HOW TO FIND THE BEST LOCATION
Reprinted from an article by Entrepreneur.com, by Karen E. Spaeder

Chances are, you’ve heard the term “location, location, location” more than a few times. But if you’re in the throes of creating a spectacular menu for your new restaurant of finding wholesalers for your first retail store, it might now be the first thing on your mind.

It’s time to put location at the top of your to-do list. If you’re preparing to open a food or retail business with a storefront, putting your business in the proper location might be the single most important thing you do at startup. Of course you need a winning product, too, but how will anyone know about that product unless you get them through the door?

“In the brick-and-mortar retail world, it’s said that the three most important decisions you’ll make are location, location and location.” affirms Irene Dickey, a lecturer in management and marketing at the University of Dayton’s School of Business. “Careful determination of new sites is critical for most retail and consumer service businesses.”

CHECK YOUR DEMOGRAPHICS

Making these determinations can be as simple or as complex as you make it. There are, for instance, sophisticated location analysis tools available that include traffic pattern information, demographic and lifestyle date and competitive analyses. Add Dickey, “For a price a retailer can ask such questions as “If I’m looking to add a store to a particular market, what’s the optimum level of traffic as it relates to the specific targeted trade area?  What is the overall type of traffic?  Once consumers are in the store, is there any way to measure the traffic patterns in the store?” Get a demographic overview of the area you’re looking at—age, income, households, etc.

In addition, you should look at neighborhood traffic generators, such as other retailers that draw people to the area, industrial or office parks, schools, colleges and hospital complexes.  You’ll also want to look at both highway and foot traffic. 

LOOK YOUR COMPETITORS IN THE EYE

Many experts agree, though, that the answer to where you should locate is more straightforward than many entrepreneurs make it. “Quite simply, the best place to be is as close to your biggest competitor as you can be,” says Greg Kahn, founder and CEO of Kahn Research Group in Huntersville, North Caroling, and a behavioral research veteran who’s done locations research for Arby’s, Buffets Inc, Home Depot, Subway and other major and minor players. “Foot traffic is obviously important, but landing the ‘perfect’ customer is far more crucial. By being in close proximity to your competitors you can benefit from their marketing efforts. In other words, your competitors chose their locations based on the ideal demographics of a particular area, says Kahn. In many cases, they’ve also devoted large portions of their advertising budget toward driving traffic to their locations. “Why spend the money when they’ve already spent it for you? asks Kahn. “It’s that easy.”

What’s more, being located near your competition can be a boon to business, provided you’re confident enough in your product to outsell your competitors. “Competition is good,” concurs Blake Tartt, president and CEO of commercial real estate firm New Regional Planning in Houston, known for his work on major malls and other commercial developments. “It makes the retailer or the restaurant better-competition breeds more business, more traffic, and that’s a positive. If my clients are good, I tell them to go right up against the competition.”

DO YOU NEED PROFESSIONAL HELP?

But your job isn’t done even when you think you’ve found a good spot for your business. Negotiating a lease that works for you and your business is just as important as the location itself.  “It’s very important that you have a good lawyer who can negotiate your lease—that’s another cost,” says Tartt. Your attorney can help you look at things like the term of the lease, build out allowance, and the condition of the property.

He or she can also help you talk to the landlord so you ask the right questions. “Interview the landlord as hard as you look for the location,” cautions
Tartt. “You’re marrying your landlord. There are a lot of unscrupulous ones out there—they tend to have a “me” mentality.

Making use of a local real estate professional who understands your customers as well as you do is also a great idea. Depending on whether you’re opening a food business or a retail store, you’ll want to discuss things like the type of merchandise your target customers buy or the sort of food they like to eat. “I believe that in every town, there is some real estate professional who knows his or her city backward and forward,” says Tartt. “The really with-it real estate person is studying all those trends, traffic patterns, and demographics.”

Having someone help you with your business plan before you even begin the location search can be invaluable as well. Entrepreneur.com has a guide to writing a business plan that offers information and resources to help you in this process, so that’s a good place to start. A business coach or business plan consultant can also help you through this process, ask around in your network for referrals, or check with your local Small Business Development Center for additional assistance. ”Know what your business plan says when you’re looking for a location,” says Tartt. 

Being aware of all the location costs involved with starting your business will do wonders for your ability to weather any storms that might and likely will come your way.  Underestimating the costs and the time involved with launching your business—especially when it comes to your location—is one of the most common startup mistakes, and one you can avoid if you plan properly.  If you take into account everything from broker, attorney, engineering and architect fees to zoning and planning hearings, you can see that both the costs and the time to startup can vary widely. 

The best advice? “Talk to other people in the business-learn from them what they’ve experienced, what the pitfalls are, what things to look out for,” says Rodelle. “You’ve gotta do your homework. You can protect yourself and come out ahead.”
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