
Retail Network Strategies: 
Insight vs Intuition 

PREPARED FOR 
PINZ ANNUAL CONFERENCE 



RCG | ARCHITECTURE AND PROPERTY. TOGETHER BY DESIGN PINZ ANNUAL CONFERENCE 
JUNE 2019 RCG LIMITED, REGISTERED ARCHITECTS WITH THE NZRAB SINCE 1989. RCG REALTY LTD, LICENSED UNDER THE REAL ESTATE AGENTS ACT 2008 

Here Comes Costco… 
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Presenter
Presentation Notes
Opening 2021. 800 carparks over two levels, plus 14,000 sqm retail space. A $90 million development. Will fit on a site of less than 2 ha, because of the above ground parking. This adds a lot of cost, but can stack up in a ‘town centre’ location.What does Costco’s arrival mean for the NZ retail sector? How did they get to the point of signing a development agreement or lease? What shaped their decision? They opened their first Australian store in 2009 and now have 11 – still building more, and new distribution centres. 
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… And Ikea… 
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Presenter
Presentation Notes
IKEA, Jan 2019: An Auckland store first, and a second store in the South Island, “and then work our way up”. “It does take time to build a truly big blue and yellow iconic Ikea store, it will take a number of years to get the full offer up and running but we don't want to keep people waiting," he said. "It makes sense to be in Auckland where many people are living and also commuting in and out of. We'd like to give a piece of Ikea before the full meal comes along“. Details still vague as at June 2019. Westgate, Drury, airport?IKEA could introduce ‘click and collect’ for New Zealand. They’ve done this in Australia, and it’s a good way for them to get access to towns that are too small for a store. Across Australia, they have 10 stores (with more to come) and 40 ‘click and collect’ points.
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… And Nido?! 
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Presenter
Presentation Notes
A home-grown IKEA competitor, apparently! Similar size requirements. $60 million.“With a retail space the size of three rugby fields, Nido is New Zealand’s largest retail store by far.” “Given our store covers 27,000m2 you can’t really miss us.” “NIDO GRAND OPENING SCHEDULED FOR SPRING 2019” “The retailer's first store will open in Auckland before it expands into the regions. Christchurch and Tauranga would be logical secondary and third sites, Kumar said.”
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What are Mega Retailers Looking For? 
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Presenter
Presentation Notes
These are retailers that start by looking at the New Zealand market overall, or Auckland specifically, decide if it is big enough to support them, and work their way down from there. It’s a top-down strategy, not a bottom-up one. They need to understand the market, how it differs from other places they operate, staff and rent costs etc, and maybe benchmark Auckland against Australian markets.RCG work for IKEA many years ago… looked at 8 sites across Auckland, analysed the market and access to it (‘30 minute drive times’), demographics, competition. These retailers want each store to serve hundreds of thousands of people – maybe a million plus – so they go straight for the larger cities. A lot of these tools are still quite valid… but land use economics have changed significantly. Land costs on the fringe, especially in Auckland, are much higher.Supply chain efficiencies are also key. Mega retailers might want several NZ stores in order to have economic scale. Maybe two across Auckland and a third in Christchurch? Wellington land costs may well rule it out, unless looking in Kapiti or beyond.
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Major and Mini-Major Retailers (1,000 sqm+) 
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• Kmart is expanding, David Jones is opening their 2nd store. 
These ‘major’ retailers anchor shopping centres. 

• Supermarkets, Bunnings, Mitre 10 often develop standalone 
stores. 

• Most other retailers above 1,000 sqm go into LFR centres or 
shopping malls (H&M, Zara). 

Presenter
Presentation Notes
Supermarkets have extensive networks, other brands might only aim for 5, 10, 20 stores across NZ. Need a national strategy, and regional ones for the major metro centres like Auckland.



RCG | ARCHITECTURE AND PROPERTY. TOGETHER BY DESIGN PINZ ANNUAL CONFERENCE 
JUNE 2019 RCG LIMITED, REGISTERED ARCHITECTS WITH THE NZRAB SINCE 1989. RCG REALTY LTD, LICENSED UNDER THE REAL ESTATE AGENTS ACT 2008 

Capex and Risk 
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• Year 0: fitout cost in the $millions (landlord contributes?) 
• Years 1-20: lease cost, also in the $millions 
• How long before the store matures? 
• How long to turn a profit, or to recoup capex? 
• How many stores needed to achieve scale? 
• How to balance bricks-and-mortar vs online investment? 
• The danger of getting it wrong (FCO, Good Guys) 
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Smaller Retailers (<1,000 sqm) 
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• Bayleys in the NZ Herald: “global retail brands are… 
adopting a highly-sophisticated approach to understanding 
the local consumer base and optimising locations”. 
Orangetheory, Krispy Kreme 

• Auckland CBD: Superdry, Sephora, Tiffanys, Dangerfield 
• Auckland Airport: Kate Spade, Victoria’s Secret, Wondertree 
• Sylvia Park: Mi, Miniso 
• Westfield Newmarket: Archie Brothers Cirque Electriq, Coco 

Republic  

Presenter
Presentation Notes
A young, ethnically diverse, internationally savvy, high disposable income market? High pedestrian counts, or shopping centre companies offering the chance to achieve scale through opening several NZ stores quickly? The best lease deal?These brands might never get beyond the biggest shopping centres or the flagship locations. 
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From Zero to Sixty (Catchments) 
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Presenter
Presentation Notes
A lot of food/ lifestyle/ franchise brands might aim for 60 stores across NZ, but few of them ever get there.
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Collecting Data, and Key Metrics 

10 

• Define 20-100 catchments 
• Analyse demographics, market info, competitors, key 

shopping destinations 
• Key metrics: population size and growth, incomes 
• Niche offerings: ‘insured’ population, local workforce, 

homeowners, investors… 
• The “holy grail”: consistent foot traffic data, transparent 

rent/ incentives data, consistent store footprints, flagship vs 
local markets  

Presenter
Presentation Notes
I’ve helped to create network strategies for many retailers. For a new retailer, we’d look at the following:
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From Zero to Sixty (Market Information) 
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Presenter
Presentation Notes
We can tap into a wide range of market information that’s specific to the type of retailer. This could include EFTPOS spending data, our own estimates of the ‘market size’ for a custom category, market share info, metrics on key competitors and their store sizes, etc. We also hold a database of retailer financial information and will use this to profile key competitors.
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From Zero to Sixty (Key Metrics for ‘Niche’ Offerings) 
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From Zero to Sixty (Catchment Layering) 
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Presenter
Presentation Notes
Biggest isn’t always best, but retail trends over the last decade have helped centres like Sylvia Park in Auckland, The Base in Hamilton or Westfield Riccarton in Christchurch dominate their regions. For brands trying to expose themselves to the largest possible market, these centres are often top of mind. Catchments will overlap, and some centres will draw from a very wide area whereas some are more neighbourhood-based.
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Emerging Data vs ‘Tried and True’ Metrics 
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New Store Rollout 

15 

• Prioritise catchments for expansion 
• If a franchisor, expansion is less risky, but need partners 

across NZ. Define territories… 
• If a centrally controlled brand, each new store is a major 

investment. 
• Have to weigh up speed vs best location, resources, etc… 

Presenter
Presentation Notes
When it’s time to implement the strategy and roll out new stores, the retailer needs to be flexible and adapt. Not all locations and leases will pan out. Some will take longer, some stores will open but trade below expectation. Economic cycles will come and go. Need to spread the risk and do the due diligence first. We’ll often be asked to choose between two locations in the same catchment, and demographics will only take you so far – often it’s property factors that make the difference, such as the specific foot count past the store or the attractiveness of the wider precinct, the occupancy package, or whether the store is on the ‘travelling home’ side of the road.
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NZ Chains: Growing, Maturing or Consolidating? 
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• Lotto partners with almost 1,500 retailers 
• NZ Post partners with 880 retailers 
• Banks have 150-200 branches 
• Supermarket brands have 100-150 stores 
• Most other ‘NZ-wide brands’ have 20-100 stores. 
• Expanding: food, lifestyle 
• Mature/ tweaking/ infill: The Warehouse, Briscoe Group 
• Shrinking: banks, entertainment media, independent 

fashion 

Presenter
Presentation Notes
The discussion above has focused on new brands, which are starting from scratch in NZ or who only have a very small network currently. For an existing chain, the strategy will be quite different. It starts with analysing the stores they already have, where they’ve already invested to win or lose money.Retail networks can vary hugely in size. Usually, LFR retailers will have fewer stores. Food stores and service businesses cater to local catchments, so need a wider network. Paper Plus and AMI: 100+, Briscoe 80+ (two brands), Smiths City 50, Bike Barn 30
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NZ Chains: Where to Grow, or Consolidate? 
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• Growth opportunities: find the gaps, rank them 
• Demographics, competition, growth prospects, site 

availability/ cost… 
• Achieving scale in metro areas (e.g. Auckland) 
• The largest markets aren’t always the most profitable! 
• New stores vs reinvesting in existing ones? Relocating for 

operational efficiency? 
 

Presenter
Presentation Notes
Online shopping growing fast: where should the retailer concentrate their capex?
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The End Result: A Retail Network Strategy 
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The strategy should consider: 
  
• Demographics, incomes, growth, market size 
• Competition, key retail nodes 
• The existing store network: benchmark performance, 

market share and potential for upside. Formats and 
relocations 

• Identify and rank locations for growth 
• Close or consolidate stores where required 

 

Presenter
Presentation Notes
Online shopping growing fast: where should the retailer concentrate their capex?



Demographics Growth or Decline? 
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Presenter
Presentation Notes
5 out of 16 regions, and half of NZ’s 67 territorial authorities are seeing very little population growth. That’s based on long term historical trends – many places have had a bit of a boost in the last few years, but it’s questionable whether it will last. At any rate, there will be places in NZ that left to their own devices, will have flat or falling populations.Policy implications? Managed decline, stimulatory investment? Immigration criteria (point system)? Ageing populations, shrinking ratepayer base/ workforce? Funding infrastructure replacement?



Demographics “Four Chief Towns” 
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Source: NZ Local 
Population Database 
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Presenter
Presentation Notes
In the late 19th century, Auckland had 12% of NZ’s population, and was about the same size as Wellington, Christchurch or Dunedin. It’s now gone from 12% to 34% of the population. Wellington and Christchurch have kept growing at lower rates, but Dunedin’s population has hardly changed for 50 years.What makes Auckland different? Why hasn’t Christchurch grown faster, given how much flat land it has available?



Demographics 2018 Census Results? 
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The predictions we made in Jan 2018 (before census date): 
  
• NZ’s population up 9% or 400,000 people. Migration-led 
• Half of all growth in Auckland. Most parts of NZ grew 
• Waikato, Bay of Plenty buoyed by Auckland exodus 
• The housing shortage will bite, especially in Auckland 
• The shortage hits low-income households the hardest 

Source: https://www.rcg.co.nz/insight/our-predictions-2018-census 

Presenter
Presentation Notes
5 out of 16 regions, and half of NZ’s 67 territorial authorities are seeing very little population growth. That’s based on long term historical trends – many places have had a bit of a boost in the last few years, but it’s questionable whether it will last. At any rate, there will be places in NZ that left to their own devices, will have flat or falling populations.Policy implications? Managed decline, stimulatory investment? Immigration criteria (point system)? Ageing populations, shrinking ratepayer base/ workforce? Funding infrastructure replacement?



Demographics 2018 Census Results? 

RCG | ARCHITECTURE AND PROPERTY. TOGETHER BY DESIGN PINZ ANNUAL CONFERENCE 
JUNE 2019 22 RCG LIMITED, REGISTERED ARCHITECTS WITH THE NZRAB SINCE 1989. RCG REALTY LTD, LICENSED UNDER THE REAL ESTATE AGENTS ACT 2008 

The latest, June 2019: 
  
• Lengthy delays are disappointing, but… 
• Key ‘retail’ metrics should be reliable 
• Accurate population counts supplemented with 

other govt data; income data supplemented 
with IRD data 

• Some qualitative data will be less reliable 

Source: “Pulling a Rabbit Out of the Census Hat”, RCG forthcoming 

Presenter
Presentation Notes
5 out of 16 regions, and half of NZ’s 67 territorial authorities are seeing very little population growth. That’s based on long term historical trends – many places have had a bit of a boost in the last few years, but it’s questionable whether it will last. At any rate, there will be places in NZ that left to their own devices, will have flat or falling populations.Policy implications? Managed decline, stimulatory investment? Immigration criteria (point system)? Ageing populations, shrinking ratepayer base/ workforce? Funding infrastructure replacement?
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Source: 
John Polkinghorne/ 
RCG Constructive Thinking 

Land and Transport Costs 

Presenter
Presentation Notes
What influence does this have on the property market? Will land costs be highest at the centre? Can land still be profitably developed in that case?



Thank you. 
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