Variety of Products

Automotive

Hardware, lumber, materials

Furniture, home furnishings,

appliances

Sporting goods

Gifts

Books, CDs, consumer

electronics

Restaurants

Groceries

Pharmaceuticals

Personal care

(beauty, barber, etc.)

Protessional service
(medical, legal, insurance)

What's on Your Main Street?

Low

Moderate

Price Points

High



Under $5,000
$5,000-$10,000
$10,000-$15,000
$15,000-$20,000
$20,000-$30,000
$30,000-$40,000
$40,000-$50,000
$50,000-$70,000
Over $70,000

Under $5,000
$5,000-$10,000
$10,000-$15,000
$15,000-$20,000
$20,000-$30,000
$30,000-$40,000
$40,000-$50,000
$50,000-$70,000
Over $70,000

example, groceries:

Hsld. Income # Hslds.
Under $5,000 400 hslds
$5,000-$10,000 550 hslds
$10,000-8$15,000 650 hslds
$15,000-$20,000 1,100 hslds
$20,000-$30,000 1,900 hslds
$30,000-$40,000 2,200 hslds
$40,000-$50,000 1,700 hslds
$50,000-$70,000 1,000 hslds
Over $70,000 500 hslds

Galculating Potential Demand

If you have 10,000 households in your trade area, and the average
household spends $2,700 per year on groceries, then the total
potential demand for groceries in your trade area is $27,000,000
per year (10,000 households x $2,700 per household).

Simple, yes? Well, it's actually a Jittle more complicated than
that. Different households spend different amounts of money for
goods and services, depending on household income, size, age,
and other factors. So, yow'll need to do a separate calculation for
every income group, age group, and so on, to accurately reflect the
demographics of your community.

Let’s say that the Census of Population divides your 10,000
households into the following income categories:

The Consumer Expenditure Survey tells you that the average
American householdin each of these income categories typically
spends the following amount each year on groceries:

So for each household income category, you multiply the number
of households in your trade area by the amount of money a
household of that income category typically spends on, in this

Mo M M M M M M

bl

Total potential demand for groceries =

400 households
550households
650 households
1,100 households
1,900 households
2,200 households
1,700 households
1,000 households
500 households

$1,703
$1,790
$2,200
$2,437
$2,598
$2,834
$3,176
$3,582
$4,023

Sales/hsld. Market demand
$1,703/hsld = $ 681,200
$1,790/hsld = $ 984,500
$2,200/hsld = $1,430,000
$2,437/hsld = $2,680,700
$2,598/hsld = $4,936,200
$2,834/hsld = $6,234,800
$3,176/hsld = $5,399,200
$3,582/hsld = $3,582,000
$4,023/hsld = $2,011,500
$27,940,100

tract, or zip code area you want
to examine. Select tables P16,
P24, and P80-these are the
tables that will tell you how
many households are in the area
you’re examining, based on
household size and income and
the age of the primary house-
holder While you’re at it, write
a letter to your Congressional

representatives and tell them
how incredibly helpful the Cen-
sus Bureau’s online data base is;
it's always being threatened
with budget cuts that could take
this valuable resource offline.
Of course, there are lower-
tech ways to get Census of Popu-
lation data. Most regional li-
braries will have a copy on file
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for your state or city, as will
most planning offices and many
chambers of commerce. Or you
can buy a copy from the Gov-
ernment Printing Office.

Finally, make a list of the
products and services for which
you plan to calculate market
demand. Start with general cat-
egories, such as “apparel,” “res-
taurants,” “home furnishings,”
and gradually become more spe-
cific as you go along.

With these three things—the
Consumer Expenditure Survey,
the Census of Population, and
your list of products and ser-
vices to be analyzed—you're
ready to get started.

The formula for calculating
potential demand is:

Potential  No. of Typical
demand = house- X sales per
holds household

For an example of this calcula-
tion, see the box at left. The
total potential demand—§27.9
million, rounded off—calcu-
lated through this formula is
relatively close to the total num-
ber we reached by doing a rough
calculation —$27 million—but
it reflects the actual demo-
graphic characteristics of the
community a little more accu-
rately.

We would then repeat this
exercise to estimate the poten-
tial demand for groceries based
on the household age and size.
The estimates will vary some-
what; for the purposes of retail
market analysis, you'll want to
use the most conservative, i.e.,
lowest, estimate when deter-
mining whether there is enough
market demand to support a
new grocery or the expansion of
an existing store.

You would then, of course,
do new calculations for other
products and services. Remem-
ber that the trade area you ex-
amine, and therefore the Cen-
sus of Population information
you use, may differ for various
products and services (again, re-
member the newsstand and the
cardiologist).

After you have estimated the
potential demand for all the



All households Under 25 25-34 35-44 45-54 55-64 65 & over 65-74 75 & over

AVERAGE ANNUAL HsLD. EXPENDITURE $31,751 $18,418  $30,466  $37,588  $41,444  $33,702 $22,557  $25,093 $19,306
Foop 4,411 2,793 4,159 5,367 5,614 4,549 3,251 3,543 2,871

Food at home (Groceries) 2,712 1,617 2,454 3,336 3,319 2,733 2,245 2,346 2,112

m Food prep’d by hsld,, out-of-town trips 46 19 36 49 73 56 36 46 .23
Food away from home (Eat/Drink) 1,698 1,177 1,706 2,031 2,295 1,816 1,006 1,196 759
Alcoholic beverages 278 247 347 296 292 338 164 231 77
HousiNG 10,106 5594 10,065 12,274 12,457 10222 7,445 8,017 6,712

o Household furnishings and equip. 1,348 544 1,237 1,565 1,950 1,696 847 1,076 552
Household textiles 100 20 76 102 161 129 84 84 85
Furniture 318 184 379 399 384 330 160 229 73
Floor coverings - 120 10 58 100 264 265 48 66 25
Major appliances 149 74 140 160 189 165 129 155 926

[&] Small appliances, misc. housewares "8l 32 84 89 97 94 66 72 ~ 58
N Misc. household equipment 581 224 499 715 84 713 360 471 215
APPAREL AND SERVICES 1,644 1,107 1,748 2,054 2,262 1,586 873 1,056 635

) wEmaad boys 395 269 399 517 573 358 193 251 118
o Men, 16 and over 305 232 321 326 459 174 218 115
— Boys, 2to 15 90 36 78 191 114 19 32 3
Women and girls 652 349 626 _.810 937 364 438 268
Women, 18 and over 559, 310 535 590 838 338 396 261

FL| Girls, 2 to I5 100 39 9 220 oo o 26 42 6
Children under2 80 97 155 97 57 17 22, 10
Footwear 254 181 291 320 348 131 153 102
Other apparel and services 264 212 277 310 347 169 193 137

m HEALTH CARE 1,755 505 1,086 1,616 1,855 2,678 2,952 2,787
w Health insurance 815 186 479 689 772 1,479 1,467 1,496
Medical services 571 218 407 627 673 583 539 639

< Drugs (Pharmaceuticals) 286 71 138 213 291 541 504 588
Medical supplies - - 83 31 61 86 119 75 82 65

PI‘ ENTERTAINMENT 1,567 1,018 1,519 2,025 2,104 879 1,055 656
m Fees and admissions 439 226 364 574 560 320 373 253
Televisions, radios, sound equip. 533 475 563 669 635 325 392 240
Pets, toys, playground equip. B 280 163 298 389 389 150 174 121
Other supplies, equip., services 306 154 204 - 393 519 84 116 43
Personal care products, services 397 234 396 457 507 311 331 285
Reading 165 65 136 184 204 202 153 169 133

$5,000to  $10,000 $15,000 $20,000 $30,000 $40,000 $50,000 $70,000
Under $5,000 $9,999 t0$14,999 t0$19,999 t0$29,999 t0$39,999 10$49,999  t0$69,999 & over

AvERAGE ANNUAL HsLp. EXPENDITURE $15,201 $13,060  $17,800  $22,139  $27,042  $32,475  $40,300  $48,177  $69,506
Foop 2,579 2,347 3,042 3,526 3,932 4,655 5,387 6,409 7,985

Food at home {Groceries) 1,703 1,790 2,220 2,437 2598 2,834 3,176 3,582 4,023
Food prep’d by hsld., out-of-town trips 17 13 21 928 39 40 86 82 101

(] Food away from home (Eat/Drink] 876 557 822 1,089 1,334 1,821 2,21 2,827 3,962
Alcoholic beverages o215 105 135 216 287 347 ... 327 460 532
HousiNg 5,004 4864 6445 7,238 8490 10,052 11,885 13,977 20,862

Household furnishings and equip.” 487 458 697 719 972 1,338 1,823 2,172 3,507
Household textiles 23 95 30 53 85 106 129 166 225
Furniture 121 111 154 221 256 347 341 469 773
Floor coverings 7 14 49 23 68 o1 135 179 555
Major appliances - 68 121 106 136 168 182 195 277
Small appliances, misc. housewares 25 33 43 50 60 94 123 146 170
Misc. household equipment 247 136 300 265 366 531 912 1,018 1,507
APPAREL AND SERVICES 845 599 790 1,080 1465 1,673 1,891 2,463 3,944

- ¥ Men and boys - - 193 98 193 268 380 489 463 595 9260
"Men, 16 and over 170 60 133 193 313 388 333 442 755

O Boys, 2o 15 24 37 61 75 67 101" 130 153 205
Women and girls - 323 249 284 399 564 555 710 959 1,674

m “~Worien, 18 and over 285 209 225 333 490 444 571 805 1,469
Wl Gifls, 20 15 - 40 59 66 74 111 138 153 205
7 Children under? 39 42 45 45 78 94 91 143 144
Footwear o 162 119 133 199 233 298 320 387 433
Other apparel and services 127 90 135 169 210 237 308 379 732

O A 903 1,186 1,484 1,666 1,579 1,762 2,008 2,210 2,694
Health'insurance 365 595 790 848 768 791 934 946 1,109
Medical services 325 268 361 421 452 603 662 828 1,062
Drugs {Pharmaceuticals) I U 283 284 321 281 284 301 315 353

>.| Medical supplies 44 40 50 76 77 84 110 121 170
ENTERTAINMENT 767 552 726 943 1,292 1,565 1,915 2,544 3,781

Fees and admissions 249 107 170 205 291 353 514 697 1,377
Televisions, radios, sound equip. 345 248 316 397 475 602 652 798 959
Pets, toys, playground equip. - 114 104 157 192 264 328 380 509 598
Other supplies, equip., services 67 92 82 150 262 282 369 541 848
Personal care products, services 228 192 256 286 349 454 492 663 725
Reading 63 65 103 117 140 177 213 253 351
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categories you want to exam-
ine, what next?

You can use this information
in several ways. But the most
significant use is to compare
potential sales to actual sales
to find out whether your com-
munity is capturing all of the
retail dollars residents have
available to spend. This process
is sometimes referred to as
“sales gap analysis”-—literally
measuring the gap between po-
tential and actual sales.
A
Gap Potential Actual
(surplus) = sales = sales
[ SRR

There are several places
where you can get information
on actual retail sales in your
community. In many states, the
state office of taxation or rev-
enue annually collects and pub-
lishes data on retail sales, usu-
ally listed by town, city, and
county. If your state does not
publish this data, or if you live
in a state that doesn’t charge
retail sales tax, like Delaware
or Florida, you can get informa-
tion from the Census of Retail
Trade, published by the U.S.
Bureau of the Census every five
years.

If you live in a major metro-
politan area and are conducting
a retail market analysis for a
neighborhood commercial dis-
trict, or if you live in a very
small town where publishing
retail sales tax data might breach
the confidentiality of the town’s
only clothing store or grocer,
you may be out of luck and will
just have to take a guess at how
well the community is captur-
ing potential sales.

Theoretically, if there are
more potential sales than ac-
tual sales, your community is
losing sales—and there might
be an opportunity to capture
more dollars, either by strength-
ening existing businesses or
developing new ones. Similarly,
if there are more actual than
potential sales, your town is
attracting customers from other
places and thus capturing more
retail dollars than its own resi-
dents generate, in which case
your community might be
“saturated.”

8

But, of course, there are al-
ways exceptions. For instance,
there might be some unusual
reason why people in your com-
munity just aren’t inclined to
buy certain kinds of merchan-
dise, no matter how much po-
tential demand may appear to
exist {at least on paper).

And, having a surplus doesn’t
necessarily mean that you can’t
support additional businesses of
the same type that is currently
generating surplus sales. Res-
taurant clusters and antiques
districts are perfect examples of
situations where a commercial
district becomes well known
for a business specialty and thus
draws customers from commu-
nities outside the local trade
area, thereby outstripping the
demand generated by commu-
nity residents alone.

What this means is that you
need more information than you
can gather from the sales gap
analysis alone in order to draw
responsible conclusions about
the types of businesses your
downtown can support and how
many of each type might be
viable. You need to gather first-
hand information from custom-
ers. In next month’s issue we'll
discuss how to conduct surveys
to gather this information and
how to turn all your data into a
plan for business development.
Kennedy Lawson Smith is the
director of the National Main
Street Center. She has con-
ducted retail market analysis
workshops based on this meth-
odology all around the country
and is the author of several Na-
tional Trust publications, in-
cluding Market Analysis on
Main Street. She is also a con-
tributing writer to the publica-
tion, Step-by-Step Market
Analysis.

Centerpiece
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NTM ‘97 Preview: Elvis
Sightings in Portiand

In looking over the preliminary
program for this year’s National
Town Meeting on Main Street™,
I read that you’ll have opportu-
nities to see some of my favor-
ite places in downtown Port-
land on various tours, so this
article isn’t about any tour. If
you decide to play hooky from a
session and want the word from
a native about where the locals
play hooky, here’s the list.

The Church of Elvis man-
ages to be reverent and irrever-
entat the sametime. It’sa dinky,
walk-up place, down what ap-
pears to be an alley but is actu-
ally Ankeny Street, one block
north from the Benson Hotel.
Stephanie Pierce, author of
Healing with Glitter, is the per-
formance artist in charge. On
any given day, she may be out-
fitted in orange go-go boots and
purple tights or flowery hot pink
tights, but she always wears her
wigandplastic, ornamented cats
eye glasses. (Personally, I love
Elvis, but I don’t think most
Pendleton-clad Portlanders even
know about this place, let alone
have foot in it.}

Pierce used to have a street-
front place, with a pull-down
shade over the display window.
H you put 50 cents in the entic-
ingly provided slot, you’d hear
old swivel hips himself croon
“Blue Suede Shoes.” The words

Register Early and Save!

Send in your registration for
the National Town Meeting
on Main Street™ before March
1, 1997, and save $70. The
early-bird rate for Main Street
Network membersis $225 [af-
ter March 1, it's $295 and if
youregister on-site, it's $350).

So take a good look at your
preliminary program. Sign up
for the workshops and techni-
cal field sessions of your
choice—remember, they're
firstcome, firstserved and they
fill up fast—and fax or mail us
your registration form.

Any questions? Give us a
call at 202/588-6219.




