STEP 4: Putting Together a
Business Development
Strategy

Should You Do It Yourseif?
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® Market opportunities: For
what products and services does
there appear to be unmet mar-
ket demand? For what products
and services does there appear
to be a surplus of actual over
potential sales?

8 Objectives: What are the re-
vitalization program’s economic
development goals? Be as spe-
cific as possible; for instance,
“increase daytime sales to
downtown workers by 20 per-
cent over the next three years”
or “reverse negative consumer
perceptions about the variety of
goods sold downtown.” Back up
each objective with hard facts.
m Strategy: What specific steps
will the revitalization program
pursue over the next three to
five years to achieve its goals?
m Finances: What will it cost
the revitalization program to
carry out the activities outlined
in this plan?

# Management: Who are the
revitalization program’s key or-
ganizational partners? What
roles will they play in imple-
menting the business develop-
ment plan? What are their capa-
bilities? Are they lacking any
skills that they will need to
acquire through forming new
partnerships or hiring new staff
or consultants?

Your business development
strategy must involve activities
in all four points of the Main
Street approach—-design, orga-
nization, promotion, and eco-
nomic restructuring. Strength-
ening commercial activity
involves more than just recruit-
ing new businesses or expand-
ing old ones; it also requires
correcting tangible problems
that deter people from shopping
in the main street area, chang-
ing attitudes and perceptions,
and distinguishing the commer-
cial district from all other shop-
ping areas in the region. This is
the most important principle of
retail market analysis for main
streets.

Eliminating concerns about
crime in the commercial dis-
trict, for example, generally
takes concerted work in all four
points of the Main Street ap-
proach. In this way, the busi-
ness development strategy cuts

across the entire Main Street
revitalization process, engaging
allfour primary committees and
gradually shifting the program’s
focus from committee-specific
activities to integrated objec-
tives carried out by all of the
committees working in collabo-
ratiomn.

Here'’s an example: After con-
ducting its retail market analy-
sis, Main Street Metropolis dis-
covers that very few of the 5,000
people who work downtown
actually shop there. Instead, the
downtown'’s primary consum-
ers appear to be retirees and
tourists passing through town
to visit the Great Geyser Gulch,
about 20 miles away The down-
town intercept surveys con-
ducted by Main Street Metropo-
lis suggest that downtown
workers rarely patronize down-
town businesses because most
shops close at 5:00 p.m. every-
day. Further, women who work
in the commercial district con-
sider the municipal parking lot
unsafe. The Main Street pro-
gram believes it could signifi-
cantly increase sales to down-
town employees—its largest
“captive” market group—if it
could alleviate these problems.

At the same time, Main
Street Metropolis realizes that
itisattractinga significantnum-
ber of tourists. Right now, these
visitors primarily patronize a
couple of antiques stores and
one of three downtown restau-
rants. Curiously, almost none
of these visitors seems aware
that Larson’s Leather Shop in
downtown Metropolis is where
actor James Dean bought his
first black leather jacket.

The Main Street program is
convinced that if visitors knew
this, the number of people visit-
ing Great Geyser Gulch and the
downtown would increase. Us-
ing estimates of the total num-
bers of tourists who visit Me-
tropolis (provided by the conven-
tion and visitors’ bureau), infor-
mation on the demographic
makeup of visitors who stop
downtown, and the Consumer
Expenditure Survey, Main Street
Metropolis’s economic restruc-
turing committee estimates
that the downtown could sup-

port a new restaurant if it could
attract an additional 75,000 visi-
tors annually. And, of course,
capitalizing on the James Dean
leather jacket legacy might be.
just the thing to boost sales by
additional downtown busi-
nesses.

Main Street Metropolis con-
cludes that, in order to increase
shopping by downtown work-
ers, it must deal with the prob-
lems of store hours and parking
lot conditions. It estimates that
downtown workers have the
potential to spend up to $8.0
million annually on apparel and
accessories, up to $8.5 million
annually in restaurant meals,
and up to $2.0 million in per-
sonal care services, such as hair
care. Right now, it estimates
that downtown businesses are
capturing only about 5 percent
of these potential sales. With
concerted effort, Main Street
Metropolis believes it can boost

How the National Main
Street Genter Gan Help

The National Main Street Cen-
ter® can.
® teach you how to conduct a
retail market analysis;
® guide you through the mar-
ket analysis process;
8 develop a Request for Pro-
posals {RFP) tailored to your
needs;
m help you turn raw market
data into a successful business
plan;
® conduct an on-site assess-
ment of your district and its
best opportunities for growth;
m provide you with feedback
on the data you gather;
m help you design effective
consumer surveys, then tabu-
late the surveys for you; and
B provide training materials
to guide you through the mar-
ket analysis process, including
low-cost computer software to
help your develop your own
retail market demand report.
If you would like more in-
formation on the NMSC'’s re-
tail market analysis services,
please call Laurie Young at 202/
588-6219 or send an E-MAIL mes-
sage to laurie_young@nthp.org.




Business Development Objectives

OBJECTIVES

DEsioN ORGANIZATION

Economic

PromoTION  RESTRUCTURING

Make more shopping opportuni-
ties available for downtown work-
ers, particularly in the categories
of restaurants, personal care, and
apparel.

Heavily promote the downtown’s
James Dean leather jacket legacy.

Improve and promote the safety
and appearance of the municipal
parkinglot and major access routes
toand from the parking lot and the
downtown core.

Help current businesses reposi-
tion themselves to meet new mar-
ket opportunities and develop new

stores to fill market gaps.

sales in these three categories
to at least 20 percent over the
next three years—equivalent to
an additional $2.775 million in
sales, some of which would be
absorbed by existing downtown
businesses and some by new
stores.

Metropolis Main Street
therefore outlines the follow-
ing objectives:

8 Increase shopping opportu-
nities for downtown workers,
particularly in three key cat-
egories: restaurants, personal
care, and apparel.

® Heavily promote the down-
town’s James Dean leather
jacket history, primarily to visi-
tors but also to locals.

® Improve and promote the
safety and appearance of the
municipal parking lot and ma-
jor access routes to and from the
parking lot and the downtown
core.

m Help current businesses re-
position themselves to meet
new marketing opportunities
and develop néw businesses to
fill market gaps.

The organization then devel-
ops a matrix {see box above)
with the four points of the Main
Street approach listed across the
top and the business develop-
ment plan’s major objectives
listed down the side. Under each
of the four points, the commit-

tees {and, if necessary, consult-
ants) will list specific activities
that must be accomplished in
order to reach the revitalization
program’s business develop-
ment objectives over the next
three to five years.

After the committees have
determined the major activities
needed to meet each of these
objectives, the organization will
estimate the cost of each activ-
ity—including a pro rata share
of staff time and program over-
head expenses—and develop a
budget for the next three to five
years. It will use this budget
estimate to begin fund-raising
for the next phase of the revital-
ization effort.

But fund-raising for the next
phase of revitalization is an-
other story (or another article).

The steps we've outlined in
this and last month’s issue of
Main Street News are the major
steps of a retail market analysis
for a traditional commercial
district. The process may seem
daunting at first, but it is abso-
lutely critical to successful re-
vitalization of a downtown or
neighborhood business district.

After all, the reason for
launching a revitalization pro-
gram is to increase economic
activity in the district, gradu-
ally escalating to a point of equi-
librium between real estate
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value and commercial activity.
This can only be achieved by
developing a true understand-
ing of the dynamics that affect
the commercial district’s econ-
omy and the market opportuni-
ties that exist, then implement-
ing a deliberate strategy to
change economic activity.

Ideally, your revitalization
program will use the informa-
tion you collect not only to craft
abusiness development plan but
also to constantly monitor the
district’s economic perfor-
mance. If your state or city re-
leases quarterly or annual retail
sales tax reports, examine them
for changes as soon as the new
reports are published. Conduct
New consumer Surveys every
couple of years and compare the
results to those of earlier years
to see what has changed—and
to evaluate the success of your
activities.

Want Morgto Do?

Doing the basic retail market
analysis steps thoroughly will
take a while. But if you want
even more to do, here are some
other activities that can help
you understand and guide your
commercial district’s economy
even better.

m Create a detailed map of the
commercial district. Show the
current placement of all busi-



-y

nesses. Then, identify any ex-
isting “clusters” of related busi-
nesses—stores that sell similar
products or services or that ca-
ter to similar customers. Think
about where you would relo-
cate current businesses (within
the district, of course) to stron-
ger clusters of compatible shops.
Consumers are more likely to
patronize a cluster of related
businesses if they are located in
roughly the same area instead
of being scattered throughout
the shopping district. This pro-
cess is sometimes called cluster-
mapping or cluster analysis.

m Conduct focus groups. Your
market research may leave you
with some unanswered ques-
tions about consumer prefer-
ences and shopping habits. Fo-
cus groups—brief, facilitated
discussion meetings with gath-
erings of 8 to 12 people who
represent a particular demo-
graphic group, like downtown
workers, teens, or Asian Ameri-
cans, or who typify a certain
attitude, people who think that
prices are too high or merchants
are unfriendly, for example—
can give you a better under-
standing of consumer prefer-
ences, habits, and perceptions.
®m Measure the market demand
generated by specific groups of
people. Although the market
analysis process outlined in this
article includes measuring mar-
ket demand in the community
as a whole, you can use the
same process to estimate the
buying power of specific seg-

The following is a correction
to “Getting Started: Retail
Market Analysis,”pg. 2, Main
Street News, Number 129,
Feb. 1997, The following para-
graph should read:
The developer would then di-
vide the total retail dollars
available for capture by the
average annual sales per
square foot of an apparel store
in a community or regional
shopping mall (currently in
the ballpark of $180 per square
foot ...”

We apologize for the error.

ments of the population or to
calculate the buying power of a
larger group of people for spe-
cialty shops or destination goods
and services. For example, if
you have a cluster of businesses
that cater to a particular ethnic
group, you may be able to in-
crease sales by examining the
buying power of this group
within a 100-mile or larger ra-
dius—people who might occa-
sionally shop in your district if
they knew about these stores.
Or, you could estimate the buy-
ing power of a sub-set of the
local population, such as down-
town workers or people living
within a 10-block radius of the
commercial area. The process
is exactly the same as outlined
in sTep 2 in last month’s article.
s Estimate future trends. By
examining the Census of Popu-
lation from previous years or
decades, you can track changes
from year to year or decade to
decade. Has the population of
your community grown richer?
poorer? Has the median age in-
creased or decreased? Do people
commute farther to work now
than in the past? Are house-
holds larger or smaller? How
has the ethnic composition of
your town changed? You can
use your analysis of changes
over time to think about how
circumstances may change in
the future. If the community’s
median age is increasing, for
instance, you may have a retire-
ment boom on your hands in a
few years, meaning an increased
demand in such categories as
health care or children’s clothes
{grandparents spend more on
kid’s clothes than parents do),
but decreased demand for goods
like furniture.

m Monitor the impact of pro-
motional activities. Get in the
habit of measuring the impact
of every promotional activity
that takes place in your com-
mercial district. How many
people does each event attract?
What kinds of people are they?
Do sales increase during the
promotional event?

® Visit innovative businesses.
Few things are as instructional
as visiting innovative shops and
studying their business strate-

Sources of Information

m The Census of Population
is conducted every 10 years
by the U.S. Bureau of the Cen-
sus. Some state and city gov-
ernments conduct mid-de-
cade censuses, also. You can
get a copy of the Census of
Population in print from the
U.S. Government Printing Of-
fice. Libraries that are reposi-
tories. of federal government
documents have copies you
can borrow. Or, your local
planning office or chamber of
commerce might have a copy.
The Census of Population is
also available at http://www.
census.gov./cdrom/lookup/
m The Censusof Retail Trade
is conducted every five years,
inyearsthatendin-2and-7, by
the U.S. Bureau of the Census.
m The Consumer Expendi-
ture Survey is conducted pe-
riodically—usually every two
years—by the U.S. Bureau of
Labor Statistics.

® Some states publish retail
sales tax reports for their
towns, cities, and counties.
Check with your state’s de-
partment of taxation.

gies. To find such businesses,
check the business section of
local and regional newspapers
on a regular basis to see if they
mention any new local suc-
cesses. Ask people who shop
frequently what their favorite
stores are. Visit commercial dis-
tricts and shopping malls in
larger cities. Not only will these
businesses provide inspiration,
but they can also help you stay
on top of new consumer trends—
trends that may affect your
downtown in the near future.
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 Ana-
lysis.



