Chapter 13

Small Business Marketing: Place

Small Business Distribution

¢ Types of Distribution Channels
® Direct Channel

o Products and services go directly from the producer to the consumer.

Producer I Consumer I

® Indirect Channel

o Products pass through various intermediarics before reaching
the consumer.

Producer I Retailer J Consumer

Source: Hatten, Small Business Management,
4th Edition

Figure 13.1: The Channels of Distribution
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Location for the Long Run

® Essential Questions of Site Location

1. Whatregion of the country would be best for your business?

Eali el g

business?

Source: Hatten, Small Business Management,

4th Edition

What state within that region satisfies your needs?
What city within that region will best suit you?

What specific site within that city will accommodate your

Figure 13.2: Identification of
Regional and Local Markets
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State Selection

® Sources of information on the economic performance of

regions, states, and cities:

® Fortune magazine
® Business Week

® Forbes magazine

® TheWall Street Journal

® Entrepreneur
® USAToday
® U.S. Census Bureau

Source: Hatten, Small Business Management,

4th Edition




State Selection

® ComparisonTools
¢ Survey of Buying Power
¢ Combines data on population, income, and retail sales for nine regions
within the United States.
® Assigns a weight to each factor to calculate a buying power index (BPI), so
that different markets can be compared.

¢ Effective Buying Index (EBI)

o Calculates the amount of disposable personal income for people in a specific
geographic arca.

Source: Hatten, Small Business Management,
4t Edition

Table 13.1: Regional Summaries of Population,
Effective Buying Income, and Retail Sales

2005 Totals of U.S. Population by Age Group
Population by Age Group (0005)

Total Total
Population % of  o-i7 124 2534 35749 Households % of
Years ) us.

Region (0005) US.  Years  Years  Years and Ouder (o009

New England 13257 488 32787 1351 17736 3089 4508 55069 50419
Middlo Atantic  4043%3 137006 94485 37712  51%8 93041 12737 152505 137383
EastNorth 4184 1566 14738 45%4 6007 10323 13722 1IB3 160109
Central

West North 19754 66 4809 2054 25327 43RBT 527 28 6955

Central

SouthAtlantic 555392 188180 133817 53129 74063 124465 169918 21585  1940%

East South 75018 5001 42487 17680 2384 38363 52054 68722 6198
Central
West South /EISI 1360 9057 35BE 4744 T8 BSOS 122041 10959
Central
Mountain 199307 671 5386 2043 28512 42340 54666 172 6634
Pacific 462924 162691 123013 4730 68722 10018 130784 166086 150293
Total United 25401 10000 T34679 292004 97403 660244 670N 110027 1000000
States

Source: Hatten, Small Business Management,

SOURCE: From 2005 Survy of Buying Powr, Sl and larkting Nanagerert, Septemoer 2005, . 62 Copyrght © 2005 Nelson Busingss Veda
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Table 13.1: Regional Summaries of Population,
Effective Buying Income, and Retail Sales

2005 U.S. Totals of Effective Buying Income
EDI by Income Group (000s)
Average  Median

2002 Total % of  Per Capita Household ~Household $20,000-  $35,000- $50,000
Region EBI (S000) uSs. EBI (5) EBI (5) EBI(S)  $34.999 549,999 and Higher
New England 3EIBITE 564 22517 57635 3810 10833 1069 2394
Middle Atiantic 2475359 14473 20300 53,931 39798 3109 2841 58061
EastNorth Central 891563433 156609 19319 50,163 39,700 4083 3531 65475
WestNorth Central 365325746 64157 18516 7302 37,882 18824 15925 26070
South Atlantic 1092206659 191854 19666 50710 J/2 AR5 415 136
EastSouth Central 299754791 52685 17,127 13618 33561 17003 12790 19939
West South Central 567816994 103254 17538 18166 3422 28852 23086 40210
Mountain 4091769 65712 1870 50,778 30825 17448 N2 2m
Pacific 937,186,640 16.4622 19518 56,174 43,043 34755 31758 6,896.8
Total United States  5,692,009567 1000000 19289 51,284 04 U2 24687 407587

unce: FPURE R IR Fisiness . ManaggmEnsoperoor 2005 . 62 Copyright © 2005 Nelsen Business Veda he
4th Edition




Table 13.1: Regional Summaries of Population,
Effective Buying Income, and Retail Sales

2005 5. Totals of Retall Sates
Retal Sates by Store Group
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City Selection

® Sales Conversion Index (SCI)

® A measure of area residents’ ability to convert personal income
into retail purchases.

¢ Inshopping
® When consumers come from outside the local market area to
shop.
¢ Outshopping

¢ When consumers go outside the community to shop.

Source: Hatten, Small Business Management,
4th Edition

Table 13.2: Retail Sales by Store Group
and EBI to Calculate SCI

Retail Sales Fort Conversion Conversion
(in S000) Collins Faor SO Pueblo  Facr  SC
Total retail $2009,0% 12 R SIEES® 13 1196
Food 27382 6 65 2406 B 14375
Eating/drinking 2013 ERE T A AL I 11538
General 312162 7 ne mee B 1329
merchandise

Fumiture/ 18275 0 16667 N 06 8000
appliances

Automative 4122 B 100 mes B 10000
Total €81 $1831.9% 1200826

(in000)

Buying Power 0508 o039

« Fort Collins conversion index is well below 100, at 83.58. The city
experiences i i p: with Pueblo.

« Pueblo, with its 119.64 SCI, enjoys iderable i i p: with
Fort Colli

@ iR atteg,.Sipall Business Management,

4th Edition




Site Selection

® Type of Site Questions
¢ Is the site located near target markets?
¢ Is the type of building appropriate for your business?
® Whatis the site’s age and condition?
® How large is the trade area?
® Will adjacent businesses complement
or compete with your firm?

Source: Hatten, Small Business Management,
4t Edition

Site Selection (cont'd)

® Accessibility Questions
® How are road patterns and conditions?
® Do any natural or artificial barriers obstruct access to the site?
® Does the site have good visibility?
¢ Is traffic flow too high or too low?

¢ Is the entrance or exit to parking
convenient?

¢ Is parking adequate?

® Is the site accessible by mass
transit?

® Can vendor deliveries be made easily?

Source: Hatten, Small Business Management,
4th Edition

Site Selection (cont'd)

¢ Legal Considerations
¢ Is zoning compatible with your firm?
® Does the building meet building codes?

® Will your external signs be compatible with zoning
ordinances?

¢ Can you get any special licenses you will need?

Source: Hatten, Small Business Management,
4th Edition




Site Selection (cont'd)

® Economic Factors
® How much are occupancy costs?
® Are amenities worth the cost?

® How much will leasehold improvements and other
one-time costs be?

Source: Hatten, Small Business Management,
4t Edition

Site Selection (cont'd)

e Traffic flow

¢ The number of cars and pedestrians passing a site affects its
potential for retail sales.

¢ Depending on the business, the type (social status, affluence) of
potential traffic also needs to be considered.

® Other businesses in the area will also influence the kind of traffic.

Source: Hatten, Small Business Management,
4th Edition

Site Selection (cont'd)

¢ Going Global
® Information Resources
¢ Magazines and newspapers
¢ American Management Association and the American
Marketing Association
® U.S. Department of State
® Internet
® CIAWorld Factbook (online)

Source: Hatten, Small Business Management,
4th Edition




Incubator Benefits

® Support Services

® Tenants share office machines, computers and other equipment
and pay only when they use it.

® Receptionists

secretarial support, and shipping and receiving
services are available on a shared basis.

® Professional Assistance
® Reduced rates with accountants and lawyers.

¢ Training in cash flow management, marketing practices,
obtaining financing, and other areas.

Source: Hatten, Small Business Management,
4t Edition

Layout and Design

¢ Legal Requirements

® Cost of accessibility requirements of the Americans with
Disabilities Act (ADA) of 1990.

Source: Hatten, Small Business Management,
4th Edition

Layout and Design (cont'd)

® Retail
¢ Free-flow layout
® Encourages customers to wander and browse through the store.
¢ Grid layout

® Moves customers past merchandise arranged on rows of shelves or
fixtures.

¢ Loop layout

® Hasa predominant aisle running through the store which quickly leads
customers to their desired department.

Source: Hatten, Small Business Management,
4th Edition




Figure 13.3: The Free-Flow Layout

Source: Hatten, Small Business Management,
4t Edition

Figure 13.4: The Grid Layout
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Source: Hatten, Small Business Management,
4th Edition

Figure 13.5: The Loop Layout
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Layout and Design (cont'd)

® Service
® Customer convenience is important.
® Workflow promotes speed and efficiency of service providers.

Source: Hatten, Small Business Management,
4t Edition

Layout and Design (cont'd)

¢ Manufacturing
® Process layout
¢ Places all comparable equipment together in the same area.
® Product layout
o Places equipment in an assembly line.
¢ Fixed layout
® Is used when the product must stay stationary while workers and

equipment are brought to it.

Source: Hatten, Small Business Management,
4th Edition

Figure 13.6: Process Layout
in a Restaurant Kitchen
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Figure 13.7: Product Layout
in a Pizza Kitchen
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Source: Hatten, Small Business Management,
4t Edition

Layout and Design (cont'd)

e Home Office

Advantages Disadvantages

¢ Flexibility in scheduling ® Interruptions
personal, family, and e Isolation
business obligations o Credibility

® Low overhead expenses o Work spa(’:e

® No commute time * Zoning issues

¢ Independence

® No office distractions

Source: Hatten, Small Business Management,
4th Edition

Lease, Buy, or Build? (cont'd)

¢ Information Needed Before Entering a Lease
¢ How long will the lease run?
® How much is the rent?
¢ How much will the rent go up?
¢ Can you sublease?
¢ Can you renew?
¢ What happens if your landlord goes broke?
® Who is responsible for the insurance?
¢ What building services do you get?
® Who else can move in?

® Who pays for improvements?

Source: Hatten, Small Business Management,
4th Edition
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Lease, Buy, or Build? (cont'd)

¢ Purchasinga Facility

¢ Advantages
® Right to customize the property
® Fixed payments
¢ Increase in property

¢ Disadvantages
® Upfront expenses and capital investment
® Tiesbusiness to location
® Depreciation is not a business expense

® Decrease in property value

Source: Hatten, Small Business Management,
4t Edition

Lease, Buy, or Build? (cont'd)

¢ Building a New Facility
¢ Advantages

® Meets necessary specifications for business

® Enables incorporation of new technology or features that will lower

operating costs compared to older, existing building
¢ Disadvantages

o Significantly increased fixed expenses

Source: Hatten, Small Business Management,
4th Edition
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