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S  O CO SDESIRED OUTCOMES

Participants will learn why a Market 
Study is needed
Participants will learn when to request a 
Market Study
P ti i t  ill d t d h t Participants will understand what 
characteristics to look for when 
selecting a specific site for their co-opselecting a specific site for their co op
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S O  OPRESENTATION OUTLINE

What is the purpose a Market Study 
and why do you need it?
When should you request a Market 
Study?
Wh t  th  t  i l d i  i  What are the steps involved in carrying 
out a Market Study?
– Request ProposalRequest Proposal
– Market Area Fieldwork
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S O  O  (C t )PRESENTATION OUTLINE (Cont.)

What are the steps involved in carrying 
out a Market Study (continued)?

D t  A l i  & S l  F t– Data Analysis & Sales Forecast
– Final Report
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WHAT IS THE PURPOSE OF A MARKET 
STUDY AND WHY DO YOU NEED IT?



WHAT IS THE PURPOSE OF A MARKET 
S    O O   ?STUDY AND WHY DO YOU NEED IT?

A Market Study will determine the 
suitability of your proposed site, or if no 
specific site is being considered  it will specific site is being considered, it will 
identify areas where a site should be 
sought for the co-op.  sought for the co op.  
A Market Study will determine the 
appropriate size of the co-op based on pp p p
the sales potential that exists within the 
market.
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WHAT IS THE PURPOSE OF A MARKET 
S    O O   ?(C t )STUDY AND WHY DO YOU NEED IT?(Cont.)

A Market Study is an analysis used to 
determine the sales potential for a 
proposed co op food storeproposed co-op food store.
The results of a Market Study are 
necessary for a co op planning group necessary for a co-op planning group 
to develop a Business Plan or a 
complete a Financial/Pro-forma p /
Analysis. 
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WHAT IS THE PURPOSE OF A MARKET 
S    O O   ?(C t )STUDY AND WHY DO YOU NEED IT?(Cont.)

The results of a Market Study are 
generally acceptable by most banks 
and lending institutions as part of a and lending institutions as part of a 
loan application package.
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WHEN SHOULD YOU REQUEST A 
MARKET STUDY?



WHEN SHOULD YOU REQUEST A 
 S ?MARKET STUDY?

In general, a Market Study is 
conducted after your co-op planning 
group has done the following:  group has done the following:  
– You have raised the funds to cover the cost of 

the Market Study through loans, grants, y g g
membership drive, etc.  (i.e., ≈ $10,000 for a 
new market, depending upon travel 
expenses).  p )
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WHEN SHOULD YOU REQUEST A 
 S ? (C t )MARKET STUDY? (Cont.)

– You have worked with a local real estate 
broker and have identified 1 to 3 alternative 
sites for your co-op. y p

– Optional: You have surveyed your members 
to determine their opinions regarding the 
proposed co-op (e g  desired products  proposed co op (e.g., desired products, 
special dietary needs, store hours, store 
location, etc.).
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WHAT ARE THE STEPS INVOLVED IN A 
MARKET STUDY?



WHAT ARE THE STEPS INVOLVED IN A 
 S ?MARKET STUDY?

Request Proposal – The Board of 
Directors/Steering Committee requests 
a formal proposal for a Market Studya formal proposal for a Market Study.
Market Area Fieldwork – Allows a 
trained location analyst to supplement trained location analyst to supplement 
demographic and population data with 
personal, impartial observations p , p
regarding the facility/site/location 
characteristics, the competitive 
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WHAT ARE THE STEPS INVOLVED IN A 
 S ? (C t )MARKET STUDY? (Cont.)

environment, retail synergy, trade area 
access, etc.
Data Analysis & Sales Forecast – A 
sales forecast is generated using a 
proprietary Analog Sales Forecasting proprietary Analog Sales Forecasting 
Model (derived from “analogous” 
meaning similar).g )
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WHAT ARE THE STEPS INVOLVED IN A 
 S ? (C t )MARKET STUDY? (Cont.)

Final Report – Summarizes the 
observations from the fieldwork, the 
study methodology  and the key study methodology, and the key 
findings and recommendations derived 
from the fieldwork and data analysis. from the fieldwork and data analysis. 
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Q S  O OSREQUEST PROPOSAL

Once the Market Study funds have 
been raised through grants, loans, etc., 
the Board of Directors/Steering the Board of Directors/Steering 
Committee will request a formal 
proposal outlining the work plan, proposal outlining the work plan, 
timing, and fees for their Market Study.  
Work on your Market Study typically y y yp y
begins about 4-6 weeks after the 
proposal has been accepted. 
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MARKET AREA FIELDWORK:  MEET 
 CO O  G G OWITH CO-OP PLANNING GROUP

Meet with co-op planning group on the 
morning of the first day of the field 
evaluation to gather background evaluation to gather background 
information regarding the proposed 
co-op site (e.g., the locations of the co op site (e.g., the locations of the 
proposed co-op site, the contemplated 
size and merchandise mix of the co-
op, any insights into the market, etc.). 
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MARKET AREA FIELDWORK:  
O  O   CEVALUATION OF THE FACILITY

Evaluate the facility characteristics of 
the proposed co-op site(s).  

Wh t i  th  i  f th  f ilit  b i  – What is the size of the facility being 
considered?

» Sales area is usually 60% - 70% of total area.y
» Minimum size: 4,500 – 5,000 sq. ft. necessary 

for sales area of at least 3,500 square feet 
(i e , a “full-line” store)(i.e., a full line  store).
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MARKET AREA FIELDWORK:  
O  O   C  (C t )EVALUATION OF THE FACILITY (Cont.)

– What is the shape of the facility?
» Not overly long and narrow, or wide and 

shallowshallow
» Single-story

– Where is the customer entrance?
» Front of store, near the middle of the 

façade
» Exterior/automatic door» Exterior/automatic door
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Proposed Co-op Site

Current Main Entrance

Parking Lot
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MARKET AREA FIELDWORK:  
O  O   C  (C t )EVALUATION OF THE FACILITY (Cont.)

– What is the layout of the facility on the site?
» Does the facility face its parking lot?
» Does the facility have a loading dock and is » Does the facility have a loading dock and is 

it easily accessible by delivery trucks without 
blocking parking spaces?
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MARKET AREA FIELDWORK:  
O  O   SEVALUATION OF THE SITE

Evaluate the site characteristics of the 
proposed co-op site(s).  

Vi ibilit– Visibility
» From as many directions as possible
» From as far away as possible» From as far away as possible
» Signage can enhance visibility
» Consumer research indicates that most 

h  fi t b   f  t  b  shoppers first become aware of a store by 
driving by/walking by
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MARKET AREA FIELDWORK:  
O  O   S  (C t )EVALUATION OF THE SITE (Cont.)

– Ingress/Egress
» The ease or difficulty associated with 

entering or exiting a food store parking lotentering or exiting a food store parking lot
» Presumes the existence of off-street parking 

lot
C id  h thi   d l ti  l  » Consider such things as deceleration lanes, 
left-turn lanes, medians, traffic signals, 
frontage street speed limits, etc.
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MARKET AREA FIELDWORK:  
O  O   S  (C t )EVALUATION OF THE SITE (Cont.)

– Configuration of the parking lot
» Drive lanes should be perpendicular to the 

front of the storefront of the store
» The most advantageous parking exists 

within 300 -350 feet from the store 
entrance/exitentrance/exit

» Parking should be within sight of the store 
entrance/exit (not to the side or rear)
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Ideal Parking 
Configuration 
(Perpendicular to 
store)

Poor Parking 
Configuration (Parallel 
to store)
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MARKET AREA FIELDWORK:  
O  O   S  (C t )EVALUATION OF THE SITE (Cont.)

– Capacity of the parking lot
» Urban site with lots of walk-in shoppers 

needs at least 4 cars/1,000 sq  ft  of storeneeds at least 4 cars/1,000 sq. ft. of store
» Suburban site, where everybody drives to 

the store, needs 8 cars/1,000 sq. ft. of store
I  l   it bl   it  h ld » In general, a suitable co-op site should 
accommodate 6 cars/1,000 sq. ft. of store 
(i.e., a 10,000 square foot store should have 
60 “  l ” ki  )60 “co-op only” parking spaces)
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MARKET AREA FIELDWORK:  
O  O   OC OEVALUATION OF THE LOCATION

– What is the trade area population?
– What are the trade area demographics?

» Percent with College Education» Percent with College Education
» Percent Employed in White-collar 

Occupations (in particular, Self-Employed, 
F d l G t  Ed ti  d Federal Government, Education, and 
Health Occupations)

» Percent Aged 40 – 54 yearsg y
» Per Capita Income Levels (higher is better)

Slide 28



MARKET AREA FIELDWORK:  
O  O   OC O  (C t )EVALUATION OF THE LOCATION (Cont.)

– Trade Area Access
» Proximity to Major Arteries - major surface 

streets, expresswaysstreets, expressways
» Is Access Local or Regional – it impacts the 

size and shape of the trade area, and 
affects the size of basket and frequency of affects the size of basket and frequency of 
shopping trips
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Trade Area boundary 
only extends about 3 
miles

Existing Co-op is 1 
block north of major 
road (and Co-op is not 
visible from this major 
road)
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Existing Co-op is 
located on a major 

Trade Area boundary 
extends about 10-15 
miles in the 
“outbound” direction

road (and within ½ mile 
of a major shopping 
district)
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MARKET AREA FIELDWORK:  
O  O   OC O  (C t )EVALUATION OF THE LOCATION (Cont.)

– Retail Synergy – the presence of other retailers 
in the vicinity of the site

» Beneficial synergy – those retailers that » Beneficial synergy those retailers that 
appeal to the same type of customer (e.g., 
bookstores, office supply stores, coffee 
shops  bakeries  etc )shops, bakeries, etc.)

» Detrimental retailers include those that, if 
located too close to the food store, tend to 
limit its effective parking (e g  movie limit its effective parking (e.g., movie 
theaters, health clubs and gyms, fine dining 
restaurants, bowling alleys, etc. )
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Sevananda Natural Foods Market

Edgewood Retail Districtg
(anchored by Barnes & Noble, 
Best Buy, Target, Office Depot, 
Lowe’s, and Bed, Bath, & Beyond)
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MARKET AREA FIELDWORK:  
O  O   OC O  (C t )EVALUATION OF THE LOCATION (Cont.)

– Location of the store within the trade area:
» Is it relatively central to, or at least readily 

accessible to, the trade area population accessible to, the trade area population 
base?

» Is it located in a desirable area, to which 
potential shoppers travel on a regular potential shoppers travel on a regular 
basis?

» Does it face any trade area barriers
(  t i  i /l k  (expressways, cemeteries, rivers/lakes, 
industrial belts, railroads, etc.)?
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MARKET AREA FIELDWORK:  
O  O   CO OEVALUATION OF THE COMPETITION

– Evaluate the competitive environment.
» Direct competition (i.e., other natural foods 

stores like Whole Foods, New Seasons, Earth stores like Whole Foods, New Seasons, Earth 
Fare, etc.) 

Similar merchandise mix and customer appeal
» Indirect competition (i e  “conventional” » Indirect competition (i.e., conventional  

stores)
Strength/weakness depends upon the store’s 
depth/breadth of natural and organic foodsdepth/breadth of natural and organic foods
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 S S  S S O C SDATA ANALYSIS & SALES FORECAST

Define the trade area:  
– Based on fieldwork observations

B d  b i– Based on barriers
– Based on distance to adjacent market areas
– Based on locations of competitorsBased on locations of competitors
– Based on analogous store performance
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DATA ANALYSIS & SALES FORECAST 
(C t )(Cont.)

Assemble population and key 
demographic characteristics for each 
census tract within your co op’s census tract within your co-op’s 
defined trade area
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DATA ANALYSIS & SALES FORECAST 
(C t )(Cont.)

Review proprietary analog database, 
searching for analogous food co-ops in 
terms of trade area size  location type  terms of trade area size, location type, 
competitive environment, store size, 
demographic characteristics, and any demographic characteristics, and any 
other characteristics that are important.
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DATA ANALYSIS & SALES FORECAST 
(C t )(Cont.)

For each individual census tract in the 
proposed co-op’s trade area, select 
census tracts in the analog database census tracts in the analog database 
that are a close match on the basis of 
distance, competition, demographics, distance, competition, demographics, 
etc. – and then use the sales 
penetration rates of the existing co-ops 
to forecast the sales penetration rate 
for the proposed new co-op.
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DATA ANALYSIS & SALES FORECAST 
(C t )(Cont.)

By adding the sales forecasts for each 
census tract in the proposed co-op’s 
trade area  the sales forecast for the trade area, the sales forecast for the 
trade area as a whole is determined.
– The trade area sales generally represent 65%-The trade area sales generally represent 65%

85% of the co-op’s total sales
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DATA ANALYSIS & SALES FORECAST 
(C t )(Cont.)

Next, the sales from beyond-the-trade 
area is forecasted based on 
comparisons with analogous co ops in comparisons with analogous co-ops in 
the database.  The proposed co-op’s 
total sales forecast is then calculated total sales forecast is then calculated 
as the sum of its trade area sales and 
its sales from beyond the trade area.
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i l tFinal Report

Introduction (Background information)
Key Findings and Conclusions/ 
Recommendations
Sales Forecast Analysis
Trade Area Characteristics
Facility, Site, and Location 
Ch t i ti  Characteristics 
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i l t (C t )Final Report (Cont.)

Competitive Environment
Study Methodology
Sales Forecast Table and Trade Area & 
Competition Map
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Key demographic

Total Pop minus Group Quarters Pop = 
Total Pop in HH (i.e., prospective co-op 
shoppers within the trade area)

Key demographic 
characteristics that are 
positively correlated with co-
op sales performance levels

Total trade area sales ÷
Tot Pop in HH

Total sales from each trade 
area census tract

Total annual sales if co-op 
were mature, and open today

Total annual sales (assuming first-full year of 
operation for proposed co-op is 2011) to be 
used in financial/pro-forma analysis

Sales for proposed co-op are discounted for 
maturity (the time it takes prospective 
shoppers to become aware of the co-op and 
begin shopping there)



 O !THANK YOU!

Debbie Suassuna
Site & Location Research Consultant

Office:  (925) 833-8524

email:  debbie@g2gresearch.com
website:  www.g2gresearch.comg g
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