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Many businesses which fail lay the blame on having poor sites, well, let us say
“not quite as good as the competitors operate from!” This leads to ALWAYS
being slightly behind the market, and in the end, struggling to survive as the

competition hots up.

Whilst we can always blame old Property Managers that were around many
years ago, most senior managers need to look at the climate they give the
Property Manager to operate in, and the tools they have to use. In most cases
you find that years ago there was little Strategic Network Planning, and a great
deal of opportunism. The challenge is not to let history repeat itself.

The Strategic Network Planning Process

I believe the Strategic Network Planning Process follows a series of steps from
the macro level to the site-specific level. Therefore my description of the
processes at work is as follows:

1. A company needs to decide to have a long-term presence in a Country
(Global issue) or a State or Region within the country. This can be decided
by anticipated returns, political climate or priority of funding.

2. Once the long-term position is established, a macro plan is required to look
at which areas to expand into. This can be looking at the total number
of sites, total potential market and how to divide allocation possibly at a
regional level.

3. The next level then requires a plan to look at which localised areas (maybe
towns or suburbs) the Company wish to locate into, and the priorities of
these areas. Inan established market, this evolves to a network purification
process as we look for improved new opportunities while we cull out the
lowest performers in our network.

4. Specific site selection is then the next step as individual opportunities are
sought, then evaluated using an agreed process which should include some
form of sales prediction modelling

5. Continual review or post audit is then undertaken to improve on the
decision making process. This involves bench marking and comparison to
the original forecasts. Once a site has gone through a 3 - 5 year operation,
little else can be learnt from the original prediction, so we then need to
keep a less strenuous review program to ensure it is economically viable to
continue.

Once you see this as a Strategic Network Planning Process that you are either
consciously or unconsciously following, you can begin to break down the steps
and work on them. You need to understand where you are in the Network
Planning Process before considering individual sites. It is no good picking and
opening a few random sites, and then trying to fit a Network Strategy around
them later on.
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How do we make this happen?

The first issue a company needs to do is gather all the information they have
and ensure that they are heading in the same direction. It is no good if the
Property Managers are heading one way, whilst Marketing and the Franchising
Department are seeking a different type of store.

Ideally, we need to map the existing network, and ensure we understand the
basics demographics we are working with. For example, if we have 15 stores
in 1 city of a 3.0 million people, then is our aim for 100 stores in a city of 5
million people and 3 stores in a city of 600,000 people?

Once we are agreed on the macro issues, we can begin to look at the smaller
issues of where to place new stores.

Demographic analysis of an area (depending on Census

data available).

Information exists on where people live (Census), in every country at different
levels. We can use this in many ways to show the areas of highest probability
of having your type of customers. If the data is not available, you can make
educated guesses in some areas like higher or lower economic areas, more
workers in the area or areas of different ethnicities or religions.

A market can be mapped to create an algorithm to show a combination of
data to best identify areas of best suitability. For example we may decide that
30% of our business is due to people working in the area, and 70% due to
people living in the area. On top of this we decide the product we are selling is
best suitable to young families of high income. We can then create a value for
every demographic area, and map this to show areas of best potential.

Target Market Index

Adelaide
25 - 40 year olds

Target Marlel Index
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This map gives us an idea of where to look in the future for sites we can expect
to do the strongest sales, being the red areas.
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Sales prediction modelling

In many cases we already have an existing network to learn from. We can then
develop a suite of tools using statistical modelling to forecast future sales. Many
large businesses leave it to the property managers to give the sales expectations
for a new store, and when questioned — which they may be in Court one
day, it is essendal that they have some logical process to demonstrate their
predictions.

Depending on the number of stores that are in the network, you may have
the choice of:

* Creating models using Neural Networks, as is used by some of the oil
industry.

* Building regression models, which is similar to many of the larger retail
companies in Australia.

* Building a simple check chart that ensures the same comparative process is
used on all new stores. This normally applies for networks of between 10
and 30 stores.

The advantage of being able to demonstrate a “process” is followed in all new
site selection gives a certain level of validity to your decision. If you are the
President of the company investing large money, how would you feel if there
is no logic in the final decision that was undertaken?

Many Franchisors are finding themselves under challenge on poor site
selection, and compared to the cost of a failed store, a legal case, or an out of
court settlement (more a US and Australian issue than an Asian issue at this
stage), I believe investing in having a proper Strategic Network Planning &
Site Selection process in place is a very, very wise move.

Peter Buckingham is the Managing Director of Spectrum Analysis Australia Pty
Ltd, the leading Geodemographic, Strategic Network Planning and Retail Sales
Modelling Company in Australia. Spectrum assists many large retailers and
Franchisors in better understanding the retail market from a site and area selection
view. Peter is also a Fellow of the FCA and a CMC. Peter can be contacted on
(03) 9815 0800 or peterb@spectrumanalysis.com.au or via the web at www.
spectrumanalysis.com.an.
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