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Remember that your initial semester project report is 

due on Wednesday… any questions on the report 

now?

I am looking forward to returning some comments 

to you on the project completion plans you 

summarize in the initial report

Remember the Project-Related Resources You Have Been Given

Project Document Assessment Page Workflow Document

Basic Information Grading Scheme Problem-Solving Logic

Also… don’t forget that our Wednesday class 

session will be set aside to discuss your impressions 

and questions about the project, now that you will 

have completed your initial report

Project input from

This Week’s Retail Business Case 

Studies: Macy’s & 7-Eleven
Macy’s Locations in D-FW
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7-Eleven Locations in D-FW

The Value of Location

Week 8

The Value of Location

 This module asks you to consider the actual 

dollar value of locating at one place, versus 

other places, for a given retail business

 Retailers themselves care about this – how much 

should they be willing to pay for a location?

 Real estate firms and developers also care – how 

much should they charge? What kinds of 

businesses would be willing to pay the most for a 

location?

The Value of Location

 This module asks you to consider the actual 

dollar value of locating at one place, versus 

other places, for a given retail business

 Lastly, governments also care – what should 

individual properties be assessed at for tax 

purposes? Important to assess in a fair and 

transparent manner.

The Value of Location

 The first page of one of your readings 

indicates that even within a given mall

retailers pay different rent rates

 Anchor tenant (large department store): low 

rate per square foot

 Ordinary store (small specialty retailer): high 

rate per square foot

https://www.cnbc.com/2015/04/22/retail-rents-whos-paying-the-most.html

“Retail Rent/Square Foot” vs. “Sales/Square Foot”
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https://www.cnbc.com/2015/04/22/retail-rents-whos-paying-the-most.html

TIF = Tiffany & Co.

LULU = Lululemon

KATE = Kate Spade

COH = Coach

M = Macy’s

JWN = Nordstrom

HBC = Hudson’s Bay

WMT = Walmart

“Retail Rent/Square Foot” vs. “Sales/Square Foot”

Example: Stonebriar Centre, Frisco

Example: Stonebriar Centre, Frisco

Frisco

Plano

Example: Stonebriar Centre, Frisco

Q: What would be a reason for a mall rent structure 

that varies by location in the mall? How can malls 

charge different rents to different stores?

Mall Floor Plan

The Value of Location

 Q: can you think of an example of a given 

location in a city having a high value? (in D-

FW, or somewhere else)

 Would all businesses value locations the same, or 

would some stores be willing to pay more than 

others? How? Why?

 Would a good location for a donut shop also be 

good for a jewelry store? What are the factors 

weighing in such a valuation?

The Value of Location

 Esri provides a “story map” that illustrates 

some of the basic thinking for property 

valuation assessment in a local government

context

 These are the valuations that determine property 

taxes

 High value properties = high revenue generation 

ability (location relative to local markets + site 

characteristics)
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Esri’s 

Commercial 

Appraisal 

Story Map

Fifth Avenue and 

Central Park, New 

York City

In the middle of 

everything in the center 

of New York City

The Value of Location

Lower 

Manhattan

5th Ave. & 

Central Park

Fifth Avenue and 

Central Park, New 

York City

With elite stores like 

Apple, Bergdorf 

Goodman, and Tiffany 

right here, this is quite 

possibly the best retail 

location in the world – or  

is it?

The Value of Location

Fifth Avenue and 

Central Park, New 

York City

With elite stores like 

Apple, Bergdorf 

Goodman, and Tiffany 

right here, this is quite 

possibly the best retail 

location in the world – or  

is it?

The Value of Location

The Value of Location

 Your reading also points out that location cost
complicates the location decision

 Without thinking of cost: the best location for 
many businesses might be the center of the city, 
or a very busy intersection (an obvious “good 
location” like Fifth Avenue and Central Park)

 But bringing in cost complicates the decision: you 
must pay for a good location, so your business 
must bring in the revenues to justify the 
investment

The Value of Location

 Some businesses need a central, accessible 
location

 They need the business volumes that such a 
location brings to them

 If they don’t locate in such a location, they die

 This means they are willing and able to pay a 
high cost to locate in a prime spot

 Q: can you think of examples?

http://www.arcgis.com/apps/MapJournal/index.html?appid=7c731180c599454fad7389888ec69b37&webmap=b690741db25d4045adad90d1217fd515
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The Value of Location

 What about locations that aren’t obviously 

attractive, but work the best for a given kind 

of business?

 Q: What kinds of businesses won’t you find at a 

prime, downtown intersection?

 Where do they go in the city?

The Value of Location

3rd Ave and 33rd St, 

New York: who knows, 

maybe this is the best 

retail location in the 

world (for this 

particular kind of store)

The Value of Location

Where would be the 

best location for this 

store: does this need to 

be at a busy intersection? 

Why or why not?

The Value of Location

 Your reading summarizes three ways of 

looking at this “location value” question

 1. the bid rent curve

 2. the pro forma analysis

 3. consideration of the costs (and risks) associated 

with retail expansion

The Bid Rent Curve

 The fundamental logic behind this analysis 

comes from what may be a surprising source: 

von Thünen’s agricultural location theory

Market

Location Rent 

Graph View
Crops…

The Bid Rent Curve

 The fundamental logic behind this analysis 

comes from what may be a surprising source: 

von Thünen’s agricultural location theory

MarketMarket

Location Rent 

Graph View
Crops…
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Farm Crop Zones Around a City

Strawberries

Wheat

Cattle

Market 

Town

Same Situation, 

Map View

The Bid Rent Curve

Downtown

Same idea 

applied to 

businesses 

and cities: 

urban land 

uses

Location Rent 

Graph View

Map View: Urban Land Use Zones Around a City 

Center

Fashion

Finance

Hardware

Downtown

Same idea 

applied to 

businesses 

and cities: 

urban land 

uses

Same Situation, 

Map View

The Bid Rent Curve

 The basic idea: relative location is the most 

important factor

 To be specific: location of the business relative to market

 Some businesses (just like some crops) must be near the 

center, and will pay for accessibility to the market

 Other businesses can’t afford to locate downtown, but will 

thrive in peripheral locations (don’t need to be quite so 

freely accessible)

… how central does it look 

like these businesses need 

to be to the market?

Bicycle Repair Shops 

in Dallas County…

The Bid Rent Curve

 Your reading summarizes the rationale for 

this phenomenon well:

 Some stores have very extensive market requirements 

(model train stores) and can attract their customers to any 

location – having a “good” location won’t improve their 

sales at all

 Other stores have customers who aren’t willing to travel 

far at all (fast food), so having a good, accessible location 

is crucial to their success
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The Bid Rent Curve

 Your reading summarizes the rationale for 

this phenomenon well:

 Bottom line: some business types convert location into 

sales very well and need a good location

 Other businesses don’t care about location quite so much 

because they don’t have to

The Pro Forma Analysis

 A quantitative analysis of location costs and 

benefits – the investigation needed to satisfy 

investors and obtain financing

 Best determination of future revenues and costs, and the 

factors that impact each

 Analysis includes factors such as size, cost, location, age 

of structure – provides a basis for comparison of potential 

properties for acquisition

The Pro Forma Analysis

 Figure 4.2 provides some indication of the 

logic followed in one sample pro forma 

analysis for a shopping center acquisition 

(you don’t need to know details beyond this)

Expansion of a Retail Chain

 Retail chains expand because of the benefits 

that growth can bring, but risks must be 

assessed because the negatives of expansion 

can outweigh the positives for some firms

 Recall the major positives and negatives of 

expansion that we explored last day…

Expansion of a Retail Chain

 Benefits of Expansion

1. Size increase leads to the potential for profit increases

(bigger firms can make bigger profits)

2. More sales lead to the possibility of improved economies 

of scale (Wal-Mart uses its size all the time to get better 

deals from its suppliers)

3. Reduce risk by serving multiple geographic markets, plus 

more locations for you means fewer potential locations 

for your competition

Expansion of a Retail Chain

 Potential Problems with Expansion

1. New locations may not be as successful as existing stores, 

perhaps losing money for the firm

2. Expected economies of scale may not be as large as 

anticipated, or may be outweighed by other costs of 

expansion

3. The business model may have to be altered as the 

business enters new markets, and perhaps being found to 

be unsuitable for some new locations


