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Selecting the most suitable area for your business

Location, Location, Location are said to be the 3 most important things in any
new store selection.

Well selected stores at the correct rent make for a great business, on the
assumption that your product is what the local customers want and need.
Matching the store location to the demand is an integral part of setting up a
new business. Trying to sell a Ferrari or a Rolls Royce in a low economic area
will probably not work!

You need to match the demand to your offer as best you can. Thinking about
what you are selling, and using some broad based information such as the
Census, or some proxy for this, makes a huge amount of sense.

In many Asian countries a Census is only done every 10 years. If it is not
fresh enough, you can take other measures. For example, measure the types
of vehicles in the area as a proxy for wealth. A common trick is go to the
shopping centre car park, and count how many luxury cars there are
compared to cheaper or locally made cars. The “BMW ratio” can be thought of
as a good start, as the ratio of BMW's to locally produced cars, which can be
a proxy for higher vs lower incomes.

Once you feel you have nominated the areas you want to seek sites in,
consider where you feel the goods or services you are offerring is, between an
Impulse buy, and a Destination buy?

An Impulse buy is a low cost, spontaneous type transaction eg. Packet of
cigarettes, a bun or a carton of milk. A Destination buy is where you have
thought long and hard about this purchase, and sought out the appropriate
shop to buy from. Eg furniture, high cost clothes or jewellery.



If your product is an impulse item, the main things you look at are pedestrian
traffic, visibility, quick access, and you probably have to pay a higher rent for a
small, high profile store. If you are more a destination, then you can be back
from the most expensive locations, and hopefully negotiate a lower rental.

Think in terms of Impulse vs Destination on the products or services you sell,
and try and match the area you wish to operate in to the most suitable
customers for your product or services.

In order to help the retailers in China to professionally choose their branch or
shop locations, Peter Buckingham and Dr Shaw Zhang jointly introduces the
site selection and territory planning services of the leading Australia company
SpectrumAnalysis into to China, to estalish the joint venture Shanghai
Spectrum International LTD, a new business to apply more logic and science
to retailers across Asia.

Please visit www.spectrumanalysis.com.au for more details about our site
selection and territory planning services, you are welcome to contact us at:

Email: shaw.zhangsh@gmail.com
Phone: (Shanghai)+86 13901689103 or (Australia) +61 420 396168
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Which Store???

The choices of available stores to locate your business in are endless. How
do you sort through all the options to match the store to what you want to sell?

In selecting a store for your new operation, the first and most important thing

in my view is Impulse vs Destination. Once you know where you site on this
line, some other factors become obvious.

High Impulse Low Impulse
Low Destination High Destination

— —

High Impulse items

High impulse items are usually low cost, spontaneous purchases such as
buying a carton of milk, a packet of cigarettes for a smoker or a newspaper.
You may make some decision where you go, but convenience normally drives
this purchase. Convenience stores such as Lianhua convenience stores are
typical examples of the high Impulse store.

When we look at the most High Impulse business we can imagine, think of a
Beggar or a Busker. In this case, they are very mobile, and are able to move
to the best traffic flow at no cost, other than moving their instrument and case
and walking to the other side of the pavement or whatever.

As the cost of the goods you are purchasing increases, you move further
along the line towards Low Impulse / High Destination.

High Destination purchases

If the item you want is reasonably expensive, and you have already pre
determined where you will buy it from, then that is a high destination
purchase. If you want a specific type of car such as a BMW, then you will find
and go to a BMW showroom.

Giving a value to this Impulse vs. Destination ratio

Your business can normally be addressed as x% impulse; y% destination and
| shall give some examples.

Busker 100% impulse, 0 % destination
Rolling Stones Concert 1% impulse 99% destination
Buying Petrol 80% impulse 20% destination
KFC 60% impulse 40% destination

High class restaurant 20% impulse 80% destination



As you can see, the more premeditated the purchase, the higher the
probability you will look up where you want to go, not just spontaneously make
a purchase from the first store you see.

The decision

The higher the impulse value of the goods you are selling, then the more
importance to be in a highly visible, high traffic location. If you are a very
strong destination product, then you can take a more back street approach.

What you need to do is pay the appropriate rental for the appropriate store,
and if you have a high Destination type product, then you do not want to be
paying top rental for the peak corner in the centre. If you are a high Impulse
product, then you do need high passing trade, or you will not sell your goods.
No point being down at the back of the shopping centre paying cheap rental if
you have a high impulse product such as phone cards, sandwiches or other
food items.

An exclusive restaurant that has a great reputation and word of mouth tells
people how good it is can be in a lower rental street or area, as the public will
find it and come to it.

Think in terms of Impulse vs Destination, and then the other issues such as
pedestrian traffic, visibility, access and size will become more evident to you.

Peter Buckingham and Dr Shaw Zhang run , @ new business to
apply more logic and science to retailers across Asia. Please email
shaw.zhangsh@gmail.com or visit www.spectrumanalysis.com.au or call
Shaw on or 61 420 396168
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Dr Shaw Zhang and Spectrum Analysis are entering into a Joint Venture to
offer their services in the Chinese market. Shaw has over 15 years of
business experience, as ex-Mananging Director of SAS Institute China
Operation, founding Magnsoft in 2000, as a leading software company in
Business Intelligence for some specific industries. Shaw has been a resident
of China for most of his life, and came from an academic background which
including visiting professorships in the US and UK. Shaw has excellent
understanding of the retail market, and will lead the expansion of this property

and shop/branch site location related Business Intelligence into China.
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Spectrum Analysis' Managing Director Peter Buckingham has announced that
Spectrum Analysis has signed an MOU to offer their statistical services into
China.



Spectrum is entering into a JV with Dr. Shaw Zhang. Shaw and Peter have
known each other for some years, and Peter and Shaw believe there is a
huge potential market for Business Intelligence in China, where there are very
large retail networks to work with. They believe that the combination of the
business intelligence and the deep domain knowledge in the related parts of

the retail business is the key to the success of this service.

Spectrum specialize in using information such as demographics and observed
data in the process of site selection. Peter is a leader in this field, running the
education on Site Selection and Territory Planning for the Franchise Council
of Australia, and in the recently announced FCA Diploma of Franchising.
Peter also hopes to run courses in China in this area, in conjunction with the

consulting they will be doing.

Whilst the aim of the JV will be working in China with China-based companies,
the JV will also be available to assist Australian companies with advice about
the Chinese market and opportunities. Shaw is a non-executive Director of

'Magnsoft', which he founded in 2000 (www.magnsoft.com), and 'MagnsoftBlI'

(www.magnsoftbi.com) , which he also cofounded.

Please contact Shaw at shaw.zhangsh@gmail.com or Peter Buckingham at

peterb@spectrumanalysis.com.au or on 61 3 9882 6488 for any further

information or visit the website at www.spectrumanalysis.com.au




