Marketing Geography Lecture Notes
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- this course is based on the premise that geography matters in marketing and commercial success
- marketing is about how to reach consumers of goods and services

- marketing geography is about where best to locate to reach consumers of goods and services


- but also much more:



- the retail environment
- where are stores located? where should they be located?
- store location based on:


- the nature of the market you are trying to appeal to (demand)


- what facilities already exist (supply)


- also age, income, population concentration, traffic, etc.

- climate change is most significant problem we are facing today
- moving/shipping goods affects carbon dioxide levels

- goods we consume require energy

- the recession is also a large problem

- affects consumption

- government strategy was to spend more in terms of economic stimulus to get us out of recession, working right now, this holiday season much better than last year (economic success but damaging to environment – usually recessions give environment a break, but not when spending is up like now)

- geography/mapping

- mapping of gathered data


- stores ask for postal codes so they can locate you


- it’s quick

- gives sufficient detail without compromising identity of person (one shares postal code with neighbours)



- easy to use in GIS (Geographic Information Systems)



- a system for mapping, analysis
- matches postal codes with longitude and latitude, among other things

- creates maps in a very short period of time

- map of Montreal

- small dots are customers (demand)

- big dots are stores (supply)
- proximity is number one reason for consumer selection of stores
- mapping of consumers’ postal codes is done to reveal:

- patterns


- location for consumer proximity

- distance decay – the further away from a location, the less likely one will interact with it
- franchises carve out territories, but for most other stores, there are no distinct service areas (gradual end to interaction, not sudden), consumers are not grouped in circle around store core, more unevenly dispersed


- water (eg. rivers) preventing consumers from reaching store locations


- the market – consumers looking to purchase goods
- variables, such as average household income distribution, age, population density, household composition, marriage status, occupation, home size
- choropleth (shaded) maps & censuses show detailed characteristics of population


- darker shades of same colour show higher values

- problem is they quickly go out of date, many people move their home in between censuses


- census tracts – groups of population organized by location
- businesses are more successful in some census tracts compared to others, regardless of location, due to:

- target marketing of people or locations

- when opening new locations, business look to copy business footsteps of successful census tracts

- census tracts are usually about 4,000 people

- units smaller than census tracts are called dissemination areas

- CMA – Census Metropolitan Area (large urban places of at least 100,000 inhabitants, which are functionally linked)

- population of city of Toronto is 2.3 million
- population of Toronto CMA is over 5 million

- Oshawa, Barrie, etc. are CMAs surrounding Toronto

- educational attainment and income are strongly correlated

- Toronto map of the established wealthy is based on high income, high education, and high property values

- Rosedale, Forrest Hill, Bridle Path, northern part of Markham, etc.
- gentrification

- supply has to be dynamic in response to market change

- most new restaurants fail within 3 years, why?

- selection of wrong location relative to desired clients (competition in the neighbourhood) is main reason

- can’t find loyal clientele/repeat customers


- run out of money
- fastest growing types of retail:
- online retail is fastest growing, but it won’t overtake regular stores

- shopping malls/centres – multiple levels, high density to make most of small space


- retail strips


- power (big box) centres


- ancillary retail
- retail chains – 4 or more stores under same management/ownership (eg. The Bay, Shopper’s Drug Mart)
- independent stores

- choice of large shopping centre?


- based on proximity

- trend in retail strategy:
- smaller number of bigger stores instead of large number of well-distributed stores
- window shopping shows shopping is not just about a simple economic exchange


- for a large number of people, shopping is also a recreational activity

- shopping has gender bias

- combination of shops and theatres are very potent for consumerism

- public sector (hospitals, firefighters) has to service everyone, at least at a minimal lever, unlike private sector, but cannot do so equally/as quickly (those living closer to hospital or fire station will obviously be helped before those living further away)

- some shoppers have become more mobile, others have not
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- suburban shopping malls started to develop in the 1950s
- car became object of consumption in 1950s
- ancillary retailing, online retailing rapidly growing
- power center – clusters of big box retail stores
- specialized stores, eg. licensed sex shop (not always acceptable in all neighbourhoods)
- highly specialized retail – likely to be independent, eg. whisky store, smoked fish store, pastry stores, delis, bakeries
- independent - 3 stores or less

- chain – 4 stores or more

- pedestrianized road retailing, pedestrians have right of way, we don’t have this in Toronto, but exists in Ottawa and Europe
- suburbanized shopping malls are surrounded by parking lots and cars
- retail chains + shopping malls are predictable, controlled environments (they are all very similar to one another), eg. if you’ve been to one McDonald’s, you’ve seen ‘em all, even if they’re in different countries (only small differences)
- transportation hubs/stations are perfect for ancillary retail
- Wal-Marts are typically big box
- ethnic retailing (eg. Little India, Chinese malls) doesn’t always service local resident market
- last week

- proximity


- public vs. private strategies


- census tracts


- CMAs

- case study #1


- each dot = cholera death


- cholera deaths are clustered in the center of the map


- P = water pump

- hypothesis - the further away from the pump, the fewer cholera deaths (distance decay)

- when the pumps were broken, deaths declined (potentially proves hypothesis)


- anomaly – something outside the general pattern


- anomalies

- there are people dying outside of the center of the map near the good pumps (because they drank from the water pumps in the center of the map when working, visiting, or shopping downtown)
- intervening opportunities – the pumps outside of the center intervene with the ones in the center because people drink (or buy) the water (or stores) closest to them
- as geographers, we


- collect data


- map data to discover patterns
- francophone yuppies in Ottawa

- census tracts – 4,000 people

- francophone yuppie 
- French speaking




- young adults





- high income mobile professionals

- Bloc Quebecois could be interested in this data for the purpose of trying to get supporters
- Club Med (French upscale all-inclusive resort company) was also interested in this data because it’s oriented toward rich, young people (target market)
- supply has changed according to demand (changing market)


- Club Med interested in who these people are and where they are
- most of these people working in the downtown government buildings (with this map, companies can trace their routes and advertise accordingly instead of wasting money by advertising everywhere)
- ecological fallacy – assumption that all people in a certain area are the same, assumption that they are all like the average, that there aren’t distinct groups or individuals (eg. all people in Rexdale and Regent Park are criminals/violent)
- shopping mall supply


- located near highways

- high level of accessibility to mobile market

- high level of visibility


- large site to accommodate busyness (parking lots help)

- middle income market

- people often shop at the big department stores in the mall so placing them at opposite ends of the mall generates traffic within for smaller stores in between, this attracts shoppers


- lobster trap syndrome – easy to get into, hard to get out of

- exits are few and far between, so if you’re planning on exiting, chances are you will enter another store before you exit since there are so many stores in between exits

- banks and ATMs are located near entrances/exits so that shoppers pick up money before they can spend it/“do the damage”


- chain restaurants are most common in malls


- all of this is planned, not accidental

- power centers (suscipient stores) are different from shopping malls (generative stores) because you have to go outside and walk/drive from one to another

- tutorial

- TA Hugo Bonilla

- e-mail – hugo.bonillamelo@utoronto.ca
- first assignment

- due February 11, 2010 in tutorial

- parts A & B – data collection

- part C - analysis


- put last name and middle number of student number in bold
- make observations during midday during a weekday, do same time for both parts A & B
- start from intersection and walk east or west

- include name of store, type of store it is, identify if chain or independent

- make comparisons between underground and regular retail
- do both sides of the street

- no need for colour on the maps, make sure they are clean, have a good legend
- 2 maps, both on 8.5x11 paper

- planned/unplanned retail, public/private space

- show multiple stories only if used for retail, don’t if residential or office or academic
- part C – maximum 5 pages double-spaced, make comparisons

- discuss location, accessibility, market orientation, degree of speciality, design, composition, demographics, what kind of people (more men, more women, more children, more elderly, etc.)


- use legend, can create charts

- justify your answers


- use footnotes if referencing


- still have to draw & label non-retail buildings
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- visibility and large space (for stores and parking) are key for shopping malls
- big box stores are separate from each other, not enclosed, people have to walk, drive from one to another

- power centres are usually driven to, public transit does not always
- generative stores – generate traffic to and within stores

- suscipient stores

- choropleth map – the darker the shading, the higher the value
- income, family status can be compared/analyzed with race/ethnicity using GIS
- megaplexes: old principles, new structures?


- single cinema ( multiplexes ( megaplexes (10 to 30 screens)

- megaplexes of at least 10 screens are fairly new phenomenon, before, one screen was available for one neighbourhood

- characteristics: many screens, quality audio, stadium seating, comprehensive concessions, arcades, etc.

- three big players: Famous Players, Cineplex Odeon, AMC, and other regional players

- paradox: there is growth in number of screens (not number of locations) in a sector (entertainment) that already has rapidly growing competition, multi-channel TV, video, arcades, theme parks, sports stadia, etc.

- does population growth account for the growth of megaplexes? no
- explanations for growth of megaplexes

- 1. demographic lifecycle rather than population growth



- baby bust after baby boom

- baby bust generation didn’t have nearly enough children compared to their parents, didn’t have enough children to replace them




- market/demand
- baby boomers’ “echo kids,” born 1980-present, are increasingly moving into teenage years and older

- the so-called “six-pocket kids” (2 affluent parents, 4 affluent grandparents as sources of income, last pocket is the kids themselves, their money coming from part-time jobs)

- malls and movies (things people like to do in their free time)



- 2. generative and mutually supportive (complimentary) activities




- supply


- within facilities: concessions





- between facilities: malls and movies

- 3. response to competition: one company, many interests (milking the original product, the movie, for all it’s worth)



- Paramount Pictures




- Famous Players




- Blockbuster Video




- Viacom (biggest one)



- multi-channel TV (MTV, Friends, etc.)




- theme parks, books, and toy concessions





- eg. Canada’s Wonderland characters




- advertising products




- platforming (of big movies)
- release movies in select markets to create hype, then add more markets where original people see it again + new people with interest see it for the first time, then perhaps re-release it

- commercial strategy – movies are a great vehicle for commercials
- they play for about 20 minutes before the movie starts

- many commercials within movies themselves (product placement)

- target market of megaplexes is middle class or higher, (suburban) people who have access to cars and plenty of money to spend at the multiplex, multiplexes don’t care if poorer people can’t get to them because public transit doesn’t reach them

- 4. locational strategies: more screens, fewer locations


- locational analysis all the more important

- accessibility: public/private transportation


- examples:

- Yonge/Sheppard, Scarborough Town Centre, Yonge/Dundas, Yorkdale, Colossus 18 + IMAX, AMC 30

- textbook, read Introduction, Chapters 1 & 2, and Appendices

- course context

- supply and demand

- supply and demand in commercial (retail) and public services




- store and customers




- hospital and patients




- library and patrons




- school and students




- cinema and patrons


- course emphasis/context


- mostly commercial (retail) rather than public services



- mostly locational analysis



- mostly North American and European



- mostly recent, 1950s and on



- mostly practical rather than theoretical



- mostly intra-urban (within) rather than inter-urban (amongst/between)

- course outline



- geography of the market/demand




- what - socioeconomic, demographic, ethnic, lifestyle




- where




- why



- geography of supply




- what – strips, malls, power centers




- where




- why – are shopping malls located in the suburbs?



- consumer behaviour



- the geography of supply shapes the geography of demand

- geographical context


- approaches to geographical problems


- geography: the study of the planet as the home of humankind

- eg. climate change is a physical process, but it’s also enhanced by human activity & it has human consequences, 2009 was one of the warmest years of all time, 1998 and 2005 were the hottest ever

- geography is an interdisciplinary study


- geographical approaches:

- humankind and environment (humans manipulate the physical world, always for the worse from a natural point of view)
- regional studies (place and landscape)

- locational (spatial) analysis

- what? where? why there? because most accessible and most visible, where next?



- overlap; also physical geography

- global context


- retail change in a global economy



- increased diversity and choice in retailing, eg. Wal-Mart


- changing formats, competitive pricing, eg. big boxes



- diversity of product origins and retailers



- what accounts for these changes?




- technological change (innovations that we don’t really need)

- products: IPod, IPad, IPhone, cars, software, DVD, TV, PDA, video games, cell phones, microchips

- activities/processes: point of sale scanners, radio frequency identity tags, distribution, diversity, prices, communications, efficiencies
- building of obsolescence – eg. computers become out of date almost right after we purchase them

- increased mobility
- of people/customers, products, raw materials, information, money/capital/finance
- political barriers of money mobility are going away



- transportation improvements





- public transit used to be private transit in the past

- independent mobility/auto use is up, dependence on public transit is down

- containerization (standardized)

- few super-warehouses/double docking



- change in retail strategies – marketing





- formats: power centers, online, ancillary, malls, etc.





- fewer, larger stores

- we’ve moved from informing (persuading) to advertising to branding




- market and consumer change





- market is increasing in numbers

- market is more informed/aware of products (partly because of the internet)





- disposable income has increased





- market is more mobile





- market is more diverse (ethnically, etc.)




- government policies




- freer trade, NAFTA (not free trade, but freer than before)

- European Union is the freest trader in the world (in terms of size, mobility, etc.)

- map of EU spells each country’s name in it the way it is spelt there in that exact same country)

- WTO and GATT are trying to create freer trade and movement of goods

- entry of new major players as producers and consumers

- China, Eastern Bloc, and India - all have huge populations
- most important: the shift to disorganized (advanced) capitalism mode of production – globalisation, interdependent economies, flexible production, TNCs (transnational corporations)

- capitalist modes of production throughout history



- merchant capitalism - merchants

- mercantilism - 16th century, European powers abroad

- early independent capitalism (competitive capitalism) – 19th century industrial revolution, little government involvement, laissez-faire

- late industrial capitalism (organized capitalism or Fordism) – major role of national governments, mass production, high mass consumption, assembly lines

- advanced capitalism (disorganized capitalism) – flexible production systems, transnational corporations, new international division of labour (some place are better at producing certain goods than others), just in time delivery, less government influence

- when you enter a mall or convenience store, you are entirely manipulated as a customer

- eg. most people want to buy milk, bread, and eggs at convenience stores, but they are located at the back, while candy and other unnecessary items are placed in front of them/on the way to the back, in order to draw the shopper’s attention to them
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- Wal-Mart is store and warehouse at the same time

- public sector (eg. hospitals) provides fewer, larger locations to serve many people from many areas, this anticipates higher mobility of consumers
- cost of product is closely related to cost of labour
- spatial concepts and the value of location (intro, ch. 1-4, appendices)

- key geographical concepts
- 1. distance decay (pg. 56)
- interaction decays with distance (interaction between A & B most likely to occur the closer A is to B)
- friction of distance – distance still counts, it takes both time and money to cover distance

- disincentive nature of distance – the greater the distance, the greater the cost

- eg. the relationship between demand and distance

- the further away you go to shop, the less you’ll buy because you have less money since distance costs money



- 2. intervening opportunity (pg. 60)

- intervening opportunities prevent someone shopping at a store very far away from their home because the intervening opportunity is closer

- eg. migration




- retail interceptor rings




- power node – two or more power centers at the same intersection




- sphere of influence

- 3. range (of influence) [ch. 3]

- point at which demand falls to zero because of travel costs (at some point, if a store is so far away from customer, interaction will not happen at all)

- line of indifference – based on distance
- Thiessen polygon model, based on distance - assumes that everything about the two stores is the same – prices, service, quality, etc.

- gravity model/concept
- demand and distance: the spatial demand curve
- the demand curve - quantity purchased (horizontal axis) decreases as the price increases (vertical axis)
- cost and distance curve – the further you go (distance = horizontal axis), the more costly (cost = vertical axis) it is (in time and money)
- spatial price curve – price to household (vertical axis) and distance (horizontal axis)

- spatial demand curves and types of goods
- spatial demand curve – the greater the distance, the smaller the quantity (quantity – vertical axis, distance – horizontal axis)

- low order goods

- high order goods

- intra-urban retail hierarchies
- retail characteristics and distributions within urban areas show a hierarchical pattern

- at the bottom of the hierarchy, there is a large number of small convenience stores which are closely spaced and sell basic (low order) goods (eg. bread, milk, and eggs) to customers who travel to the store quite frequently over short distances

- at the top of the hierarchy there is a small number of large regional shopping centers which are widely spaced and sell high order goods (eg. fashion goods, shoes, furniture) to customers who travel to the centres relatively infrequently over long distances

- in between these two extremes, there is gradation of size and characteristics

- retail can be compared to medical & educational hierarchies

- the hierarchy suggests a relationship between the following characteristics:



bottom
(CS)
top (SC)

- number of stores/centers
large

small


- size of stores/centers

small 

large


- order of the goods sold
low

high


- spacing of the stores/centers| closely
widely


- frequency of visits by consumers| frequent
infrequent


- distance travelled by consumers| short
long

- this intra-urban retail hierarchy can be compared to that of the settlement system; central place theory attempts to model this

- central place theory is a theory about the size, spacing, and functions of settlements (an inter-urban perspective)
- range, threshold (once a community gets to a certain size, you should anticipate that a certain service will be offered), desire lines

- location and competition: the hotelling model


- competition:

- when B initially has a bigger market, A has to move closer to B in order to capture more of the market
- B can then move closer to A, but this is worst for everyone involved because, on average, people are travelling further to get there so some may not even bother going there anymore (A & B lose customers and then have to resort to price war to attract more customers) + venders C and D can establish their own stores on the open peripheries of the market

- cooperation:

- A & B take up equal markets by moving equally away from each other
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- G6 - Japan, USA, France, Germany, UK, Italy
- G7- + Canada

- G8 - + Russia

- G20 (19 countries & EU) - Japan, Canada, USA, Mexico, Brazil, Argentina, South Africa, UK, Germany, France, Italy, EU, Turkey, Saudi Arabia, India, China, South Korea, Indonesia, Australia
- economy, population, representation of diverse regions important to these lists

- there is a large number of small elementary schools, not very far from homes
- smaller number of middle schools that are larger

- even fewer high schools, but much larger, offer higher level of education, we are required to travel further to them

- even less colleges/universities, high level of education, huge number of students, we travel even further to get to them

- type of service, size, order, distance changes as you go up the hierarchy

- specialized hospitals are downtown in accessible central locations, general hospitals tend to be more suburban
- Ryerson has much greater accessibility than York, but York has much more space (accessibility level and amount of space always trade off each other)
- U of T is somewhere in between

- land values are much higher in the center parts of cities, transportation accessibility is higher there
- highest density buildings are downtown, lower density as you move outwards

- accessibility is key to any type of land use, whether it’s retail, residential, educational, agricultural
- but business, office, retail sites get the best accessibility because they get more economic benefit out of the site than other types of land use
- many people bid for these sites, their footprints are quite small, so they make the buildings more dense by making them higher in height (accessibility is more important than amount of space on the ground)

- the value of location: bid rent (trade off models)


- relationship between accessibility, land value, and land use


- logic of these land economic models:

- sites (land) vary in level of accessibility (generally downtown is most accessible)

- therefore they vary in value

- because all land users potentially benefit from accessibility, and will bid against each other for accessible sites (bid rent)

- but 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, the most able to gain economically will occupy the most accessible (valuable) sites
- spatial sorting of land uses results according to economic gain and ability to pay

- Eaton’s Centre is an anomaly for shopping centers because it is located downtown instead of in a suburban area
- but the reason why it’s located downtown is because it is multi-levelled and therefore high density (its footprint is much smaller than suburban shopping centers)

- although poorer people live downtown/richer people live in suburban areas, this is not a contradiction of the bid rent model because inner city residential areas are very high in density
- there are things to be considered other than economic models, such as heritage sites (they stand in the way of businesses trying to acquire high value/accessibility land downtown)
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- tutorial

- assignment 2

- due March 18, 2010


- Part A is worth 67% of the whole assignment, Part B is worth 33%

- read chapter 4


- make precise drawings


- make photocopies of the maps because will have to practise drawing properly

- describe distribution of the stores

- what are the location, retail strategies that this particular retailer has used?


- organize paper by question, answer, question, answer, not one full report


- do maps by hand and ruler


- give reason why sites are good


- talk about problems


- 8 stores in total for the second map

- question 5. describe characteristics (what does land look like, land use, accessibility, are there buildings, single-family dwellings)

- keep in mind Lowe’s takes up a lot of space

- what is impact of potential Lowe’s on surrounding stores?

- question 6. you don’t have to do the analysis, just talk about how you would do it (eg. look at census tracts, house expenditures, etc.) - how would you go about doing it, what data would you analyse?

- question 7. is not related to question 6. it is related to all previous questions


- knowing the limitations, what would you use to overcome limitations
- Part B - how would you go about using this data to estimate spending on home improvement goods?

- question 9 – compare your postal code profile to Toronto’s profile, comment on 5 most important differences

- don’t just give percentage (eg. 15% of Latinos in this area), give proportion, context (is 15% a lot, a little?)


- put your last name, TA’s name, and middle of student number in bold
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- Thiessen polygon
- test for which line to use – the line that ensures that the space is assigned to the nearest site

- market area data such as census tracts are needed
- subtle method – use of grid
- you can build a network of polygons
- the method is useful for

- current modelling (what should be now)

- future modelling (what should be later)

- we look at vertices because

- those areas are most distant (market perspective)


- cannibalize (supply point of view)

- polygons used in suburbs, shopping centers in Chicago
- distance is the only variable in the Thiessen polygon so the main assumption is that all shopping centers are identical

- proximity is the number one reason why you select a shopping mall

- spatial monopoly territories – each site monopolizes certain territory

- the Thiessen Polygon Technique


- draw construction lines between a centre and all adjacent centres

- bisect…
- assumptions

- proximity/distance to the centre is the factor that determines where the consumer will obtain service, they will patronise the nearest location, this is because there is a disincentive nature to distance

- if relative proximity is the only variable that differentiates the stores, then the stores are identical in all aspects of supply: goods, prices, service, etc.

- retail centers service…

- consumers are fully informed, fully rational, decision makers, in this assumption about consumer behaviour, we consider the consumers to be economic operators, they know all the locations, all the distances to them, and based on this full information, they will make the most rational choice by travelling to the nearest center (we are not like this in real life – we are satisficers, not maximizers)

- uniform travel on an uninterrupted travel surface (isotropic plain), ie. it is equally easy to travel in any direction

- applications

- works best when prime assumption is met: centers are identical and differentiated only by distance/proximity

- what is the market for each of our stores?

- what are the theoretically best sites for new outlets?

- finding gaps in the map

- strategic applications: “what if” modelling

- private sector EGS

- public sector EGS


- criticisms



- the method is cheap, easy, and fast, but:

- see assumptions; does the real world live up to these assumptions? do we behave as fully informed, fully rational decision makers? are we dealing…

- it is a theoretical normative (what should be) model rather than identifying what actually is

- spatial monopoly?

- size is the only additional variable in the gravity model
- converse breakpoint model

- Thiessen Polygon named after climatologist

- converse breakpoint method


- introduction

- this simple gravity model is a modification of Reilly’s law of retail gravitation

- Reilly’s law of retail gravitation


- two cities attract trade from an intermediate town in the vicinity of the breaking point approximately in direct proportion to the populations…


- formula (check in book)

- the converse breakpoint method makes it possible to predict the point between two centers (eg. shopping centers) where the trading influence of is equal…

- technique (see example in diagram)

- the converse formula (see below) requires data on distance between centers and size of centers, together these two variables are thought to adequately…

- remember that the trade areas will be drawn on a base map of a market area data source such as…


- assumptions

- unlike the Thiessen polygon method, the converse method does not assume that all centers are equal in attractiveness (size), it does however have the other unifying assumptions evident in the Thiessen polygon…


- criticisms

- again we will find possible weaknesses in the model in it’s unifying assumptions – to what extent does “the real world…

- Huff model

- 1. concept – casts Reilly’s law of retail gravitation in a probabilistic framework


- Pij = utility of subject center divided by utility of all centers

- Pij is the proportion of sales from neighbourhood “I” that goes to a particular shopping center “j” in the context of all competing facilities, where



- i = consumer



- j = center



- s = size



- d = distance

- b = an exponent which is larger for goods associated with greater friction of distance (eg. is larger for convenience stores than shopping centers)
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- real value of the normative models is telling you what would happen if we did something in the future
- municipal planning department gives approval for construction of size-specific stores in certain locations based on normative models
- read chapter 4 for normative models
- instead of doing normative models for what could be, you can examine what is by doing behavioural models
- special on data/information in The Economist, February 27, 2010
- how do retailers prepare for a hurricane?

- stock up on pop-tarts, flashlights, batteries, canned goods, etc.

- Wal-Mart

- Wal-Mart sells $400 billion worth of goods annually (this is more than the GDP of many individual nations)

- it has 8,400 stores worldwide, 2 million employees and 200 million transactions each week

- how does it manage this information?

- Retail Link (their own system/network of information)

- partly with Retail Link, enabling suppliers to see what is on the shelf, at all stores

- what sells per hour, day, week, etc.

- do not pay supplier until item sells

- Best Buy


- 7% of its (best) customers account for 43% of Best Buy’s sales

- how do they know this? how can they use it?
- use data base to suggest other purchases – instant data, eg. Amazon uses other ppl’s experience to sell you more stuff

- they know which combination of things people normally buy (which will be successful)

- look at key characteristics pertaining to the 7% - are there other areas with similar characteristics? locate similar areas and open new stores there

- Airline Predictors
- what is the best predictor of if an airline customer will actually show up for a flight?

- if they order a vegetarian meal (this is example of mining data for patterns)

- what do the data say?


- “torture the data long enough and it will sing like a canary”

- stores often ask us for our postal codes to gather data

- how did we use to gather data?

- in the past, couldn’t leave certain stores (eg. banks, video rentals) without leaving name, phone, address
- contests created to gather data

- noted license plates in parking lots, went to ministry of transportation to get license plate’s postal code or first 3 digits (called FSA – Forward Sortation Areas)
- surveys/asking questions (data collection is much more involved than creating normative models)

- assignment 2


- everyone has to do east sight plus one other

- east sight is at Bayview and Steeles (might want to zoom into this area with Google Maps or Google Earth – use satellite)
- if companies target market properly, there shouldn’t be any junk mail, but in reality, they blanket market instead
- weakness of the census – quickly out of date

- debit use is increasing, cash use is decreasing

- now we also use affinity/points cards to gather data and gain loyalty (they attach customer data to where they live)

- Air Miles


- Shopper’s Optimum

- companies use affinity and credit cards to manipulate customer behaviour – place certain products in specific locations to increase sales

- credit card rewards cards are even better because they get your debt/interest

- credit cards show your spending patterns and credit capability

- data discovery - young fathers found buying diapers and beer together
- out of guilt or out of rewarding themselves for doing a good thing (not known for sure)

- market penetration techniques – customer spotting

- what proportion of the residents/households in a given area actually shop at the subject store/center?

- these approaches, based on the early work of Applebaum (1968), differ from the normative approaches such as Huff and Thiessen because they attempt to measure the actual performance (penetration) of the store rather than suggest “what should be” given certain assumptions


- labour intensive? expensive?


- to apply the techniques, we need:

- a) data on customers who actually use the stores from specific areas (eg. census tracts) around the store
- data collection: sampling sales slips, in-store contests, surveys, vehicle registrations, credit card data, affinity cards, stores’ own credit cards, RFIO (barcodes on steroids)
- b) for the same spatial units (eg. census tracts), the total number of potential customers, eg. from census


- market penetration:



actual



potential (total)



primary market: first 60%



secondary market: next 25%



related ideas: data mining



ethical use of data



compare to normative models
- tutorial

- assignment 1

- link observations to discussion/conclusion
April 1, 2010
- independents usually can’t compete with chain retail businesses, but the fact that you know what you’re going to get at every chain location (the same thing, since they’re all identical) allows people to try out independents since they can offer something different (products, services, etc.)

- market (demand) changes and retail supply responses

- population size – P2 = P1 = (B-D) + (I-B)

- population distribution



- focus on large place


- income (up)
- household size (down) – tendency for smaller household now because of divorces, etc.
- age

- Calgary has a very youthful population compared to the rest of Canadian cities, enjoys so much net immigration (same with Canada compared to other countries

- female participation - “pink collar” (up)
- women make most decisions around the household, also have more money to directly spend


- (ethnic) diversity (up)



- visible minorities will not be visible minorities soon


- “new” lifestyle consumer groups

- mobility (up)

- 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

- relevant concepts: NIMBY, LULU (Locally Unwanted Land Use)

- the importance of positive and negative externalities (externality - a cost or benefit to an activity/party as the result of actions of a second activity over which the first has little or no control)

- examples of land use change and externalities:


- “monster homes”


- subway station


- soccer stadium


- retail activity
- the example of a large planned shopping center


- identification of actors (stakeholders), positions, and arguments
- course outline

- trade area delimitation techniques and site selection techniques highly emphasized

- we didn’t talk much about consumer behaviour (not a major topic)
- we didn’t talk about the future very much (don’t HAVE to read chapters 17 and 18)

- exam

- questions will only be on things covered in class, supplement notes with readings

- 3 parts, worth 40% - part A – 12%, part B – 14%, part C – 14%
- part A – short answer definition questions – define concept and provide retail example

- part B – essay question, choice of 2

- part C – technique question – normative, site selection, etc.

- bring pencils, rulers, protractors, calculators
