Determining Site Selection
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Factors that go into site-selection

Research published by Ohio State University in 2005 found that 60 percent of
restaurants fail in their first year, and 80 percent fail in five years. The main culprit?
Location. Site selection is one of the most important decisions you will make with
any new enterprise and can help make or break your restaurant.
Danny Meyer, while now famous as Shake Shack’s founder, is also the owner of
Union Square Hospitality Group and has managed a variety of different operations. When asked about how he developed these locations, he said:

“More and more what I find interests me is if you give me the
frame, I’ll figure out what kind of art belongs inside that frame,
and I’ll figure out who to do it with.”
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So let’s talk about that frame:

Type of Operation

Transportation to restaurant

What kind of operation you
have. A fast-casual business
will require a different location than that of a high-end
steakhouse.

It’s also important to know how people are finding
and getting to your business. Is it an urban environment dependent on public transportation and
foot-traffic? Or is it next to a major thoroughfare
where most customers are driving?

Customers
Location is not only about
aesthetics, but about the
people who live around said
location. Most customers will
arrive within five miles, which
means owners must know
who is living within that radius.
Demographics to consider
include average age, income,
and profession.
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Aesthetics

Other Factors

Site-selection is still rooted in certain physical
attributes. How close is your operation to other things, and who are attending those businesses? Attracting customers to multiple businesses is called synergy. If the museum-goers
or laser-tag-enthusiasts are nearby, will they
have interest in your operation?

Other factors to consider include
visibility and access. If most are
arriving by car, clear signage by
the road and plenty of parking are
key. If most are walking, make sure
it isn’t too hidden along a busy city
block.

While some of these subjects will appear to be common sense, the act of site-selection is
actually more complicated than it appears.
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Isolating factors for success

There are a few ways to isolate these factors.
The first is data from the point-of-sale system. These records will determine first your
“VIP”, “core”, and “infrequent” customers.
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attend the restaurant from
time to time, but do not consider it a go-to spot.
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When selecting a new site, it will be important to understand what attracts VIP and core
customers, and also develop what could attract those that are not always inclined to visit.
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You know who are coming into your current businesses from your POS data, but how do we
find that customer base elsewhere? It turns out the U.S. Census is not only useful for effective policy-making, but feeding your constituents. Demographic information of an area can
help predict a customer base for a new site. This is what Meyer was hoping to accomplish in
finding the frame for his art. For each of his operations, the area — and its inhabitants — fit
the restaurant they’re attending.
If the use of these tools sounds intrusive or excessive, it’s important to realize capitalized
“Big Data” is ruling most rising industries. Netflix uses it to determine if you want to watch
Black Mirror or House Hunters next; Google Maps determines traffic patterns by tracking
your phone; and Amazon employs thousands of people to develop algorithms so you become as dependent on two-day shipping as possible.
The restaurant industry is the next Big Data arena, with everyone from giant chains to small,
independent operations taking advantage.

Data to Consider for Site Selection
Education Level

Ethnic Mix of Location
9% 6%

100%
50%

14%
71%

17%

48%

38%

14%

0%

Age Mix of Location
23%
32% 28%

Education Level

Eth. White Only

Eth. Black (or mix)

< High School Graduate

Eth. Asian (or mix)

Eth. Other Race

College Graduate

High School Graduate
0-20

21-34

35-59

> = 60

Income Demographics
25%
20%

20%

18%

15%

19%

16%

15%

12%

10%

Family
58%

42%

Gender
48%

52%

5%
0%

Income Demographics
$0k <$25k

$25k <$50k

$50k <$75k

$75k <$100k

$100k <$150k

$150k +

Family w/ children

Family w/o children

**Data is a sample only

Female

Male
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Harnessing big data, technological tools
with Acutely
There are several services that can take information and apply it to your business, but few
provide the data and analysis necessary to make site-selection a likely success.
One up-and-coming service is Acutely, which not only collects a wide range of data on
customers, transactions, and operations, but calculates actionable solutions for businesses. Their approach is two-sided: Market Intelligence and Tech Hub. The former speaks to
gathering data with state-of-the-art methods and determining the patterns of your customer base. The latter speaks to the actionable services Acutely offers.
The accuracy of their findings is assured through double-blind experiments, which compare the analysis’ findings with that of an existing restaurant. If the match doesn’t reach
standards, variables can be changed in order to optimize the individual operator’s needs.
Setup

• Gather necessary data for each location
• Enhance your data with public and private
data sources
• Identify transactions profile for your customers

Iterate

• Revisit the model when new data becomes
available
• Incorporate new business concepts as your prod
uct offering changes

Analyze

• Find the propensity of a specific consumer profile
to visit your location
• Determine your trade area characteristics
• Examine how competition affects your location

Validate

• Run the final model against a completely
seperate hold out sample to independently verify
integrity
• Adjust model to incorporate any generalized
learning from the test sample
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One common pitfall of many site selection tools is relying too heavily on the success
of similar businesses. Just because a fast-casual Italian restaurant worked in an area,
doesn’t mean a second will fare as well.
This limited perspective, and subsequently a poor choice in new site, could have catastrophic consequences. Bankruptcies have risen in the last few years, often after struggling restaurants file for credit protection but cannot improve sales. Decreasing overhead costs or cutting staff is simply not enough — sales growth is key to a successful
new site. Not to mention the financial strain of a flailing second location will inevitably
affect other successful locations.
Acutely’s mission is to not only to avoid disastrous scenarios, but to develop the tools
for a thriving operation. Their expertise can bring your restaurant to the next level and
with the newly released Acutely Light you can take advantage of many features for free.
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Always innovating

For many successful operations, growth will take the form of a second (or third, or
fourth) location. When famed Chicago institution Half Acre Brewery expanded to a
second location on Balmoral Avenue, founder Gabriel Magliaro noted the need for
more leadership and staff, but reveled in their newfound 60,000 square-feet.
In turn, Magliaro said they could now “focus on doing things that we’ve never been
really able to do before,” like expanding a fermentation program and building a beer
garden.
Ultimately, your next location is not only about increasing profits and expanding a customer base, but leading the way for future innovations in your craft. Danny Meyer also
recognized this when he searched for the perfect “frame” for his art.
Acutely’s experience in marketing strategies, big data, and actionable solutions can
not only find that frame but improve the art. Don’t leave success up to chance or outdated models.
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info@acutely.com
411 N. LaSalle St #300
Chicago, IL 60654

