: DSpark data only captures customers interacting with 20 focus Retain and Manage industrial areas, which includes 

both B2B and B2C, which cannot be separated in the data. 

 

16 B2B and B2C refer to “Business to Business” and “Business to Customer” transactions. 
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• The focus industrial areas within Eastern City have the largest overall number and share of 

customers of the five Districts (See Figure C.9). Customers travel from broad regions, 

however, the local market (defined as 30 minute travel time or less) for this District represents 

a relatively small and densely populated area. Eastern City services mainly the Eastern City 

and Central city industrial areas, with Marrickville (East), Sydenham (East), Leichardt (East) 

and Lidcombe (Central) dominating the customer catchment (78 per cent of customers travel 

from within a 15 minute radius of the industrial areas). This represents a combination of B2B 

businesses or B2C customers, with the industry mix suggesting both wholesaling and local 

retail.  

Figure C.9: Distribution of customer origins -  all Districts 

 

Source: Source: Deloitte Access Economics (2021), DSpark (2021). 

Note: DSpark data only captures customers interacting with 20 focus Retain and Manage industrial areas. 

• Central City has the most concentrated catchment with 84 per cent of customers originating 

from the surrounding locations around industrial areas (73 per cent within a 15 minute radius), 

in particular (Central), Riverstone-Marsden Park (Central), Richmond (Central) and Rouse Hill 

(Central). This is likely a combination of both the concentration of businesses (B2B 

transactions) around the North West Growth Area as well as the growing residential areas (B2C 

transactions) in and around Riverstone East. 

• South District has a broad customer catchment across multiple Districts with a significant 

number of customers travelling from Sydenham (East), Condell Park (South), Lidcombe 

(Central) and Leppington (West). Western City has a wide catchment although, unlike South 

District, the customer base is predominantly (79 per cent) from within District. This includes 

Leppington (West), Prospect Reservoir (West) and Campbelltown (West). 

C.2.3. Supply chain connectivity 

Central City and Eastern City industrial areas have the most strategic supply chain locations 

measured by the distance-discounted B2B supply chain index. North and South Districts have the 

weakest supply chain connectivity index scores, which aligns with the observation that most 

customers in these Districts are located within each District. 

Key observations: 

• The supply chain index is constructed by analysing business to business linkages – both 

upstream and downstream; measured by the extent to which a range of industries provide 

inputs to a given industry, and the locations of such industries. 
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Figure C.10: Supply chain connectivity index – All Districts 

 

Source: Deloitte Access Economics (2021). 

Note: Map describes supply chain index across all industrial areas. 

• The industrial areas with the highest supply chain connectivity scores are heavily clustered 

around Marrickville and St Peters in the East and Homebush in the Central City. These are high 

value-add industrial areas with good access to and clustering of upstream and downstream 

businesses, as well as good access to transport infrastructure well positioned near major roads 

and highways including the M4 and M5 (See Chart C.8). 

Chart C.8 : Average distance between industrial areas and the motorway network 

 

Source: Deloitte Access Economics (2021), GSC (2019). 

Note: Chart measures the average distance between industrial areas and major Sydney motorway as measured by the 

road network. Blackheath, Katoomba and Lawson were excluded as these outliers were leading to larger than expected 

average in the Western City District. 

• These locations are typically suitable for industrial area activity higher up the value chain, 

especially given the higher land value and rents (as well as competing use pressures). 

• Figure C.10 shows North and South Districts as having comparatively low supply chain 

connectivity index scores. This suggests businesses in these industrial areas have more to do 

with servicing local demand (B2C), particularly urban services, and are less reliant on 

proximity to B2B connectivity.17 

• The moderate supply chain connectivity of the Western City indicates a different primary 

function to other Districts. Whilst not possessing the strategic supply chain connectivity as the 

Central and Eastern City, the Western City acts as gateway to regional NSW and interstate 

(which also supports construction sector deliveries). The important intermodal linkages at 

Moorebank and the new freight industrial area at St Marys reaffirms this role of the Western 

City. 

 

17 B2B and B2C refer to “Business to Business” and “Business to Customer” transactions. 
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C.2.4. Workforce catchment 

Across all Districts, workforce catchment is generally localised, with no fewer than 65% of 

employees coming from within District. Central and Western City have the highest share with 83% 

and 93% respectively. 

Key observations: 

• As well as access to key supply chains and freight distribution routes, industrial areas rely on 

good access to suitable skills and local labour markets. This is measured by residential 

locations of employees working in each of the 20 focus industrial areas, captured by mobile 

phone data. The circles on Figure C.11 show residential locations of employees working in 

industrial areas in Western City, and the shading on the map shows travel time from the 

industrial areas to each location across Greater Sydney. This aligns with insights from 

interviews with industrial businesses, who draw employees from the local area. For some 

industrial businesses, location is driven by the proximity to the founder’s home. As such, a loss 

of industrial land may lead to some businesses closing down rather than relocating due to cost 

or inconvenience.  

Figure C.11: Employee catchment – Western City District - 2019 

 

Source: Deloitte Access Economics (2021), Dspark (2021). 

Note: DSpark data only captures employees interacting with 20 focus Retain and Manage industrial areas.  

• Western City industrial areas have the most localised labour market catchment with 93% of 

employees originating from within the industrial area (See Figure C.12). The main employee 

catchments from within Western City District include Cobbitty-Leppington, Macquarie Fields-

Glenfield and Mount Annan-Currans Hill areas. Employees travelling from other Districts tend 

to work in the Kingswood-Werrington and St Marys industrial areas. 

Figure C.12: Employee catchment – Western City District - 2019 
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Source: Deloitte Access Economics (2021), DSpark (2021).  

• The Eastern City has the largest labour market catchment, which also covers the most densely 

populated areas of Sydney number of employees. The Eastern City also has the highest 

proportion of inter-regional employment with more than 30% of employees travelling from 

other Districts for work. For the most part, industrial area employees are commuting no more 

than 30 minutes in the Eastern City although there are significant number of employees 

residing in the Central City and Western City where housing is more affordable. Conversely, 

there are very few employees travelling from the Eastern City to either the Central or Western 

Cityies, with these regions dominated by self-contained employment. 

• Central City, South, and North Districts are predominantly comprised of employees residing 

within District, demonstrating high degree of labour market self-containment. This is consistent 

with business interview findings, particularly for the North, which support the notion that these 

Districts are more self-contained than the Eastern and Western Cities. 

C.2.5. Growth in industrial area employment and economic activity 

Western City and Central City are set to experience the highest growth in overall employment 

levels. Central City industrial area employment is expected to surpass the Eastern City by 2022, 

though there is variation in the gross value added economic activity generated by industrial area 

economic activity. 

Key observations: 

• The Eastern City is the major source market for employment with 37% of all employees of 

Retain and Manage industrial areas residing within the East. The Eastern City is expected to 

remain a major employment hub over the forecast period, although growth is expected to 

stabilise (See Chart C.9). Although there is not the same level of vacant or land capacity, there 

is potential, particularly in the East, to increase employment density for appropriate uses. 

Chart C.9: Employment Lands Development Monitor (ELDM) industrial areas employment growth by 

District – historic and forecast 

 

Source: Deloitte Access Economics (2021), Transport for NSW (2019) 

Note: Chart describes all employment types across all industrial areas. 

• Central City and Western City are expected to experience the fastest growth over the forecast 

period, growing at roughly the same pace from 2026 onwards. This is consistent with the 

growth in CBDs in Parramatta and Penrith areas, as well as the capacity of the Western 

industrial areas relative to the Eastern City, and South and North Districts.  

• South and North Districts are expected to experience modest growth. This is consistent with 

more localised labour and consumer markets, capacity constraints, and supply chain linkages.  
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• Despite moderate total employment across industrial areas, compared to professional services 

(offices) and high impact retail (big box shopping centres that have high transport and foot 

traffic) sectors, revenue and economic output generated is considerable. 

• Over time, these shifts are likely to result in further disaggregation of industrial activity away 

from the dominant Eastern City (See Chart C.10). Considering only Retain and Manage 

industrial areas, the Eastern City accounted for 37% of gross value added (GVA) output, 

followed by Central City. 

Chart C.10: Distribution of industrial areas (Retain and Manage) GVA by District 2016 

 

Source: Deloitte Access Economics (2021), GSC (2019) 

Note: Chart shows the proportion of only Retain and Manage industrial areas Gross Value Added (GVA) output. 

C.2.6. Industrial area land uses 

The sectoral mix in Eastern City demonstrates both the pressure from competing uses and 

strategic positioning for wholesale trade and freight. Overtime, these pressures may result in 

further shifts in sectoral composition of economic activity. 

Key observations 

• Chart C.11 shows a high level profile of count of businesses (by sector) across the 20 focus 

industrial areas. As shown, the industrial composition of these industrial areas ranges from 

local services (automotive repair), specialised wholesaling, retail and some office-related uses. 

The sectoral composition of businesses vary by area demonstrating the different functions of 

industrial areas across Sydney.   

Chart C.11: Percentage of business (ANZSIC4) within 20 focus industrial areas, across all Districts 

 

Source: Deloitte Access Economics (2021), using Google Maps (2021) and Illion (2021). 

Note: Google Maps and Illion data only capture 20 focus Retain and Manage industrial areas. This chart represents count of 

businesses which may not be reflective of total employment or GVA. 
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• Chart C.12 shows a proliferation of businesses emerging in industrial areas from 1990 

onwards, and also a shift in the composition of businesses that occupy these areas. Overtime, 

there has been a gradual transition away from typical industrial uses, namely manufacturing 

and wholesale trade, in favour of construction, retail and population serving (accommodation 

and food services) – reflecting the changing nature of land uses across Greater Sydney. 

Despite this, manufacturing is still the primary ANZSIC industry (1 digit) across all Districts 

(excluding Eastern City where it is a primary industry). 

• Despite this trend in new business, Eastern City is dominated by wholesale trade (18% of 

businesses), consistent with the strategic proximity to key transport infrastructure and 

gateway access. Based on employment forecasts, this composition is expected to adjust 

slightly based on the demand from competing land uses. In particular, jobs in bulky goods are 

expected to decline 11% between 2016 and 2051 (forecasts). On the other hand, employment 

in light industries and office uses are expected to increase, along with freight and logistics 

demand due to proximity to both air and sea ports. 

• The industry and land use mix of employment in North and South Districts is consistent with 

local service provision. The composition of employment is expected to move further towards 

potential higher density employment land use types including retail and office uses. These 

precinct functions were supported by the Antenna Insights interviews that indicated that the 

South, and particularly North, have a strong focus on local services. 

Chart C.12: Count of new businesses by opening year – Retain and Manage focus industrial areas 

 
 

 

 
 

Source: Deloitte Access Economics (2021), Illion (2021) 

C.2.7. Industrial area capacity 

Western and Central Cities have the largest capacity in terms of undeveloped land that could 

accommodate forecast future demand. Capacity in the East and North Districts is limited, with 

increased densification an option for a limited set of uses. 

Key observations: 

• Capacity within industrial area can be created through the provision of new, previously 

undeveloped land or by optimising the use of existing stock. Whilst increasing density 

(intensification of use) may be seen as a potential option, this potential is limited only to 

certain land uses and locations where technology and operational requirements is adaptable to 

intensify use (e.g. high density warehousing or transition from warehouse to office). 
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• Current industrial areas in Eastern City have limited capacity, given lot size and access 

requirements. Given their proximity to highly dense urban areas, there is also significant 

pressure on these industrial areas from high value, competing uses, including commercial and 

residential. However, Eastern City has the second highest share of vacant properties (2.57%) 

as well as a stock of undeveloped land (See Figure C.13). Whilst acknowledging the vacancy 

rates shown in Chart C.13 are consistent with typical vacancy rates of industrial markets, there 

is potential to better optimise the utilisation of existing stock.  

Figure C.13: Undeveloped land (sqm) by industrial area 

 

Source: Deloitte Access Economics (2021), Greater Sydney Commission and DPIE ELDM (2019) 

Note: Map captures all industrial areas. Undeveloped land (as per the original data source) refers to currently zoned 

employment land that is not occupied by an employment land use at the time of data collection. 

Chart C.13: Share of vacant properties by District (2020) 

 

Source: Deloitte Access Economics (2021), GSC (2020). 

• With the exception of Kurnell, undeveloped land is mainly centred around Western and Central 

Cities, in particular, Moorebank, Eastern Creek and the site of the Western Sydney Airport and 

aerotropolis. In addition, Western City industrial areas have the highest share of vacant 

properties of the five Districts. 

• Expansion and protection of the Western and Central City Districts will help manage the spill 

over demand from a more constrained Eastern City. Although the change is modest, land use 

forecasts (of employment) indicate a gradual increase in the share of employment in the 

Western City District occupied by general industries, freight and logistics and heavy industries. 

• Industry contacts suggest that intensification of use has limited applicability to most uses, 

especially with greater capacity available in the Western City. Although most council 

development controls on industrial land allow intensification (e.g. No height controls in some 

industrial lands in City of Sydney), there has been poor adoption due to available locational 

alternatives. 
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C.2.8. Competing use pressures on industrial areas 

Competing use pressures are currently focused around the Eastern City, although strong growth in 

population and housing are expected to increase pressures in other locations, including the Central 

City. 

The competing-use pressure index is comprised of three sub-indices that reflect the level of 

current pressure faced by industrial areas to transition to alternative uses. These sub-indices 

capture: Population density, relative value of residential land (relative to industrial and business 

zones), and measure of retail market potential (income and levels of local population). Industrial 

areas showing as orange and red are likely to have a relatively high value proposition for 

residential development, or conversion to office or retail.  

• The competing-use pressure composite index only shows current pressure due to the difficulty 

in predicting land values, and because population growth forecasts are constrained by current 

policy settings. However, insights into future pressures can be inferred from this index by 

reflecting on anticipated future population growth and density trends. 

Figure C.14: Competing-use composite pressure index – 2019 

 

Source: Deloitte Access Economics (2021). 

Note: Composite pressure index is a combination of metrics capturing the density of population, current residential land 

values and the value of competing retail land uses. 

• The most significant pressure from competing uses (residential, retail, and office) is in the 

Eastern City, given the high land values and amenity value in the District. 

• Overtime, it is expected that competition in the Central City and South District will grow due to 

anticipated growth in population and income levels. Given the significant retail potential and 

underlying demand for retail uses from a growing customer base, significant competing 

pressures are expected on the industrial areas in these Districts. 

Western City is expected see strong longer term employment growth, particularly with the 

completion of the Western Sydney Airport. This will moderately affect residential pressure although 

this is likely to remain concentrated in the East. 

Key observations: 

• The Western and Central City areas are expected to see the strongest employment growth 

(and improvements in access) over the forecast period. In particular, the Western City 

industrial areas surrounding the site of the proposed Western Sydney Airport (and 
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aerotropolis) are showing the most significant changes in commuter access between 2016 and 

2051. However, over the forecast period, the majority of employment density (measured by 

the commuter access) remains centred around the Eastern City where strong transport 

connections (for both road and rail) are readily available. 

Figure C.15: Overall change in commuter access index 2016-2051 (forecast) 

 

Source: Deloitte Access Economics (2021). 

Note: Chart captures all industrial areas. The commuter access index is a composite of equally weighted, normalised public and 

private (car) transport indices, where 0 and 100 are not present. 

• With Western City remaining largely dependent on private transport options, jobs that are 

more typical around public transport infrastructure (such as office and retail) are likely to 

remain heavily clustered around existing public transport nodes, including the Sydney and 

Parramatta CBDs, among other key employment centres. 

• Access to jobs in the far North (Brookvale) and South (Caringbah/Taren Point) Districts do not 

vary considerably over the forecast period, given that access to jobs is expected to remain 

fairly stable over time. However, residential pressure in these areas are expected to rise, given 

proximity to the coast, among other amenity-related drivers of housing demand. 

Retain and manage industrial areas are already facing significant residential pressures. This is 

expected to increase further. 

Key observations: 

• Eastern City faces significant pressure from competing residential demand compared to other 

Districts (See Chart C.14). In particular, the industrial areas around Blackwattle Bay, Glebe, 

Camperdown and Stanmore face the highest pressure from residential demand.  
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Chart C.14: Competing-use composite pressure index– 2016, Retain and Manage industrial areas 

 

Source: Deloitte Access Economics (2021) 

• While some areas of the lower North District, including Waverton, face similar pressures to re-

zone to high density high-value residential zones, the North District as a whole faces lower 

pressure compared to Eastern City due to lower population density in the upper North District, 

although land values and relative incomes are high in these areas. Overall, 8 out of the 10 

Retain and Manage industrial areas facing the highest population pressure are in Eastern City. 

• Increasing population pressures have historically resulted in industrial land beings rezoned into 

residential zones (most commonly Low Density Residential R2 and High Density Residential R4) 

or mixed use zones (B4 which allow shop-top housing) to support the growth in demand for 

housing. From 2011 to 2017, 180 hectares of industrial land in Retain and Manage industrial 

areas were rezoned for residential use, with 26% of the re-zoned land in Eastern City. 

Chart C.15: Rezoning of Retain and Manage industrial areas into residential/mixed use zones (2011 

to 2020) 

 

Source: Deloitte Access Economics (2021), DPIE and GSC (2020). 

• While the rate of re-zoning has subsequently moderated since the introduction of the current 

Retain and Manage policy, it is observable that the current policy places LGA-wide constraints 

on the ability of these regions to support housing growth. Indeed, with population growth and 

density forecast to continue in Eastern City, pressure from competing residential demand is 

only expected to increase across Greater Sydney. 

C.2.9. Impact of COVID-19 on industrial areas 

COVID-19 has had dramatic impacts on industrial area functions by reducing in-person 

transactions and normalising remote work. The pandemic has also heightened awareness around 

essential work and supply chain reliability that industrial areas facilitate. 
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Key observations: 

• COVID-19 has forced metropolitan centres and cities to rapidly adapt to more remote work and 

online customer transactions. Particularly over the periods of lockdown in Sydney (from March 

to July 2020 and more recently from July to October 2021) all non-essential work has been 

done remotely, and a significant amount of regular B2B transactions have moved online, if not 

ceased entirely due to restrictions imposed by public health orders.  

• Although parts of Sydney were affected differently, there was an average of 1.5% decline in 

customer trips across the 20 focus Retain and Manage industrial areas analysed (May 2020 

relative to September 2019). Covid-19 lockdowns had a greater impact on employment with 

an average 22% decrease in employee movements across the industrial areas – which 

captures both remote work and any declines in hours worked.  

• The relative change in the number of unique customers and customer trips in May 2020 

(height of Sydney’s first lockdown) relative to September 2019, for the Flemington industrial 

area is shown in Chart C.16. ‘Customer trips’ captures the total number of trips to the 

industrial area whereas ‘unique customers’ accounts for each customer only once. This data 

shows that there were 55,000 (20%) fewer customer trips to Flemington during this period, 

showing the significant disruption caused by lockdowns. Data for the Alexandria industrial area 

(not included in chart) showed a significant change with 15% decline in customer trips and 

55% decrease in employee movements. 

Chart C.16: Impact of COVID-19 on customers and customer journeys - Flemington 

 

Source: Deloitte Access Economics (2021), DSpark (2021). 

Note: Data only shows data for Flemington Retain and Manage industrial area. 

Percentages show the number of unique customers and trips in May 2020 relative to September 2019. It is unclear what 

proportion of these reductions are regular seasonal fluctuations between May and September 

• While in-person transactions declined during lockdowns, the pandemic period has raised 

awareness of the important role industrial areas play in maintaining supply chains, and the 

essential role played by freight and logistics. The data shows total employment in the 

Flemington industrial area increased by around 12% between September 2019 and May 2020. 

This likely reflects the important role that this industrial area plays in supply chains across 

Greater Sydney, particularly in packaging and distribution of wholesale fresh produce markets.  

• Overall, the mobility data also suggests that the most recent Sydney lockdown (from end of 

June to October) was no less severe than the previous lockdown in Sydney, with individual 

mobility (further than 10km) across all of Sydney down by 51% at the height of restrictions. 

C.3. Insights from business interviews and stakeholder consultations 

In addition to the quantitative evidence base, stakeholder consultations help inform the primary 

functions and potential risks to Retain and Manage industrial areas. 

As part of the Phase 1, detailed consultations were undertaken with key government and industry 

stakeholders. These discussions were led by the GSC and Cred Consulting through a series of 
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workshops. The workshops involved discussion of the current benefits, existing policy challenges, 

and opportunities to consider in the review of the policy. 

Overall Findings 

• Strong support from government and industry stakeholders (excluding property industry 

groups) for the existing Retain and Manage policy, though there may be benefit in refining it to 

respond to changing needs 

• Property sector industry group view the policy is too restrictive and inflexible. 

• The uses of industrial lands are evolving and future policy must support traditional and 

emerging activities 

• Leadership, stakeholder collaboration and communication about the importance of industrial 

lands is key 

• Mixed views on the appropriateness of other land uses on industrial lands 

• Evenly distributed industrial lands and activities are vital to a well-functioning, 30-minute city. 

Achieving even distribution will require different approaches across the Greater Sydney 

Districts. 

Table C.2: Summary of District perspectives 

District Summary 

Eastern 

City 

• Significant national and global trade gateways with Port Botany, Sydney Airport and 

Sydney CBD supporting these uses  

• Affordability and availability of industrial land is challenging particularly for locations 

with urban services and creative uses.  

• Agglomeration is an important consideration and the benefits of a cluster of 

companies and services, and protection of key logistics corridors and supply chains to 

boost productivity. 

• Increased recognition of the importance of industrial uses along the Parramatta Road 

Corridor and retention of these lands. 

North 

District 

• Industrial land is scarce and must be used strategically. Affordability and lack of 

suitable spaces are also impacting on the retention of new businesses. 

• Increasing interest in industrial land linked to health and education uses.  

• Increased demand for logistics, knowledge industries, bulky goods, start-ups, 

creative uses and artisan food production. 

• Maritime and working waterway uses continue to be important parts of the District’s 

industrial ecosystem. 

South 

District 

• High proportion of industrial land, low vacancies, but uses across the District are 

diverse and have different needs. 

• There are core industrial areas in the District that are strategically important to 

Greater Sydney and must be retained.  

• Many older industrial areas are small and constrained by surrounding residential 

uses, restricting uses and viability for some uses 

Western 

City 

• Predicted future shortfall of industrial land in the District due to high demand and 

forecast population growth.  

• Providing jobs in the district to reduce commutes for people is a priority.  

• Lack of servicing to new industrial land is a barrier and relationship to rural lands 

needs to be considered.  

• Key industrial areas around Western Sydney airport and Leppington are important 

Central 

City 

• Significant loss of industrial land and growth in knowledge-intensive employment in 

health and education sectors in recent years, alongside substantial population 

growth, and changing employment needs.  

• Varying demand for and availability of industrial lands across the district.  

• Key industrial areas  such as Westmead, Camellia, Lidcombe and Greater Parramatta 

to Olympic Park are important 
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Source: Cred Consulting (2021). 

Most stakeholders support the existing policy, but recognise that there may be benefit in refining 

the policy to support emerging industries and protect critical urban services. 

Table C.3: Summary of stakeholder perspectives 

Stakeholder Summary 

Local 

Government 

• Generally expressed strong support for the existing policy, noting that it 

provides councils with leverage to decline planning proposals not clearly aligned 

with the strategic plan. This is particularly important in instances where retail 

and residential uses are encroaching in industrial areas, contributing to the 

ongoing loss of industrial land. 

• Industrial lands and the activities occurring on them is dynamic and evolving 

and the policy should support emerging industries and protect critical industries 

(e.g. urban services). 

• The design approach to industrial areas is changing to maximise the variety of 

potential uses of sites, and the importance of increased amenity expectations of 

workers and businesses. 

• Several local government representatives indicated that the value of industrial 

land is not appreciated in the community, expressing a desire for clearer 

communication about the benefits it brings for a well-functioning, 30-minute 

city. 

• There is a need to protect industrial land to ensure the availability of land to 

support a variety of industrial activity that maximises benefits for the 

community. 

NSW 

Government 

Agencies 

• Generally expressed support for the existing policy and acknowledged that a 

more nuanced approach to planning is required to respond to the key 

constraints and differences between industrial uses and Districts across Sydney. 

• Some agencies did not state whether they supported the existing policy or not. 

• Consideration should be given to planning and considering the circular economy, 

freight network optimisation, and increased flexibility of land use. 

Industry Property sector peak bodies 

• Property sector peak bodies stated that the policy is too restrictive and inflexible 

and recognised the need for a more nuanced approach to planning. 

• Property sector bodies note the design approach to industrial areas is changing 

to maximise the potential uses of sites, and the importance of increased amenity 

expectations of workers and businesses. 

• Some peak bodies stated that it is important to have mechanisms in place to 

protect industrial lands, while others stated that there needs to be a focus on 

planning for the future and increased flexibility for evolving uses. 

 

Industry sector peak bodies 

• Industry sector representatives strongly support the policy and retaining existing 

industrial land and buffer zones to support critical industry operations. 

• Industry sector representatives expressed concern around encroachment from 

competing land use (residential and mixed-use). Key impacts from this include 

increased land prices, decreased operation effectiveness, increased costs of 

goods and reduced supply chain sustainability. 

• The way we define industrial lands and the activities occurring on them is 

dynamic and evolving and the policy should support emerging industries and 

protect critical industries (e.g. urban services). 

Source: Cred Consulting (2021). 
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Interviews with industrial business key decision makers help understand industrial area functions 

and potential risks to Retain and Manage industrial areas. 

As part of the Phase 1, in-depth interviews were undertaken by market research specialists 

Antenna Insights (part of the Deloitte team) with selected businesses. The business interviews 

aimed to obtain a better understanding of businesses operating on employment sites across 

Greater Sydney. The interviews focused on developing an understanding each business and their 

operations, understanding the site history and main motivations for site location, and 

understanding the changes that have occurred in the area over time. Overall, the businesses 

interviewed indicated that price and proximity to home are key determinants for the location of the 

business. Once established, these businesses rely on the surrounding area to source workers and 

customers. 

Figure C.16: Overview of the process undertaken for business interviews 

 

Source: Antenna Insights (2021). 

Key findings 

• A significant impact from COVID-19 on supply chain, business costs and client demand has in 

turn affected performance and profitability for business - despite an optimism for the future, 

many are currently struggling with the administrative and rental costs of their businesses.  

• Once established, a strong sense of 'set and forget' about where they are located - it is clear 

businesses are not actively thinking about their site and its role in the business with any 

regularity. 

• Location was initially driven by proximity to the founder's home (and customers) - as the 

business grows, it is cemented to this area by drawing employees and customers from the 

local area. Employees and the lot size and logistics (building size, heavy transport access) are 

critical features, while access to customers, building design, and local services (food outlets, 

retail and services) are seen as nice to have but not essential. 

• For many businesses interviewed, increasing residential development in the area comes at a 

significant burden - a reduction in clients and suppliers in the area (through increasing land 

costs), fewer alternative sites for their business as it grows, and challenges around noise 

complaints, limited heavy vehicle access, and on-street parking. 

• If they had to move, a significant portion of the businesses reported that they may close, with 

a significant portion unsure of what they could do - there is a high cost in moving for many, 

while higher rental costs and the comparative advantage of their current site (low rent, 

proximity to key employees and customers) would make the business model untenable. 
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C.4. Potential risks 

Potential risks (and opportunities) to industrial land functions 

Potential risks and opportunities for Retain and Manage industrial areas were considered in the 

absence of an industrial lands management policy for Greater Sydney. The risks to the three broad 

categories of industrial land functions are summarised below in Table C.4. 

Table C.4: Key industrial land functions 

Key industrial 
land function 

Description of risks to industrial land functions 

Supporting 
community 
needs 

Urban services and other local businesses are reliant on Retain and Manage industrial 
areas to be able to provide goods and services to the local community, and create 
employment opportunities for local residents. Industrial lands in Greater Sydney provide 
access to services such as automotive repair, maintenance, and hospitality in addition to 
employment opportunities in industrial, urban services, offices, and retail land uses. 
Importantly, appropriately located and designed Retain and Manage areas can help 
minimise adverse environmental impacts.  
 
Increasingly, industrial lands (which are generally characterised as low-value uses) are 
facing ‘up-zoning’ pressures from competing non-industrial uses due to rapidly growing 
demand for housing, office, and retail and the higher value associated with these 
developments. Without an industrial land policy, re-zoning pressures from encroaching 
land uses could result in the displacement of local businesses and urban services. Not 
only would this result in reduced diversity of local goods and services and loss of 

employment opportunities, it would also impact liveability outcomes. Objectives such as 
30 minute liveable cities may be harder to realise as businesses may be displaced to 
cheaper industrial areas which are further away from population centres.  It is important 
to minimise travel times and ensure communities have access to urban services and 
employment opportunities.. 

Supporting 
city 
functionality 
and supply 
chains 

Retain and Manage industrial areas are strategically located to maximise supply chain 
efficiency. These lands are generally located near ports, airports, intermodal terminals 
along transport routes, and urban centres, and are necessary for freight and logistic 
operations across NSW. Loss of industrial lands in these key locations could compromise 
freight network optimisation, resulting in higher costs associated with congestion, safety, 
reliability of service, and efficiency. Potential loss of industrial lands in urban centres can 
also increase last mile freight delivery pressures contributing to higher freight costs and 
emissions. Without industrial lands along key transport corridors, as well as throughout 
Greater Sydney, 30 minute freight areas may be harder to realise. 
 
In addition to supporting freight and logistics operations, Retain and Manage industrial 
areas are also strategically located to bolster industrial activity higher up the value chain, 
where access to labour markets is important. Appropriately located industrial lands 
support the clustering of upstream and downstream businesses resulting in co-location 
and agglomeration benefits for industries, such as construction or manufacturing, for 
instance. Co-location helps reduce production and transportation costs and 
agglomeration of similar industries supports collaboration and knowledge sharing 
opportunities. Loss of industrial areas may result in higher production costs or 
displacement of upstream and downstream business activity, eroding the 
competitiveness of these industries. 

Supporting 
economic 
resilience and 
future 
business 

investment 

Industrial lands provide diverse spaces (e.g. in terms of costs, lot sizes, flexible 
operating conditions), that support a wide range of existing and emerging industry uses. 
Increasingly, industrial lands provide an opportunity for business investment in, and 
formation of emerging productive and economic uses (e.g. circular economy, data 
centres, growing e-commerce trends). Industrial lands also support critical infrastructure 

(such as ports, airports, and data centres) which underpin Australia’s national security.  
 
In this way, Retain and Manage industrial areas provide appropriate lands to support and 
enable NSW’s current and future infrastructure, and support of existing and emerging 
business needs. These include low impact light and advanced industrial activity, and 
creative uses. Loss of Retain and Manage industrial areas could also compromise the 
option value of industrial lands which currently support a variety of business needs 
including (1) operational requirements (e.g. floor plate size, truck accessibility) and (2) 
affordable spaces for new businesses/start-ups and creative industries. 
 
Re-zoning pressures from competing uses such as residential, office, and retail activity 
could result in the permanent loss of industrial lands. This loss could be critical to 
emerging industries and the effective functioning of the future NSW economy, especially 
in the urban services, advanced manufacturing, and freights and logistics sectors. In the 
absence of a clear industrial lands policy, there is a lack of certainty required to support 
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business investment, reduce speculative holdings, and support current and emerging 
industries. 

Source: Deloitte Access Economics (2021). 

There are also potential opportunities to consider. For instance, the absence of an industrial lands 

policy could support increased residential activity in Retain and Manage industrial areas, which is 

associated with a range of costs and benefits. 

Analysis of the function of industrial areas showed that Eastern City already faces significant 

residential pressures, and that these pressures are highest in locations with good access and 

amenity, such as Sydney and Inner West LGAs. To a lesser extent, select Retain and Manage 

industrial areas in North District (North Sydney LGA) also face a high level of residential 

(competing use) pressures. 

Across these three LGAs alone, an additional 19,000 dwellings are forecast to be added over the 

next five years (See Figure C.16), accounting for 15% of total new dwellings in the 20 LGAs with 

Retain and Manage industrial areas, under current controls and policy settings.  

Chart C.17: Sydney housing supply forecast, 2020-21 to 2024-25 for top 15 LGAs with Retain and 

Manage industrial lands 

 

Source: DPIE (2021), central base case scenario. LGAs with the top 10 industrial areas facing the highest residential population 

pressure are highlighted. 

While this additional supply will alleviate some of the existing housing demand pressures, the 

absence of an industrial lands policy could result in the re-zoning of Retain and Manage industrial 

areas in these LGAs to further increase housing supply and provide greater locational choice with 

amenity and proximity to key employment centres.  

Additional housing supply in locations facing a high level of underlying demand for housing could 

support a range of potential benefits, including: 

• Reduced commuting times as residents are able to live closer to work 

• Reduced reliance on car use, and increased use of public and active transport 

• Access to better amenities. 

However, these potential benefits will need to be balanced against the risks associated with the 

loss of industrial lands. The trade-off between costs and benefits associated with a changing mix of 

land uses is analysed in detail as a part of the CBA. Achieving the best overall net outcomes for 

Greater Sydney will rely on optimising the mix of land uses across the whole urban system. 
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Figure C.17: Balancing the benefits and costs of additional housing in Retain and Manage industrial 

areas 

 

Source: Deloitte Access Economics (2021). 

Risk assessment results 

Based on the industrial area function analysis, consultations, trends and policy analysis undertaken 

in Phase 1, a potential set of risks were identified. Risks were rated as a combination of the 

probability of a risk event occurring and its negative consequence on the primary functionality. 

The overall score for each risk can be calculated by identifying the impact and likelihood of each 

risk. The impact refers to the consequences resultant from an event and the likelihood refers to 

the probability of a particular adverse event occurring. The lack of an industrial lands policy may 

result in a number of risks, which have varying impacts on the economy and the community. As 

part of the workshop key stakeholders, including state agency representatives, rated each risk on 

the impact and likelihood. The consolidated average for each risk is summarised in Table C.5. Loss 

of land for freight and logistics, followed by investment uncertainty feature strongly.
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Table C.5: Average score for each risk 

 

Risk 
IMPACT LIKELIHOOD 

OVERALL 

RISK 

KEY DISTRICTS 

1 Optimisation of infrastructure use may be compromised due to potential out of 

centre developments in industrial areas 
3.5 3.5 12.25 

Eastern City, Central 

City, Western City 

2 30 minute liveable cities could be harder to realise as some local community 

servicing businesses may not be able compete and could be displaced 3 4 12 

North District, South 

District, Central City, 

Western City 

3 Reduced diversity of local goods and services, urban services and industrial lands job 

opportunities  
2.5 2.5 6.25 

North District, Eastern 

City, South District 

4 Potential loss of key freight and logistics areas, and freight network optimisation 

could be at risk (including the 30 minute freight cities) 
5 3.5 17.5 

Eastern City, Central 

City, Western City 

5 Increases in production costs could erode the competitiveness of industries  
3 4 12 

Eastern City, North 

District, South District 

6 Reduced options for suitable land in appropriate locations to support investment in a 

variety of existing and emerging business needs, which could arise from 

irreversibility of up-zoning  

3.5 4 14 
North District, Eastern 

City, South District 

7 Encroaching competing uses could increase negative externalities (noise, pollution, 

congestion) between proximate users  
3 4.5 13.5 

North District, Eastern 

City, South District 

8 Greater investment uncertainty for business, and increasing speculative or 

unproductive land holdings 
3.5 4.5 15.75 

North District, Eastern 

City, South District 
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Potential risks to multi-dimensional industrial area functions 

There are eight risks to Retain and Manage industrial area functions in the absence of an industrial 

lands management policy. Although these risks do not apply uniformly, the matrix below highlights 

the extent to which each industrial area function could be exposed to a range of risks. 
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Table C.6: Potential risks each primary function could be exposed to 

 

 

Source: Deloitte Access Economics (2021). 

Industrial Precinct Function

Supporting Community 
Needs

Supporting city functionality and supply chains
Supporting economic resilience and 

future business investment

Providing goods 
and urban 

services to the 
local 

community

Providing 
employment 
opportunities

Providing 
intermediate 
goods and 
services to 

upstream and 
downstream 
businesses

Enabling freight 
and logistics 
operations

Supporting the 
operations of 

“gateway” 
locations such 
as airports and 
port facilities

Enabling 
manufacturing 

and 
construction 

activity for local 
use or export

Providing 
diverse spaces 

which 
supports a 

wide range of 
existing and 
emerging 

industry uses

Providing spaces 
for existing and 
emerging low 

impact light and 
advanced 
industrial 

activity, and 
creative uses

Protecting and 
retaining the 
resilience of 

supply chains 
and critical 

infrastructure

R
is

k
s
 t

o
 p

r
e
c
in

c
t 

fu
n

c
ti

o
n

s

Optimisation of infrastructure use may 
be compromised due to potential out of 
centre developments in industrial areas

30 minute liveable cities could be 
harder to realise as some local community 
servicing businesses may not be able 
compete and could be displaced

Reduced diversity of local goods and 
services, urban services and industrial lands 
job opportunities 

Potential loss of key freight and logistics 
areas, and freight network optimisation 
could be at risk (including the 30 minute 
freight cities)

Increases in production costs could
erode the competitiveness of industries 

Reduced options for suitable land in 
appropriate locations to support investment 
in a variety of existing and emerging 
business needs, which could arise from 
irreversibility of up-zoning 

Encroaching competing uses could 
increase negative externalities (noise, 
pollution, congestion) between proximate 
users 

Greater investment uncertainty for 
business, and increasing speculative or 
unproductive land holdings

Low risk Medium risk High risk
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Limitation of our work 

General use restriction 

This report is prepared solely for the use of the Greater Sydney Commission. This report is not 

intended to and should not be used or relied upon by anyone else and we accept no duty of care to 

any other person or entity. The report has been prepared for the purpose set out in the contract 

dated 16 July 2021. You should not refer to or use our name or the advice for any other purpose. 
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