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This course is based on the premise that GEOGRAPHY MATTERS in marketing and commercial success

MARKEING is about how to reach consumers of goods and services (how best; most efficient)
MARKETING GEOGRAPHY is about where best to locate to reach consumers of goods and services
BUT ALSO MUCH MORE.

THE RETAIL ENVIRONMENT.

Eg. 50% of new restaurants fail within 3 years
-independent stores rather than franchises/retail chain (McDonalds); most restaurant are independent stores

WHY?
1. number one reason ( selected wrong location w/ respect to location of market

2. lack of business know-how ( identity, NICHE, what to be

3. lack of effort

-sometimes restaurants have very specialized market instead of general market so detrimental if choose wrong location

-most likely smaller restaurants fail, those that choose their own location

Incidence of cholera death (mid 19th c. England)

· map shows geographical trends that c/n see w/ spread sheet/table ( see trend instantaneously in map
· map describe distribution of cholera deaths eg Lake Ontario clustered pop around lake; also linear

· 2 variables = water pumps, cholera deaths

· deaths clustered in Broad street pump, thus, possibly H20 transmit cholera

· distance decay = the further away from source, the lower the interaction / further away from pump, less likely to get it ( just like consumers stores; some ppl still think that there is even distribution of consumers up to a certain pt
Census Tracts 

· you select census tracts based on different qualities ex. Income, demographics 
· Censes tracts are supposed to contain about 2,500 – 8,000 people, they are small relatively stable geographic areas.   
· best source of data in terms of market
· this provides the best source of data in terms of market (has dozens of variables like age, language etc)
· Dissemination Areas (DA) contain 400-700 people – all of Canada divided like this

· Census metropolitan area (CMA)  - Area consisting of one or more adjacent municipalities situated around a major urban core. 
· To form a census metropolitan area, the urban core must have a population of at least 100,000. Also your community will be part of a CMA if you have ppl travelling to and from the urban core
· Toronto CMA largest in country; goes out to Oakville, Ajax (ends there b/c hits another CMA)

-however, there are many anomalies
-intervening opportunities:
-The number of persons going a given distance is directly proportional to the number of opportunities at that distance and inversely proportional to the number of intervening opportunities
Ex. not as many cases of cholera around some areas b/c there are alternative pumps provided that are closer ( since 50’s, middle income ppl moving to suburbs, thus, building shopping mall in b/t suburbs and downtown

-anomalies use pump from downtown (eg. work, shop)

-other anomalies: residents in vicinity that are not dead (eg. convent that had own pump; brewery that drank beer instead of water)

-ancillary retail: underground shopping closed during weekend b/c largest market back in suburbs on weekend
-Power Centre: cluster of big boxes tends to be located in outer suburbs, they can’t be dt because of the large space that it consumes, you have to walk to each store 
Online Retailing: is becoming more common, however it hasn’t replaced traditional retailing 

Independent Retailing: 3 stores or less, likely that it is specialized & usually found in dt because of the diversity of people that cities have to offer, sometimes these can also be found in malls 
Chain Retailing: 4 stores or more, are very predictable ex. If you go to 1 McDonalds you have gone to all
-gravity: the larger the mass, the greater the attraction 
               Eg. Toronto attracts more ppl than Barrie

-Traditional type of retail was the dt core 

-in the 1950’s suburban shopping malls emerged mainly for middle- high income families 

-fastest sprouting type of retail is a shopping mall 

-retail strategy – small number but huge stores 

-shopping malls are close to highways 

-shopping mall in suburbs b/c suburbanites are target market

-single detached, middle income, mobile

need large land for parking and to accommodate flat design; land cheaper in suburbs

-anchor stores at opposite ends eg. Bay, Zellers, Sears

-usually ppl comparative shop b/t big stores ( have to walk b/t them and exposed to all other stores

-accessibility of major highways b/c suburbian consumers are mobile; but if can combine w/ public transit then even better but automobile access is major priority

-Yorkdale d/n follow basic template b/c of expansion

-anchor stores = generative stores (b/c generate traffic)

-have high profile advertising (catalogs); generate consumers to shopping mall AND traffic w/in shopping mall

-suscipient stores: smaller stores in b/t; still typically retain chains

Eaton center is atypical as a shopping mall ( its vertically developed; ramps, glass elevator ; Vaughan Mills not traditional shopping mall
-Chloropleth: is a thematic map in which areas are shaded or patterned in proportion to the measurement of the statistical variable being displayed on the map. Provides an easy way to visualize how a measurement varies across a geographic area

-the darker the shade, the higher the value for that group

GIS (Geographical information system)
-is any system that captures, stores, analyzes, manages, and presents data that are linked to location
-most important aspect of GIS is that they allow data from several different sources on different topics and at different scales to be merged

-map variable (population variable, ethnic variable etc)
-2 in inner city ( Chinatown

-nowadays, immigrants go directly to suburbs; various established ethnic places in suburbs

eg of another targeted ____ of Toronto CMA
-various established wealthy neighborhoods

-educated, high income

-search using GIS ( bachelor degree

                             ( 100, 000 + income

                             ( house worth 400 000 +

                              ( 27/813 consensus tracts meet these requirements
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Francophone Yuppies in Ottawa (CMA)

(1) French-speaking

(2) Relatively young adults (demographic)

(3) High income; professional

Census tracts very dynamic ( over 50% can change in b/t census

-only 5 census tracts have all 3 components

Why are we interested? Could be private or public sectors

ClubMed is interested in this group; ClubMed is an all-inclusive, up-scale resort

-originally targeted at babyboomers that are single --> that has changed b/c market has changed; baby boomers are now married, have children

-Market changed therefore, supply changed

-they now have mini ClubMed’s so parents can drop off the kids and feel young again at ClubMed
-locations are also no longer in French-speaking locations

-not just need to know who target market is but need to know where they are; focus on specific census tracts: narrow down ( save money on advertisements and more effective

-5 census tracts in suburbs ( assumes these ppl work downtown

-cold in the Ottawa, put billboards of relaxing place on the route that target market take to work

Ecological Fallacy: 
-An error in the interpretation of statistical data in an ecological study, whereby inferences about the nature of specific individuals are based solely upon aggregate statistics collected for the group to which those individuals belong
-No guarantee all 3 characteristics are evident in one household; likely but not guaranteed; it is a precaution
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Megaplexes:

Single Cinema (one screen) ( multiplexes (6-10 screens; often in shopping malls) ( megaplexes (10-30 screens)

· Characteristics: many screens, quality audio, stadium seating, comprehensive concessions and arcades, more choice?                                              Higher Price
· Three big players: famous players, Cineplex Odeon, AMC

             -tremendously amount of things can spend money on
· Paradox, Growth in number of screens (not number of locations) in a sector (entertainment) that already has rapidly growing competition multi-channel tv, video arcade, theme parks, sports stadia etc. 

             -there must be expansion in market

· Does population growth account for the growth of megaplexes?

             -to some degree, but not that dramatically; income has not increased too much

EXPLANATION?

Baby boomers had a lot of siblings ( demographically, failed to reproduce themselves (no children, 1 children); signification contraction but produce mini boom because female’s biological clock ticking

1. Demographic lifestyle rather than population growth?

-baby boomers had children which are referred to as “echo kids” born 1980- present are increasingly  moving into teenage years, the so-called 6 pocket kids, malls and movies
- 6 pocket kids = 2 parents, 4 grandparents, or may also work themselves ( also, potentially all three generations can go together to the movies
-demographic group changed; lifecycle change

-question of MARKET (demand) and location; GIS can quickly isolate where they are

Who? Echo generation

Where? Where to locate facilities to best appeal to them ( both parents and kids quite mobile

2. Generative and mutually supportive (complimentary) activities w/I facilities, concession $$, between facilities malls and movies; commercial structure strategy; concession develops business for movie and vice versa
· SUPPLY
3. Response to competition: one company, many interests
-Paramount pictures

-Famous Players

-Blockbuster Video

-Multi-Channel TV (MTV, Friends etc)

- Theme parks and toy concessions eg. Canada’s wonderland characters

-Books related to movies

-Advertising

-‘platforming’ ( duplicate interests in movie; release in major city and then general release; then re-release

-VIACOM owns all of this; milking product for all its worth

-commercial strategy

-SUPPLY

4. Locational Strategy: More screens, fewer locations/ destinations

Locational analysis all the more important; Accessibility: public/private transportation

Examples:  Yonge/ Shepphard, Scarborough Towne etc, Yorkdale

-407 (Collossus, AMC); 30-50 at one intersection

-poorer service; on average must travel further to get it back b/c fewer locations; however, their first prime market is mobile so d/n care if hard to get there

-another example, is LCBO; shift from large number of small destinations to small number of large services; another example of this = hospitals ( less mobile part of pop compromised
-MARKET/ SUPPLY together
Emphasis in this course:

1. Mostly commercial rather than public services

Public service: firehall ( 4-5 min from firehall  (minimum level of service)

-must service everyone, must select location that can provide everyone w/ minimum level of service

-private service: Best Buy puts stores in most efficient location to service target market only 

2. Mostly locational analysis

3. Mostly North American and European example

4. Mostly applied rather than theoretical

5. Mostly intra-urban rather than inter-urban

Marketing Geography:
1. Geography:    

Approaches to the discipline: 

Humankind and environment ( human activity consequence for environment and vice versa 

eg. hot desert have smaller numbers of ppl

Regional/ Place ( Landscape ( climate, weather, ecological activity, human distribution

Locational Analysis ( Where? Why? Where to put in the future?; use this approach more in the 

( physical geography in all of the others – more particular concern

2. Marketing: ‘reaching the customer’, but much more

a) Economic

b) Social/Cultural/ Lifestyle

c) Urban Landscape/ Land Use

d) Psychology of marketing: consumer behavior

e) Recreation

f) Planning/ political

g) Employment opportunities

3. Marketing Geography (bringing together supply and demand): ‘primarily concerned w/ commercial location: how best to reach consumers of goods and services’

Some geographical contributions to marketing/ business making:

a) spatial analysis of retail/ commercial structure supply

b) spatial analysis of demand/ market/ consumers

c) locational analysis: locational strategy, which country, city, neighborhood?

( I )market area analysis; location, shape, composition
      (II) site eval’n ( which specific address

d) Spatial analysis of consumer behavior
e) Commercial Act as a land use: landscape, place, planning

The importance of Marketing and Retailing and other services
“the development and efficient distribution of goods and services”

“ how to best reach consumers of goods and services”

Marketing Geography

-primary concerned with commercial/retail location in reaching the consumers of goods and services
-essentially an economic/ business emphasis, but much more complex than just an economic exchange

(1)Economic 

a) Sector Shift Model

b) Share of the economy

c) Employment opportunities

“Sector Shift Model”

“Share of the economy:

ex. Compact disc

Production (physical production) ( private sectior

Design/packaging

Store/Storage/Finance

Transportation (distribution)                                  TERTIARY

Select (market analysis)                        Marketing/ Distribution 40-50% of Cost

Inform (Advertising)/ Persuading

Sell (retailing)

Consumption

-all marketing aspects that increase cost

-adds significant cost to product and adds significant employment opportunities

(2) Social, Cultural, Lifestyle

-values/norms/preferences/prejudices/lifestyle/personal expression

“America is a shopping mall”/ “Shop till you drop”

eg. Logo/Brands/ Status 

                  ( not so much product anymore but brand eg. brand beer drinkers fairly loyal to brand

· much easier to buy beer in some provinces not b/c not as much in demand in others but cultural norms/ context

(3)Urban Landscape

-retail or commercial activities dominate most accessible/visible landscape

- Retail dominates most visible landscape

( major routes dominated by commercial activity
( London/ Kingston/ Peterborough, Ont; try new product there first; if you want to introduce into Canadian Market; very very average, therefore, if you want to introduce into Canadian Market therefore, it is representative of the market you see elsewhere; you will find these groups in Toronto; retail chains is interested in this middle, average group
(4)Psychology of Retailing

“Every decision begins with an image”; 

“Perception and consumer behavior”

-giving us image of product

(5)Recreation and leisure

-eg. Eaton Centre ( anchor stores at opposite ends; #1 tourist destination in Ont.

-ex displayed in class is in text

-recreation ( retail, visitors, tourists, movie theatres, restaurants, community squares; Megaplex/ shopping mall power centers eg. West Edmonton Mall, Woodbine Center

-recreation and shopping are mutually supportive; recreation attracts customers that may also shop and vice versa
-shopping malls like retail chains b/c retails very predictable/familiar

(6) Political and Planning Implications

(a) Governments “manage” economy (Trade/taxes etc) 

     agencies; different provincial rules monitor how things….

(b) merit and non-merit goods

     merit: things government think are good therefore, promote consumption
     non-merit: discourage consumption by making illegal and adding lots of tax

(c) Planning land-use controls

    -techniques that enable us to find feasible location; have to also get liscence to build there
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Increased diversity & choice in retailing 

Changing formats, competitive pricing 

Diversity of product origins & retailers 

What accounts for these changes? 

A) Technological change

-Wal-Mart adopted Point of Sale – which allowed the stores to manage a lot of data and become more efficient, information was shared and didn’t have to stock items rather did just in time 

-RFID (radio-frequency identification) manages info and tracking, the only issue is that if they put these on individual products then they have access to information on whoever has it 
B) Increased Mobility

-increased mobility of people, so private sector took advantage of it by creating bigger but less stores 

-mobility of information reduces wastes 

-mobility can be revealed through the more diverse origins of goods 

-mobility of money has allowed for faster transactions worldwide 

C) Transportation improvements 

-we as consumers are more mobile individually 

-one technology that really increased the transportation of produces were standardization of containers 

-storages are no longer really used, we still have some but they’re for sorting rather than storing and it’s because the increased mobility has allowed products to arrive just in time 

D) Change in Retail Strategies 

-companies have decided to have fewer but larger stores 

E) Marketing 

-chronologically companies first…

-telling customers what products are and what is contained in them 

-Advertising 

-Logo 

F) Market & Consumer change 

-disposable incomes of people increased 

-people are more mobile

-people are more diverse

-people are more aware of products ex. Through the internet 

G) Government Policies 

-NAFTA has made trade more free but it’s still not absolutely free 

-EU has the more free trade that exists 

-Switzerland, Norway, Iceland not part of the EU 

H) Entry of new Players 

-when soviet union collapsed, they went into the global economy

-china & india have massive populations 

I) Capitalist Mode of Production 

-merchant 16th –European powers went abroad

-Mercantisim19th – revolution, little gov’t involvement, laissez –fair 

-Mass production late 19th – high consumption, assembly lines 

-Advanced- NIDL (new international division of labor) some places better at making certain products 

                   - flexible, Just in Time, transnational corporations, interdependent economies 
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Spatial Concepts and the Value of Location: Key Geographical Concepts

(1) Distance Decay
-“First law of Geography”: Everything is related to everything else, but near things are more related than  distant things
-increasing distance is proportional to decreasing interaction

-relationship between demand and distance 

-Disincentive nature of distance (take into account the cost in $ and time)

Power Node: 2 or more power centres in same intersection 
(2) Intervening opportunities
     -The number of persons going a given distance is directly proportional to the number of opportunities at that distance and inversely proportional to the number of intervening opportunities
eg. migration, retail interceptor rings ( simple strategies but often used
Thiessen polygon model: 

Half of potential consumer (market) go into B and other go to A

-but A and B must be identical

Distance ( determine where the consumer go; this model assumes everything else is identical

(3) Range: Point at which demand (and interaction) falls to zero b/c of increased travel costs (swales chapter 3)

(4) Gravity model
- the larger the attraction the less distance friction 
-social physics

-line/point of indifference - 
-distance and size – the line of indifference will move away from larger store in order to capture more ppl
Distance & Distance: The Spatial Demand Curve 
· distance as an economic cost

a) the higher the price, the lower the quantity you purchase
b) Cost & Distance- the further the distance the more you pay to get there but there are some exceptions ex. The TTC charges you same fair whether you are going to finch or queen 
The Spatial Price Curve
c) Spatial Price Curve: The price of the product is not just what the store sells it for, but also how much it costs you to get to the store and back 
d) Spatial Demand Curve: we’re willing to travel farther for certain goods; High Order shopping goods (eg. furniture, jewelery etc) ( willing to travel further on less frequent basis
· when get to the top of hierarchy of specialty, likely to be most accessible (downtown), more spaced; at the bottom of the hierarchy – general (very many)

Spatial Demand Curve and Types of Goods

Convenience Goods (Low Order)                                               Shopping Goods (High Order)

Intra-Urban Retail Hierarchies:
-detailed characteristics & distributions within urban areas show a hierarchal pattern 

-at bottom of the hierarchy there is a large number of small connivance stores which are closely spaces & sell basic (low order) goods ex. Bread, milk, eggs so customers travel frequently over short distances 

-at top of hierarchy there is a small number of large regional shopping centres which are widely spaced & sell high order goods (eg. Fashion, shoes) so customers travel infrequently over long distances  
-eg. High schools ~ widely spaced in the city; medical services: closely spaced together 
Classical Theory: Central Place Theory
settlements simply functioned as 'central places' providing services to surrounding areas
-The hierarchy suggests a rel’nship b/t the following characteristics

1) number of stores/ centres                   large number            vs. small number
2) size of stores/ centres                         small size                  vs. larger size
3) order (types) of goods sold                low (convenience)    vs. high (luxury)
4) spacing of the stores/ centres             closely spaced           vs. spaced
5) frequent of visits by consumers         frequent                      vs. infrequent

6) distance willing to travel by consumers short distance        vs. long distance

Inter Urban Retail Hierarcy; Central Place Theory ( Size & Functions of settlements

-this hierarchy can be compared to that of the settlement system

Range Threshold:

-if pop’n is sufficient, then the concept should be accepted

Importance of Locatoin and Competition

( Hotelling Model ~ Locational strategy (must consider market and competition)

-if you’re aware of the competition, then you’ll be able to to find the vest location, therefore, capturing the larger part of the market

CASE I: 
1) 2 ice cream vendors A & B compete for the same market; Since A’s initial locational decision B captures a large trade area

2) Over time, A responds & moves toward B ~ capturing the larger part of the market (now it has more than B)

3) B responds and moves toward A.  An optimum solution finds both vendors in the cetnre of the market  This strategy maximizes total distance traveled by the consumers, but creates a partial equilibrium (ppl on the edge have to travel further; A and B has lost some market; price war; decrease price but still lost some market…. This scenario leads competition to come in and capitalize on their mistake

CASE II: Two retailers split the market; this strategy minimizes consumer travel and the effect of future competition

-no price war

-on average, customers d/n have to travel as far

-not susceptible to other competitions

basic variable: distance
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The Value of Location: Bid Rent/ Trade Off Models    *graph
Accessibility increase ( Land Values increase ( Land Use

· Consider 2 institutional land uses: Ryerson and York

· York: large campus, low density, more space

· Ryerson, compace, high density, high levels of accessibility 

· c/n have premiums of both; trade-off ( c/n have both

The Logic of these urban land economic models:

(1) Sites (land) vary in level of accessibility, therefore, vary in value/cost

(2) Since all land users potentially benefit from accessibility and will bid against each other for accessible sites <Bid rent>   “trade off”

(3) But they (the land users) vary in the level of economic return they can get from the site, therefore, they also vary in their ability to pay for occupying the site.  Those most able to gain economically occupy the most accessible (valuable) sites ( Bid up to the highest and best use ( model explains land use patterns

(4) Spatial sorting of land users results according to economic gain and ability to pay

(this is an ECONOMIC MODEL: useful as economic; must keep in mind limitations; d/n consider anything else; d/n consider that heavy industrial is not welcome in inner city; d/n consider political/cultural

-assumptions

-trade off decisions

-HARMONY: assume that everyone should be happy where they are b/c that’s where they are able to pay

- PARADOX: low income areas in inner city? ( due to high density; not actually contradiction at all, poor household are in inner city but there are very high density; return in rent is still really high
Who gets the best economic sites? Business and Commerical use

Why? They outbid the land; some are able to outbid more than others

-best investors; able to get the vest economic returns out of the sites therefore can pay for site

Commerical activity:

1) Offices ~ workforce

2) Retail ~ goods and workers and consumers

Industrial: must assemble land use, raw material

Residential:

Agricultural

( all benefit from accessibility

-there are suburban sites also quite accessible (near subway, therefore, get clusters of offices there); have high density condominium; offices in suburbs called “office Campus/Parks” (wider than urban, traded off accessibility for larger land area

Graphs

Bounding a Spatial Market:

Bounding the spatial market of centre ‘A’
1) Institutional – government, national
2) Distance Decay (Range) ~ Cost more $

3) Competitive Boundary ~ more likely to bump into it

4) Natural Boundary ~ eg. mountain range, river, human boarders

Diagram

w/I same town, institutional, range and natural boundary not likely ( COMPETITIVE BOUNDARY

Unifying/ Simplying Assumptions:
-if we cannot live w/ assumptions of models then c/n apply it

-3 models: representation of the 

-to see the weaknesses: look @ their assumptions

-there’s only one 100% accurate model in the world ( the real world

-Models are undeniably beautiful, and a (wo)man may be justly proud to be seen in their company.  But they may have their hidden vices….

The Nature of Models

Model is an idealized representative of the real world in order to demonstrate (or investigative) certain of its properties.  In this def’n, the world model has 3 meanings

1) As a noun, it is a representation

2) As an adjective, it’s the ideal

3) As a verb, it means to demonstrate

1) Thiessen Polygon 

-draw construction lines between a centre & all adjacent centres 

-bisect each of the construction lines (measure exactly halfway)

-extent the bisectors at right angles (90) to the construction lines until they meet other extended bisecting lines

-this produces spatial monopoly trade areas around each of the centres 

Assumptions

-this method is useful because we identify how the market should be divided but we assume that census tracts are identical

- also assumes that distance is only variable (same service, selection, price); spatial monopoly

-customers are fully informed about all locations & all the distances 

-customers are economic operators – that is we make rational decisions & go to closest store

-the land is flat – equally easy to travel to either one of the stores 

-vertices are considered to be the best location because they are poorly services & least likely to cannibalize other stores 

2) Converse Breakpoint ( Some ppl closer to B will go to A b/c worth the trip- better attraction
-Reilly’s law of retail gravitation- the larger the mass the greater the attraction. The law presumes the geography of the area is flat without any rivers, roads or mountains to alter a consumer's decision of where to travel to buy goods. It also assumes consumers are indifferent between the actual cities. So considers size & distance only. concept of spatial monopoly; however, in reality, it is not a crisp boundary, there are overlappings.  See formula sheet
3) -Huff Model (distance/size/probability)

-challenges spatial monopoly with probability lines

-no census tract is going to be assigned 100% to any store – which makes this model more realistic

-however, once you try to visualize, it becomes problematic – may use GIS program

-May change variables in order to determine whether new stores are viable

-can change any of the factors in the eq’n; this is the power of the model – not much as to the established situation, but using what to determine NOW WHAT can we do

-not only look at where to place new stores but impact on others as well; may be used in planning scenarios; what size to make it so that it may have less effect on others in certain distance

-w/o model, cannot find out as you can’t ask people certain things if the actual shop etc

-postal code to compile statistic: specific enough but not too personal

-but business depot took liscense plate number and looked up

-difficult to visualize once more than 2 centres ( ppl like to see crisp lines even though not reality

See formula sheet

Casts Law of Retail Gravitation in a Probabilistic Framework

2. The Model : See equ’n

3. In order to apply model we need

a) A measure of size/attractiveness (eg. # of stores, employees)

b) A measure of accessibility: distance, travel time

c) Details on market eg. CT’s, FSA’s (HH’s, POP$, FAMEX)

d) Estimate of friction of distance associated w/ specific retail type (exponent b)

4. Applications: Using Model we can:

a) Assess theoretically existing market eize (pop, HHS, $) for each centre by calculating the proportion of each market (CT/FSA) that will shop at each centre

b) Address a number of ‘What if” questions strategy/forecasting)

-how will market share change with the introduction of new competitor/cetnre? With removal of a competitor?

-What if the spatial distribution of the market (pop) changes?

-What if incomes increase? Decrease? Famex?

-What if the mobility of the market increases/decreases?

-Economic variability/planning debates
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1) 1st Major Approach to determine Trade Area

-Normative ( income level, expenditure on alcohol from income ( literally make calc’s.

-can see which stores are over-performing/under-performing but most importantly see what happens when open or relocate chain; model tells you what is likely to happen (estimates)

2) Customer Spotting

-how do you spot customer for stores that you have not opened ( problem that normative model can overcome

How do you use polygons?

-look at big polygons b/c invole ppl traveling long distances; look at vertices
1) most distant from other stores;  most poorly serviced

2) in term so supply, also good site: potentially take business from other stores “CANNALBALIZE”; d/n want to cannibalize too much; want to be viable

-can put in new stores and make new polygons and see theoretically how much business gain and how much others lose

-not going to use all vertices ( just find sites and then research thoroughly (eg. if its in the middle of river, runway etc)

See chapter 3, Swales
-if want to close a chain, look at little polygons first b/c ppl involved d/n have to travel too much farther

Intensive development to accommodate more ppl ( predicted in 20-30 years

1) Avenue (major streets, not too much around it, Danforth, St.Claire

2) ?

3) Regernation: Old Industrial Sites

-malls: same as Thiessen EXCEPT takes into account Converse Breakpoint (distance, relative size): Converse Break point is an extension of Reilley’s Law of Gravitation

_____________________

TRADE AREA OR SERVICE AREA ANALYSIS

(Market Area Delimitation)

Private vs Public

1. Introduction: geography really matters in retail success

· a question of where to locate?

· Which country (first decision)

· Which cities (second decision)

· Where w/I the cities (intra urban ~ 3rd decision)

                                                 ( trade (market) area ~ how can we delimit the market area

                                                 ( which site within the market area (wite selection; what is actual address w/I trade area)

Public sector: obligated to provide minimum services to everyone

Private sector: pick site w/ best return w/ minimum effort eg. Wal-Mart strategy: downtown Barrie suffering b/c Wal-mart on edge and kill pathway

2. Techniques: for market area delimitation/ assessment
-Thiessen Polygon (distance) ~ only proximity matters

- Converse breakpoint method (distance & Size/ attractiveness)

-Huff Model (distance/size/probability) overlapping

-Market Penetration techniques: (eg Applybaum) ( completely different techniques ~customer spotting; actually ask customers where they come from to find trade area: “what actually”, not what should be according to model; actually “what is”

3. Relevant Concepts:

-Friction of distance, distance decay

-disincentive nature of distance (time/money)

-location and competition (hotelling model)

-utility (proximity, size, attractiveness)
Normative models: what ought to be ( but at the end of the day, not what ought to be now but real power is predict what would happen if we use change the scenario

( use this mode esp if alternative is not available

( changed things ( expanding/reduce/close; calc how much market likely going to get
-A and B might object to expansion but C has to get permission of municipality, planners, local politicians wil use these models to see if C will be viable and how ell A and B will do

( new mall opening: ‘D’; Q’s will D be viable, will others lose too much

( expansion of residential environment, entirely new market growing ( areas increase, decrease in number of ppl

( $ of neighborhood increase

( pop’n increase in mobility

Huff Model as Predicative Tool (from Text)

General model vs. normative model

-to evaluate reality ( labor intensive

-c/n use this approach for scenario of the future
Other major approach: What actually is

-postal code = sufficient detail but not invasive

advantageous: better than addresses in some cases; easier to store data; more precise in some cases b/c many strees w/ same name

-renting movie: have to give full address or w/n get service; have data on how much you send

diagram: clustered pattern is the geographical pattern

               distance decay

-must always address anomalies: empty areas near store could be b/c its nonresidential area

-far away ppl passby by other stores go to this one: work in that area or b/c its novelty grps
-Affinity cards eg Air Miles, help to get into from customers

 ( reward you for your loyalty

( can build profile on your spending habits

-set credit card stream of data and affinity card

In U.S: Beer and Diapers: found use in loyalty cards; when buy beer, also buy diapers; use to your advantage: can put far apart from store and exposed to other possible purchases or put close together to increase propensity of buying the two together

Ex: students studying distriubtino of Home Depot patterns

( w/o access to store data, student read liscence plate and go to ministry of transportation to get postal code

FSA (Forward Sortation Area) first 3 digits of postal code
Market Penetration Techniques  “Customer Spotting”

What proportion of the residents/households in a given area shop at the subject store/ shopping centre? Ie. What is the market penetration? These approaches differ from normative models such as Thiessen and Huff b/c they attempt to measure the ACTUAL performance (penetration) rather than suggest “what should be” given certain assumptions

In order to apply market penetration techniques we need:
-A list of customers who actually use the store from areas (eg. census tracts, FSAs) around the store ( “CUSTOMER SPOTTING” (Applebaum) eg. Affinity Cards, AirMiles, Store’s Credit Cards

CUSTOMER SPOTTING data can be obtained by: sampling sales slip, in-store contests, affinity cards, surveys, vehicle registration

Data mining, debit card growth

And for same spatial units (census tracts, FSAs) the TOTAL number of potential customers

( total potential number of customers can be obtained from : census trats, EAS, FSA, Enumeration areas, FAMEX/Household Spending; family expenditure data

Market Penetration: (a measure of success): Actual/ Potential (total) ( performance of particular areas

Primary markets: first 60% of customers (grid cells) are ranked by penetration rate & aggregated to first 60%

Secondary market: next 25%

Compare to spatial monopoly normative models

-census data ( dozens of variable (education and income) ( comprehensive nature; key disadvantage: every 5 yrs ( outdated

-FSAs d/nt watch up CT, lots of ppl d/n live in FSAs
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PSYTE: (psychology and ‘Site’)

Broad grps/ categories 

are furthered into subgroups 

(A1, A2, A3) 

7. Awareness Space (perception) 

-will have preconceived notions  

Activity Space (mobility) 

in terms of business, would have to go there besides just knowing (ch 8) 

Potter’s Diagram (ch 8)  

-awareness is much broader, but interact w/ quite few 

(ch11) 

Supply  

Urban Services Typology

INTRA-Urban retail structure

 Diversity ( Typologies -> by size; by location design fcn, simple 4 part classification characteristics 

Typology of Contemporary Urban Retail System (see pg 198)

Characteristics of Retail Supply 

Location: downtown, suburban 

Morphology: ribbons, planned centres 

Ownership: independent vs. retail 

Functions: specialized, general 

Market focus: eg. upscale/ ethnic 

Simple 4 Part Classification

1. Retail Strips/ Ribbons (unplanned)

2.Planned shopping centre

3. Ancilliary Retail; Office Towers/ PATH system

4. Individual outlets, power centers ; big boxes ( caterory killers

2) few shopping malls downtown

-major highways is a theme; shopping mall is highly controlled environment

-large site b/c free parking, need site to build big building

-if have public transit, even better

-suscipient stores pay more rent per sq. foot

-minimum number of exits; maximize customers mobility

-generative rel’nship b/t recreation and shopping

-#1 decision to determine which shopping mall to go to is closeness

-likely that women go to these destinations ( prime target market

3) fact that ppl work downtown

-path system, 100, 000 ppl that have access to path system w/o going outside; immense potential

-very controlled, not as much as shopping mall

-Heathrow apirport make more money selling things than operating planes

-if can link retail w/ office buildings, so much the better

-not primary fcn of any of those buildings: subway station, bus, office towers

-can wor there, recreate, shop and never have to leave system

-man actually closed on the weekends b/c target markets are at home in suburbs

-subways act somewhat like anchors

4) Big boxes, power centre

-IKEA, not new concept, Toys R Us

-free standing store

-Big Boxes: must drive from one to another

-power node: power centre on each side of highway

-must be located in highly accessible locations

-power node lost much more in distance than shopping centre

----

in recent years, increase in catalog shopping; television, online

-but majority of shoppers enjoy shopping; women shop more b/c have to ( shop for family, husband

-ppl use virtual shopping for research except where products is where what you see is what you get (eg. books, cd)

-comapnes that establish online catalog as well as store more successful ( if something goes wrong have physical entity; ppl d/n feel comfortable giving credit card online

------------

Retail Supply
1) The major actors

-independents

-retail chains/franchises 

-shopping centre developers             PRIVATE

-bank, insurance companies

( retail and shopping centre have good rel’nship

-gov’t agencies            PUBLIC

-planners

2) The Diversity of Retail Classificaiton and Retail Structure

~ A simple classification system

-independent retailer now less than 20% of shops

3) Retail Concentration

-a few cities command most market and sales

-a few cities have most retail chain headquarters

-a few locations in cities command most sales 

-there are many retailers but relatively few of them command most sales

-most retailers are independents but most sales are retail chains

-retail chains are numerous but a relatively small # of large chains command most sales eg. Walmart

(only have to address relatively small # of CMA’s to get more than ½ of the target)

4 )  Advantages and Disadvantages

An interdependent vs. independent approaches

1. General advantage of scale Economies

-most activities are cheaper at larger scale cost per unit is low

2. Avoid Restrictions of single/ few markets

-risk is spread (d/n have all the eggs in one basket)

-countries, regions, cities, trade areas

3. Aspects of overhead can be shared

-eg. administration, accountancy, locational analysis, training, technology

4. Leverage and purchasing power is high (ch 11?)

-negotiate w/ suppliers and producers if have massive exposure

-shelf space, own brands, cost to consumer

5. Experience: success and failure

-what works? Test product lines in a sub-set of stores

-TEST!

6. Maximize advertising

-high profile, different mediate, generative, universal application

-essentially identical thus one gernally workds

7. Wait-out strategy

-system-wide decision-making

-can afford to wait even when market is not fully developed

8. Very familiar and predictable

-assoicated w/ shopping centre

-also key disvantage as well;  may want something different

-sense of personal relationship (one of main competitive strategies)

-rigidity in format/ lack of flexibility

5) Shopping Centres

-developers and retail chains

-large and few

-shopping center design

6)  Power Centres: The way of the future?

Other trends: home shopping, catalogues, tv, virtual

-a virtual future?

-in short term, teleshopping is a compliment rather than replacement
Lecture 9 
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The Geography of Demand

The Market (population that we are potentially going to serve)

(a market is a set of consumers)

1. Spatially: bounding spatial market

    DEMAND and DISTANCE ~ identify spatial limits

2. Population Size: numbers, distribution and density, population change  ( how many, where

3. Socioeconomic Status: Income

                                         Education

                                         Occupation

Income closely related to education

4. Demographics: age, sex, lifecycle, population pyramids

5.Ethnicity: ethic origins, language, religion, birthplace

6. Lifestyle: combinations of above “Yuppies”

7. Consumer Behavior: mobility

Important Sources of Market area data

Census

Forward Sortation Areas (FSAs)

Family expenditures (FAMEX)

Affinity Cards (Customer Spotting)

Isodemographic map- map drawn to population density

27 CMA’s captures 65% of the population ~ disproportionately wealthy

recently, 4 major region ( more than 50% of population

-------------------------------

Population Change:

Pr = Pi + (B –D) + (I-E)

Canadians: Calgary getting young migrants and toddlers

( areas that lose migrants also lose their children

--------------------------------

Income:

-income is not distributed equally within society nor is it geographically

-higher income neighborhood likely in suburban

diagram: concentric circle

-the more far away from city, the high income

exceptions: poor neighborhoods in suburbs

                  rich neighborhoods downtown

however, more like sectoral patterns

separates and creates sectoral pattern ( railway track, lake, ravines

-HOYT sectoral model

-want to know who they are and how much they make, AS WELL, how they spend it: Household expenditure

-census data in conjunction is very powerful

-FAMEX ( stats Can; detailed study of different income household

-high income ( savings, taxes

-middle, lower ( high % in retail activity; but in absolute terms, have to get 4 or 5 poor household to equal 1 rich household b/c can get more out of rich family w/ less effort

-Education is mirror image of income

-Occupational Staus:

highly skilled: ‘white collar’, managerial, professional

middle: skilled/semi-skilled ‘blue collar’

low: unskilled

gray color older ppl staying in workforce

high education ( higher income (both male and females)

-ch 9, 5, 6, 7

Lecture 8:

Other variables may determine status: single detached homes is more income; less good variable b/c some high income ppl live downtown in condo’s

~ we are always generalizing but must always be careful

ex: stereotypical family: nuclear; less than ½ families are this

¼ of household is person living alone; maybe was in a nuclear family or will be one

4. Demographics, age, sex, lifecycle

m (( f , age

generalizations: 

-males are weaker

-more males at birth; into the 30’s, more frequent are females

-overwhelming female in old person’s home

-if know that population is elderly, then can generalize that it is predominantly female

-eg. Victoria island is predominantly female : 

(1) retirement community

(2) capital of B.C ( office jobs are female dominated jobs

(3) tourist destinations: female dominated sector

-eg. Ottawa has lots of relatively young females

       Sudbury ( industrial cities; male dominated sector

       Frontier town( lumber, mining ( male dominated sectors

---------------

Population Pyramids are useful:

Eg. France: gives indication of history of that grp

-yr of birth

( at first more males than females but when get into older population, than more females

( two gaps w/ few births: WWI and WWII; due to political uncertainty and men and women were not together

(when come back from war ( baby boom + good economic times

( baby boomers fail to reproduce themselves = contraction of population

-however, biological clock ticking, had an echo boom

( can predict past, present, future ; future is a challenge; need to provide schools; baby boomers retiring

-------------

Sense of what pyramid look like in future

-to predict change in demographic (age/sex) composition::

-Age specific Death Rates by Sex

-Age specific in Migration by Sex

-Age spedific out migration by sex

-Births into the pyramid/population by sex

(pop at risk = females in fertile range)

-w/ this information, can put together to model to predict; useful to immigration

-d/n want them too young b/c will have to educate them

-d/n want them too old b/c expensive healthwise

Calgary: young ppl and their children

-if look at census tracts, going to get distinctive

New Suburbs          vs. Old suburbs

(young adult                  middle age parent, teenage children

young children)

---------------------------------------------

Life Cycle Groups ( at each stage, going to demand different things

                              ( built around nuclear family

0-5 Young Children   

-Baby food, toys, nursery furniture, clothing

6-19 School Children (&Teens)

-clothing, sports, equipment, music, tapes etc

-school supplies, food, cosmetics, DVDs, Used Cars, Cell phones, mP3

20-34 Young Adults

-RRSP’s, autos, furniture, houses, clothing, recreational equipment; purchases for younger age grp

35-50 Younger Middle Age

-RRSPs, large homes, better/bigger autos, 2nd cars, new furniture, recreational equipment; purchases for above

50-64

Empty Nest

RRSPs, recreational items; purchases for young married and infants

65 Retired

-medical services, travel, drugs; purchases for young grp

---

1. Ethnicity, Languages, religion, birth place

Census: “mother tongue” = language you understand but d/n necessarily have to speak, can also ask “homeland, religion”…. “what is your ethnic origin”

-Atlantic: still uniformly British b/c first settlement there

Ontario ( Westward; booming at the time of immigration profile

-praries; want to find immigrants that can survive better there; British c/n ( Ukraine, Russia; identical area to the praries

Ontario and B.C ( main source of foreign born 45% of CMA is foreign born

Internal (Voluntary)

External (Involuntary)
-clusters of pop; identified by interal and external processes

-ppl select it b/c they feel comfortable(eat same food, religion etc) ( internal

-d/n want to live there b/c you feel excluded ( external

-both processes going to be at work

example of Jewish population of Leed’s England:

1931; cluster                                                          

1965: linear cluster going out to suburbs (lifestyle) ( but not just that, increasingly new immigrants go to suburbs b/c much harder to come here; therefore they are rich and b/c there are already established communities

BIA’s ( emphasize ethnic themes and business area capitalize it

( street signs

( some planning; not as much as mall, but still some coordination

-combination of age, ethinc eg that indicate lifestyle group

-what, where who are these lifestyle grps; want to know what magazines they read to know where to put in advertisements; Toronto star giving out free newspaper on UT campus; want to expose us to ads and expose us so we get attached
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Site Selection Approaches (more specific than trade analysis)

Qualitative ( Subjective

2. Rules of Thumb: intuition (about possible important variables), experience, observation, gut feeling, trial and error
3. Descriptive Inventories: list of key factors, which site has most? Important variables. We haven’t verified if these variables are important. 
4. Ranking: rank sites on the basis of key factors thought to be important ~ whichever comes out most overall ( added some quantification. We still haven’t verified the variables.
5. Ratio: of existing outlets, E.G populations per store, sales per square foot (how are variables/ factors identified above) We still haven’t verified the variables. 
6. Analogues: duplication of existing well performing sites. We go to successful sites & locate data on variables we think are true. Then we go to other sites with similar data & locate store 

7. Location Allocation: best set of sites to service existing population

-firehall strategy, public sector vs. private sector (banks, gas station)
8. Regression models: simple regression; multiple regression

-must test to see if these variables are, in fact, related to success; verify dependent variables on level of performance service eg. sales, entire pop most effectively to a minimum level

Simple Regression 

-Association between 2 variables 

-the closer you are to 1 the stronger the relationship 

-you will get an r-value of either positive or negative 

Multiple Regression 

-more realistic

-if we collect data from dt this should be used for dt location 

-we still need to use our intuition to select variables 

Quantative ( Objective

-more rigorous; not taking on characteristics unless shown to have correlation w/ success

Site selection using multiple Regression

-The rel’nship b/t weekly sales (Y) and several site and situational variables (X1, X2, X3)

* the closer to one the more powerful the variable

* 5 variables

Example of Central, City Convenience Stores
Y (weekly sales) = 3087 (constant) + 3.3X1   + 10.5X2   - 15.1X3  + 0.08X4  -18.7X5
                                                                                               (0.563)           (o.287)         (0.334)        (0.097)              (0.776)

+, - sign indicates nature of association for each variable

(  ) standardized regression coefficient 

R2 = 0.876 (regression coefficient)

Independent Variables
X1   = # of households within 1 km (+)
X2  =  # of schools within 1 km  (+)

X3  =  # of competitors within 1 km (-)

X4  = # of parking spaces within 500 m (+)

X5  = distance in metres from nearest public transit (-)

Values for Specific Sites

(A) 

X1   = 2000

X2  =  10

X3  =  8

X4  =  25

X5  = 200

Y = $5933.20

Two other sites:

B: $7, 550

C: $ 3, 454

Which one?  B, but may be costly to occppy, must consider NET
-need existing data for a set of similar store

------------------------------------------------------------------------------------------------------------

Site Evaluation: The Use of Multiple Regression

1. The concept of regression

Simple Regression: the association between two variables; positive and negative association, regression coefficient (r2)

-1, 0 , 1 ~ the closer to one the better

intuitive and counter intuitive

2.  Multiple Regression: R2
The rel’nship between a dependent variable (eg. Sales $) and several site and situational variables (independent variables – eg population, # of households)

3.  How to apply regression analysis

a) Need detailed data on variables (data files) sales and potential independent variables *many considered) ( VERIFY for same kind of store in same type of location

b) Isolate key factors (variables), the individual association of independent variables

c) Deveop/calibrate the regression model on the basis of experience in

4. An example central city convenience stores ~ intuitive and counter intuitive variables 

-usually 

-usually counterintuitive variables can be explained intuitively eg. downtown sites, competition positively associated
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The Changing Geography of Consumer Demand (Market) 

-market change ( supply response

-Visible minority: “Not!”

-right now the trend is smaller number of larger stores; sometimes supply can manipulate market
A. All Elements of the Market can change:

If pop increases, sources increase

-SIZE: P2 = P1 + (B – D) + (I – E)    - focus on bigger urban places

-composition socioeconomic ( income (spec disposable income; luxury items), location, education))

-Lifecycle ( Demographic (aging early boomers, smaller household, families)

                    -baby boomers reaching retire age; gray collar; still very mobile

-Ethnic (diversity increased – shift away from traditional sources, like British Isles; immigration changes – new concept: planned shopping centre specific to Ethnic groups eg Pacific Mall)

-consumer behavior – mobility increases, information, internet (mostly for research), catalogue, TV

Consumer Behavior:

1: Normative Models “Economic operator”

2: Awareness and activity space “Potter’s diagram”

3: increased mobility

-public vs. private sector

(I) YOPHS  ( some grps are poorly serviced by retail sector
-recent immigrants, youngs (toddler and children), old (physically constrained), poor (less money to afford), housewives (man gets car, woman usually isolated), sick
-females in generally are often less mobile: (1) take care of children,chores, have to do things in short distance or will not get done;  (2) office jobs --< likely in city, serviced by public transit;  (3) safety; at night, very constraining

B. Examples of change at settlement scale

-migration, redistribution, inter-urban

-migration is a relatively effective measure of economic prosperity

-there is a shift to Western Canada

-loss in 1 ocation is gains in another

-overall for Canada, focus on fewer large places at expense of others

-linear extension to suburbs “street-car suburbs”

-used to be railroute, street car; only middle-high income can afford commute

-now the automobile era (when most land consumed)

-affordability, roads to drive on, electricity, gassline

-sewer capacity!! *helps suburban development

C. Examples of change at intra-urban scale
-trend has always been suburbanization at the cost of older part of city of Toronto
-downtown, suburbs growing; everything else in decline

-not much room left in the Toronto area thus suburb development

1. Suburbanizaiton “empty nests” ( power centres, shopping centres went there cuase market is there

2. Inner-City Revitalization: Gentrification (pop decrease, income increase)

                                                 Redevelopment (pop increase, income increase)

3.  Segregation 

-voluntary (internal) factors

-involuntary (external factors)

-response is highly specialize dretai

-may be segregated in different categories

-anchors: amenity, environment, institutions

-----------
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-must coordinate time and place: 

-in tradition retail: like is together

Planning Issues

-any proposed change in land use is ultimately considered in the planning and political arenas

-all land use change (no matter how minor) involves some degree of tension and conflict

eg. building subway station

NIMBY syndrome:  (not in my backyard); no one wants parks, schools etc in their neighborhood

Aka. LULU: locally unwanted land use

Externality: a cost or benefit to an activity/aprty ast he result of actions of a second activity over which the firs has little or no control 

Diagram:
-good/bad of scenarios eg. subway stop: increase convenience; but also increase rent: property skyrocket in value; pollution, noise on construction

0the closer to the development, the more likely to have externality ( DECAY effect

eg. buildings—wind tunnels

-Sport Life building: positive: attractive: increase residential land values/ negative, noise, traffic congestion, parking (spill over to residential neighborhood)

-different actors would have different opinions:

eg. Shopping Mall: Consumer-Pro; Politicians: pro (unless represent nearby residents); planners-mixed; nearby shopping mall—con

-importance of +ve/negative

eg. ‘monster’ homes, subway station, soccer stadiums, retail activity

The example of large planned shopping centre

( identification of actors (stakeholders) positions and arguments
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