FEATURE Retail

Shopping for the Right Site
By James H. Renzas
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SITE SELECTION PROCESS
FOR INDUSTRY
FIGURE 1:

state/local incentives – are forwarded to
financial analysts for evaluation and review. The financial analysts generally
prepare an ROI (Return on Investment)
analysis for each site under serious consideration. Development costs are
weighed against the potential revenue

LARGE FORMAT RETAIL SITE
SELECTION PROCESS
FIGURE 2:

In the distribution industry, site selection decisions are driven primarily by logistics costs and time-to-market
considerations. In the office sector, work
force skills, cost and availability can often be paramount. Even the hospitality
sector approaches site selection from a
remarkably different perspective.
Retail industry location choices,
specifically for store locations, are more
often than not driven by the availability

of a suitable development project (see
Figure 2). Normally, retailers will do
market studies of broad market trends,
such as population growth, housing construction trends, and per capita expenditure patterns to identify market areas in
which they may desire expansion opportunities. But from this point, the site selection process diverges significantly
from other types of industry location
projects.

Longleaf Business Park
at Lake Wales
Lake Wales is on the cutting edge of
technology, while at the same time offering
the quality of life of a smaller community.
For business, they offer lower land and
lease rates, and a “Certified Development
Site” with fully-developed infrastructure
and permits. For family, Lake Wales offers
historical landmarks, 110 parks and recreational facilities, and 14 golf courses within
a 20-mile radius. And both Tampa and Orlando are close enough to enjoy, but distant enough to avoid the traffic.
Long Leaf is fully serviced with
three-phase electric, natural gas,
telecommunications infrastructure, city
water and sewer, and city re-use water.
And, Lake Wales has teamed up with
Verizon to make Longleaf Business
Park a “Smart Park.”
Road: Located on US 27, one mile south
of SR 60 and 28 miles south of I-4.
Rail: CSX serves the entire region. There

is more rail in Polk County than anywhere
else in the state. Several spur lines are located in and around the City of Lake
Wales.
Air: 50 miles to Orlando International
Airport and 63 miles to Tampa International
Airport. The Lake Wales Municipal Airport
is located one mile northwest of the Longleaf Business Park with the entrance road
at SR 60.
Water: The Port of Tampa, the 7th
largest in the U.S., is only 25 miles from
Polk County and includes the country’s
largest dockside cold storage facility. To
the south, Port Manatee connects to Polk
County’s CSX railroad which includes 10
truck lines, six custom brokers, four international banks, and 3.6 million barrels of
liquid storage.
For more information, please visit
www.longleafbusinesspark.com and
www.cityoflakewales.com

Specialty retailers, also referred to as
“Big Box” retailers, often look to the development community to identify locations within a particular marketplace
which may have the best potential for retail expansion.
Often, major national retailers will
maintain regional real estate managers
whose job is to get to know the development community in the markets in which
they are interested in expanding, in order to
get early notification of potential new retail
development projects. In other words, the
retail development process is primarily a
real estate driven process wherein the initiative to provide a suitable location is the
retail development industry’s responsibility. This is why trade shows such as ICSC
are so critically important in the retail industry and why retailers generally look to
the development community to be the catalyst for deal-making.
Once a potentially suitable site or
building has been brought to the attention of the real estate manager of an expanding retailer, there will be some
preliminary analysis based on the real
estate manager’s own experience of site
potential. If, in the opinion of the real
estate manager, this site has potential as
a retail location, the site will be discussed with the real estate manager’s
superiors to determine if the company
would have further interest in the site.
Since the process is real estate driven,
time is often of the essence in determining if the site is potentially suitable

from increased sales and financial incentives which can lower start-up or on-going
operations. This analysis is often prepared
for the Chief Financial Officer, or his/her
designee, in order to determine the likely
payoff associated with the development
of a specific store (Continued on page 56)

because the developer will often introduce the site or building to other competing retailers at the same time. At this
point in the negotiations, the retailer is
in a race with other retailers to secure
an interest in the property before it is
gone. The project will often go to internal teams of architectural and engineering personnel, or to outside consultants,
to evaluate the building cost and obstacles to development prior to making a
commitment to the site.
In addition, internal or external specialists will be called in to derive an estimate of the potential store sales cycle
at various points in the future, should the
development go forward. Often, retailers will conduct internal evaluations or
hire outside consultants to help identify
what incentives, if any, could be available prior to making a location decision.
Our sister firm, Location Management
Services, has conducted thousands of
these incentives evaluations – projects
wherein estimates of dollar-cost benefits
are determined to offset either development costs or on-going operating costs.
Such incentives include sales tax sharing arrangements, infrastructure grants
for off-site improvements, tax credits for
investment and/or job creation, and a
number of other creative solutions offered by state and local officials.
Once the company has done its homework on a potential retail site, the three
main elements of the analysis – development cost, market potential, and
CIRCLE 2 ON READER SERVICE CARD
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Schaumburg, IL: Second Largest Economic Center in the State
With more than 33 million square feet of office, industrial and
commercial development, and hundreds of additional acres available, Schaumburg is the largest economic center in the state after
Chicago. A wide array of businesses, from small entrepreneurs to
large corporations, such as Motorola, call Schaumburg home. As the
hub of economic activity in the northwest suburbs, Schaumburg
boasts over 13.2 million sq. ft. of industrial space that offers a variety
of accommodations to fit any business needs. Schaumburg’s proximity to O’Hare and Chicago is enhanced with access to rail, three expressways, and its own regional airport to accommodate businesses.
Continued steady development will occur as Schaumburg attracts companies who demand a highly skilled labor force and a
prestigious address. Schaumburg businesses employ more than
location. The meeting between the CFO
and the head of real estate to discuss potential projects is a significant step in the
determination of whether or not a specific
site is likely to be chosen by the retailer
for development.

85,000 in the Village (expected to reach 130,000 by the year 2020)
with the majority in retail (19,651) and manufacturing (16,386).
Amada is completing construction of a new 133,000 sq. ft. facility that will be home to their national sales and repair of laser cutting
equipment. Kraft will be opening a distribution center to take advantage of Schaumburg’s premier location.
The word “parks” aptly describes these industrial developments,
as planners designed them for not only function, but aesthetics.
Several sites include public parks, trails and gazebos. Such amenities - along with the Village’s highly skilled labor force - continue to
attract companies to Schaumburg’s prestigious business address.
Full industrial development (by 2020) is projected to encompass
approximately 15,600,000 sq. ft.

If the ROI is sufficient to pass the
CFO’s hurdle rate (often between 10 and
15 percent), the project is given the
“green light” to go to a deeper level of
analysis. Because the CFO of large national chains sometimes reviews from 10

GROW

to 20 potential store locations monthly,
if you are selecting only three to five new
store locations to go forward with, it is
critical that all of the information be as
accurate as possible for the decisionmaking
(Continued on page 58)

THE VILLAGE

Regional Center
FOR MORE INFORMATION CONTACT:

www.fairviewtexasedc.com
CIRCLE 72 ON READER SERVICE CARD
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Ron Clary
Town of Fairview
rclary@fairviewtexas.org
972.562.0522 ext. 222
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process. Some communities will “hold
back” critical information, such as potential fee abatements or infrastructure
assistance, thinking they are positioning themselves for negotiations. This
stance will often hurt the communities
when the site is on the borderline of be-

ing approved. Some CFOs will ask the
real estate manager to go back and see
if costs can be reduced or if community
incentives can be improved. Others will
simply shelve the project for a later
time, or drop it from further consideration entirely.
(Continued on page 60)

Santee,
California
Has the “Right Environment”
Santee, California is situated just 18
miles from downtown San Diego, and
offers a rare combination of high-tech
opportunities and high quality of life
unparalleled in the region. Development is underway on RiverView at
Santee, a 1.9 million-square-foot,
master-planned, mixed-use campus
on 104 acres overlooking the San
Diego River. It features LEED-inspired
offices designed for technology, R&D
and corporate uses and is located directly adjacent to the 455,000 squarefoot Trolley Square Shopping Center
and Santee Transit Center. All of these
are within an amenity-rich environment, walking distance to homes,
shopping, restaurants and trolley service.) RiverView is part of the 700-acre
Santee Town Center, which has been
master planned for major retail, commercial, residential and recreational
uses within a pedestrian and transitoriented
setting
(visit:
www.RiverViewAtSantee.com)
Santee offers convenient freeway
access to I-8, I-15, SR-52, SR-67 and
SR-125, with San Diego Trolley service to San Diego State University,
Qualcomm Stadium, and the I-8/Mission Valley Corridor. It is uniquely situated for a reverse-commute during
rush hour – only 20 minutes from San
Diego, La Jolla, and the region’s “silicon” companies in Sorrento Valley.
The City prides itself on having a
stable local economy, award-winning
schools, very low crime rate, competitively priced housing for all income
levels, and the seventh highest household median income in the region.
With a five-mile market population of
over 260,000, available land for development, skilled labor force, and regional freeway and trolley access,
Santee is a premier business location
in San Diego County, providing the
right environment for high growth
companies.

CIRCLE 73 ON READER SERVICE CARD
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Pflugerville, Texas: Where Business is Flourishing
For new and relocating companies, Pflugerville, Texas, offers a
clear choice for prosperity. Corporate headquarters, retailers, technology firms and similar businesses can reap the benefits of
Pflugerville’s optimal location, streamlined municipal processes and
forward-looking leadership.
Pflugerville is located just minutes north of Austin, a pioneer and
world leader in technology and a growing center for medicine,
biotechnology, telecommunications, retailing and environmentallyfocused businesses. Pflugerville’s prime location in the midst of a
thriving Central Texas economy enables emerging and growing
companies to take advantage of established protocol while pioneering new ideas and initiatives.
Texas consistently ranks as one of the country’s most favorable,
eco-friendly business climates. Central Texas, especially, has encouraged a diversification of industries that has enabled it to maintain a steady and growing economy despite downturns elsewhere in

the country. In addition to a low tax burden and a competitive regulatory environment, Pflugerville offers a wide range of state and local programs, including the Texas Enterprise Fund, fee waivers and
a Triple Freeport Tax Exemption.
Although Pflugerville is growing rapidly, the city still has more
than 5,000 prime acres ready for development. For retailers,
Pflugerville offers all the things smart businesses look for: a great
central location, an affluent and rapidly expanding population and an
educated, motivated workforce. The city’s current population of
40,000 is expected to increase by as much as 50 percent over the
next five years. Businesses locating in Pflugerville will draw from
an expanding pool of customers and employees who want to live,
work and shop in a single area.
For more information about how Pflugerville is helping businesses
reach their potential, please call the Pflugerville Community Development Corporation or visit www.pfdevelopment.com.

Theoretical Constructs

lection process can become more scien- approached in the past. The idea is to take
There is a school of thought in retail tific and strategic as opposed to the tradi- a more geospatial approach to retail site
site selection that believes that the site se- tional way that site selection has been selection by using (Continued on page 62)
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sophisticated geographic information
systems to pinpoint locations which offer the highest market potential by identifying underserved retail segments.
These programs utilize government and
proprietary data about consumers living
within a given market area and their

spending habits. Once the number of
potential consumers and growth in that
market can be linked with spending
propensities and existing retail opportunities, it is theoretically possible to
pinpoint the optimal site location for a
new retail facility.

Computerized Sales Forecast
The problem with this approach is that
the retailer has no idea as to whether or
not a site exists at that optimal location,
how much the development of that site
would cost, and whether or not there are
state or local incentives which could either lower the development cost or improve operating conditions. If there is no
site available, or the site cannot be reasonably developed, there is no benefit in
doing extensive work to develop a market potential estimate.
In addition, community leaders may
not be interested in retail development
and may target available sites for some
other land use. The ability of the typical
retailer to go through an entitlement
process in order to change land use designations is limited. The general reaction
to obstacles of this nature would be to
simply look elsewhere for a site that can
be more easily developed. If the market
analysis indicates a large amount of unsatisfied retail sales potential, retailers will
simply look for a nearby site to capture
this market potential rather than fight a
protracted battle with the host community
and/or neighborhood groups.
Unfortunately, retail site selection not
only incorporates market potential considerations, but also political and real estate considerations as well. This makes
retail site selection rather messy and not
always a perfect candidate for desktop
analysis.

Retail Incentives
There is a great deal of debate as to
whether or not communities should provide incentives to retailers, much of it directed toward big box retailers such as
Wal-Mart. The general consensus among
retailers is that incentives can help make a
location work, when it would not ordinarily be developed by reducing development cost and on-going operating costs.
Incentives can never replace pure market
potential and most retailers would not locate in a community that didn’t have the
basic market potential to support a new
store location, unless that community is
growing fast and will provide market potential in the near future.
That said, incentives can often make
the difference
(Continued on page 64)
CIRCLE 68 ON READER SERVICE CARD

62

TRADE & INDUSTRY DEVELOPMENT • JULY/AUGUST 2008

FEATURE Retail

(Continued from page 62)
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between having a new store location built
in your community or not. This is due to
the fact that most retailers look at three or
four potential store locations before
choosing one to develop or lease. The potential store locations that do not get built
may have some combination of market

potential and/or development cost, but not
to the extent that it satisfies corporate
minimum ROI rates for development. If
this is the case, incentives can often be
used to increase the ROI of a specific project in order to satisfy corporate minimum
requirements. Even then such projects

might not get built if there are other alternative store sites that can support a higher
ROI projection. Thus retail incentives can
help get new retail locations built that
may not get built otherwise. It is a political decision which is up to the community as to whether or not such incentives
are made available to the retailer or the
developer.

Incentives Management
Research has shown that there are approximately $50 billion in tax credits and
incentives available for expanding companies in the United States. Less than 1/3
of these incentives and credits are ever
applied for and less than ½ of these savings are ever collected. The most predominate
retail
incentives
are
performance based – meaning that the
beneficiary of the incentive must prove
that the jobs, investment and taxes as
originally projected are actually produced.
This requires a disciplined approach to incentives compliance. Unfortunately, only
a small percentage of retailers have
processes in place to perform this compliance on a regular basis. The majority
of retailers manage incentives on an ad
hoc basis, sometimes leaving it up to the
local store manager to perform the compliance duties, and at other times dividing the compliance duties amongst tax,
finance, human resources and real estate.
This leads to a loss of incentives dollars
due to non-compliance and falsifies the
original ROI assumptions on which the
project was approved.
In our work for large-scale retailers, we
rigorously manage the incentives compliance process because that is where the
real benefits are generated. Some have relied on third parties or legal advisors to
negotiate incentive packages, but these do
no good unless a (Continued on page 66)
CIRCLE 78 ON READER SERVICE CARD
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compliance strategy is determined early
on in the process.

Making the Right
Location Decision
Retail site selection decisions are
among the most important decisions that a
retailer will ever make. A lot can be made
or lost on the selection of the location for
retail store development. This is why
most major retailers prefer to have “boots
on the ground” when selecting potential
new locations for stores as there are many
factors that need to be weighed against
one another before finalizing an expansion decision.
Computerized models can be helpful in
identifying potential sales opportunities
in the landscape, but they will never be a
substitute for local knowledge of the marketplace and real estate development conditions. These can only be provided by
the retail developer, who plays a critical

role in the deployment of retail expansion
strategies.
Finally, community incentives have a
role in the process, but it is up to the
community leaders to understand that
role and factor the costs versus benefits

of retail development into their thinking
about how the community should be developed. Retailers are happy to play a
role in this process, but they rely on
many others to help them make the right
decision. T&ID
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