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General Limiting Conditions
Certain information included in this report contains forward-looking estimates, projections and/or statements.  Pro Forma 
Advisors LLC has based these projections, estimates and/or statements on expected future events. These forward-
looking items include statements that reflect our existing beliefs and knowledge regarding the operating environment, 
existing trends, existing plans, objectives, goals, expectations, anticipations, results of operations, future performance 
and business plans. 

Further, statements that include the words "may," "could," "should," "would," "believe," "expect," "anticipate," "estimate," 
"intend," "plan," “project,” or other words or expressions of similar meaning have been utilized. These statements reflect 
our judgment on the date they are made and we undertake no duty to update such statements in the future.  

No warranty or representation is made by Pro Forma Advisors that any of the projected values or results contained in this 
study will actually be achieved.

Although we believe that the expectations in these reports are reasonable, any or all of the estimates or projections in this 
report may prove to be incorrect. To the extent possible, we have attempted to verify and confirm estimates and 
assumptions used in this analysis.  However, some assumptions inevitably will not materialize as a result of inaccurate 
assumptions or as a consequence of known or unknown risks and uncertainties and unanticipated events and 
circumstances, which may occur.  Consequently, actual results achieved during the period covered by our analysis will 
vary from our estimates and the variations may be material.  As such, Pro Forma Advisors accepts no liability in relation 
to the estimates provided herein. 

In the production of this report, Pro Forma Advisors has served solely in the capacity of consultant and Pro Forma 
Advisors has not rendered any “expert” opinions and does not hold itself out as an “expert” (as the term “expert” is 
defined in Section 11 of the Securities Act of 1933). 

This report is not to be used in conjunction with any public or private offering of securities, and may not be relied upon 
with the express written consent of Pro Forma Advisors.

This study is qualified in its entirety by, and should be considered in light of, these limitations, conditions, and 
considerations.
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Introduction
Pro Forma Advisors LLC (Pro Forma) has been retained to conduct an analysis of the economics that will shape future 
Neighborhood Oriented Development (NOD) in the South Bay.  In this report, we start by identifying the core set of 
neighborhood functions that will increase individuals propensity to take short frequent trips.  Second, we identify various 
travel behaviors that will likely affect the capture of residents to NOD’s via non-auto related travel modes. Third, we 
establish parameters for demand for retail, service, and business-oriented neighborhood functions. Fourth, we discuss 
historic patterns of commercial development and review previously conducted research to present how NOD fits within 
the context of anticipated future retail development.  Fifth, we create a illustrative scenario that compares vehicle miles 
traveled in traditional regional serving shopping center versus NOD as well as a theoretical distribution of additional retail 
space through scenario planning in the South Bay.  

This analysis is Task 3 of the South Bay Subregion: NOD Feasibility Study for the South Bay Cities Council of 
Governments (SBCCOG) and the Southern California Association of Governments (SCAG).  Findings from this report will 
influence the development program recommendations and the market and financial feasibility analysis that will be 
conducted in Task 4 of our analysis. 

 Introduction
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Neighborhood Functions
In general, a destination attracts visitors based on what there is to do there.  In other words, a destination’s “functionality” 
provides the primary draw.  In the context of a retail or personal service destinations, the functionality is a result of the 
businesses located at a particular location.  In Task 3 Pro Forma has evaluated what combination of goods and services 
are likely to generate the most frequent short trips taken by residents, which is aligned to the NOD strategy.  

The starting point for this analysis is the publication “Beyond the Neighborhood Unit: Residential Environments and 
Public Policy (Banerjee and Baer, Plenum Press, 1984).   This study furthers the idea of the “neighborhood unit” concept. 
The neighborhood unit is an early planning model for residential development in metropolitan areas.  It is largely credited 
to Clarence Perry based on his writings in the early 1900s and has been used as a framework for urban planners 
attempting to design functional, self-contained, and desirable neighborhoods.  

Historically, a common method of analyzing the attractiveness of a destination is through in-place employment or square 
feet of retail space located within a particular area. This methodology makes data collection and analysis relatively simple 
while providing a general representation of the locations functionality. However, Banerjee and Baer found through their 
survey research that, with few exceptions, people of all income and ethnic groups desire a set of functions close to 
home.  The study indexes 79 potential destinations that people desire to have in close proximity to the home.1 

Since the research is now almost 30 years old there are a number of other of neighborhood functions that will likely serve 
contemporary needs. Pro Forma has compiled a revised list by North American Industry Classification System (NAICS) 
code to evaluate potential demand for Neighborhood Functions that could be located in South Bay NODs.   Pro Forma 
has established these core functions because they are less likely to change overtimes.  For example, past uses such as 
video store, hardware store, etc. have become less prevalent in neighborhood retail centers due to technological 
advancements and grocery/drug stores offering a larger mix of hardware related items, respectively.   

Neighborhood Functions
By Industry

NAICS (Description) 
44511 Supermarkets and other grocery stores

44512 Convenience stores

44531 Beer, wine, and liquor stores

44611 Pharmacies and drug stores

52211 Commercial banking

621111 Offices of physicians, except mental health

6212 Offices of dentists

6244 Child day care services

71394 Fitness and recreational sports centers

 Economic Analysis
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NAICS (Description) 
7221 Full-service restaurants

722211 Limited-service eating places

722213 Snack and nonalcoholic beverage bars

7224 Drinking places, alcoholic beverages

81211 Hair, nail, and skin care services

81231 Coin-operated laundries and drycleaners

81232 Drycleaning and laundry services
Source: Pro Forma   

Other Considerations
While the list of NOD Functions is a starting point, it is in no way prescriptive to the type of businesses that must locate 
within a NOD.  Each of the NAICS and corresponding industries included a wide variety of businesses within the more 
broad NAICS classification.  This list of Neighborhood Functions should be considered illustrative, with a goal to include a 
wide variety of businesses (retail and personal services) that could be supported by the actual market based on specific 
NOD site locations.2   Furthermore, there are a number of institutions (e.g. religious) or public agencies (e.g. postal 
service) that will provide additional functionality to a neighborhood.  However, since the focus of this study is the 
economic implications of NOD they have been excluded as they will not likely be driven by private sector investment.  
Gas stations have also not been included because while they would be considered a Neighborhood Function they would 
not be aligned with goals of the NOD strategy.

Mode Choice Implications
For the NOD strategy to achieve its objective to reduce vehicle travel, it must be attractive to nearby households who will 
utilize non-auto related transportation modes to access its goods and services. Pro Forma has examined the half-mile 
radius trade area3 because typically a half-mile is considered the outward limit of an individuals threshold for walking.  
The proliferation of automobile use across the nation has made it easier to reach a variety of destinations.  However, as 
traffic becomes more congested and gas prices increase there may be continued impediments to consumers willingness 
to travel long distances to reach their desired destination.  The NOD strategy can play an important role in providing an 
option that can help influence households mode choice in the future. 

One area where the relationship between consumers to destination is acutely important is retail.  The size of the retail 
store and center will dramatically impact the required market needed to keep the store and center profitable.  Based on 
our past research, the average size of shopping centers in the South Bay is approximately 330,000 square feet.  This is 
46,000 more square feet of retail space per center than the countywide average.  To some extent, the size of shopping 
centers in the South Bay is inflated due to the presence of the Del Almo Fashion Center and South Bay Galleria.  
However, relatively recent retail developments such as Plaza El Segundo and the planned Boulevards at South Bay, 
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which proposes the development of 1.2 million gross square feet of retail, demonstrate the continued emphasis on 
delivering large scale retail formats to the region. 

As a rule of thumb, a 300,000 square foot shopping center will likely be configured in either a community or power center 
format.4  The main difference between the two shopping center typologies is the number of anchors.  Community 
centers often have two (2) or more anchors that represent 40 - 60 percent of the leasable space with an expected trade 
area of  around five miles.  In contrast, the power center typically has three (3) or more anchors that represent 75 - 90 
percent of the leasable space with a trade area of 10 miles.  These power centers consist largely of what is commonly 
referred to as category killers (e.g. Costco, Home Depot, etc.) and have fewer smaller sized commercial tenants.  As 
such, many of the retail typologies that are prevalent throughout the South Bay reflect a scale and orientation that 
assumes people will drive longer distances to shop.  

In order for NOD to be successful it must include a larger number of Neighborhood Functions in smaller specialized 
stores and services.  Providing these retail options and services will allow for a greater capture of households who desire 
to stay within a close distance of home.  In our demand estimates we did not make any assumptions about how 
households in the South Bay would access the NOD (i.e, will they frequent the center by walking, biking, car, etc.).  
However, in this report Pro Forma will explore some dynamics that provide insight regarding the potential mode choice 
for NOD.  

Determining mode choice potentials and the associated implications are important for several reasons.  First, the NOD 
configuration will have to provide parking and the assumed parking ratio will affect the financial feasibility of the 
development.  Second, the demand estimates are assuming somewhat aggressive capture and sales per square foot 
criteria.  If people choose to use their car for these goods and services they may travel outside the half-mile trade area, 
thus decreasing the marketability of NOD.  Finally, in order for NOD to be successful one must assume that given the 
opportunity people will prefer to utilize non-auto oriented travel modes to reach distances within close proximity.  This is 
essential to demonstrate there is demand for this new product type in the marketplace, given the assumption that 
households within a walkable distance of a variety of goods and services are more likely to walk to access them. 

Literature Review Findings

Pro Forma analyzed a number of published research studies to better understand how shopping/services located closer 
to home can reduce automobile trips and households attitudes towards mode choice and distance of travel (focusing our 
attention on creating walkable destinations).  These studies will provide context for any adjustments that might be 
required to the assumed half-mile radius trade area that is available to future NODs.  
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Local Studies

Retrofitting the Suburbs to Increase Walking (2011) 

As one of the research pieces that helped form the basis of the NOD strategy, it is important to summarize the findings of 
Boarnet, Joh, Siembab, Fulton, and Nguyen.  They concluded the number of businesses per acre is the single most 
robust indicator of whether people are likely to walk in their neighborhood.  People living in neighborhoods with more 
business establishments per acre tend to conduct more of their travel within their neighborhood and are more likely to 
travel by walking.  This suggests that walkable neighborhoods are often places where there are many nearby 
destinations. They noted, however, that the business concentration in the South Bay needed to encourage walking might 
be larger than most local households can support. Given this dynamic, the South Bay should focus both on fostering 
pedestrian centers and on knitting those centers together with alternative transportation networks.  

Neighborhood Electric Vehicles in Mature Suburbs (2011) 

A recent study by Siembab and Magarian provide insights on the possibility of using neighborhood electric vehicles (NEV)  
as a strategy to reduce vehicle miles traveled (VMT).  One question the study addressed was if South Bay residents 
would regularly drive NEV without special lanes or signage.  They concluded from the pilot program that drivers routinely 
relied on the NEV to complete various trips using the existing transportation infrastructure in the South Bay.  On average 
destinations were less than three (3) radial miles from home.  While NEV VMT varied greatly by individual and by 
demographic characteristics, the average percentage of all household travel taken in a VMT was consistently 22 percent 
across all groups.  In terms of total vehicle trips (VT), the NEV mode share averaged 26 percent of the round trips.  

National Studies

Local Shopping as a Strategy for Reducing Automobile Travel (2001) 

The study by Handy and Clifton evaluated whether providing local shopping opportunities will help to reduce automobile 
dependence.  Using both quantitative and qualitative evidence for six neighborhoods in Austin, Texas, they examined to 
what degree residents choose local shopping over more distant shopping and to what degree residents choose to walk 
rather than drive to local shopping.  

Handy and Clifton discuss the commonly used distinction between “convenience” and “comparison” goods (Holton, 
1958). Convenience goods are those “which the consumer usually purchases frequently, immediately, and with a 
minimum of effort,” suggesting that the shopper will generally minimize travel time to shop for these goods. Food 
shopping, for example, is assumed to fall into this category. Comparison goods, also called “shopping goods,” are 
defined as those “which the customer, in the process of selection and purchase, characteristically compares on such 
bases as suitability, quality, price and style”; for these goods, shoppers will typically be willing to travel farther and to more 
than one store to find what they desire. 

Travel distance is assumed to play an important role in decisions about convenience shopping and a less important role 
in decisions about comparison shopping. Supporting this assumption, Handy and Clifton noted that in a previous study 
they found a greater negative coefficient for travel distance for convenience shopping trips than for comparison shopping 
trips.
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Travel behavior theory suggests that whether residents make use of local shopping opportunities available to them 
depends not just on travel distance but also whether local shops are of the type they need and the quality they want. As 
such, offering the necessary mix of Neighborhood Functions should increase market capture as they are closely aligned  
with what people need on a regular basis.  In the Handy and Clifton study 64 percent of those surveyed reported they 
use at least two (2) local businesses frequently.  The list at the time of the study highlighted the following store typologies 
(in order of used): supermarket, grocery, restaurant, discount store, convenience store, drug store, laundromat/cleaners, 
video store, bakery, and hardware store. 

Handy and Clifton found food shopping trips drove most local shopping.  The study reported that those surveyed visited 
2.7 food stores during the previous month with the food offerings representing 54 percent of all the food shopping trips.  
In fact, in a focus group, study participants noted that they would be willing to pay higher prices for the convenience of a 
local grocer.  These factors support the potential for NOD to be well positioned to capture demand for local food stores.  

Traditional Neighborhood Development Trip Generation Study (2004) 

The study by Khattak and Stone found that in terms of traveler behavior there was no statistically significant difference 
between the total trips made by households in the “traditional neighborhood development or TND”5 and the comparable 
conventional residential developments.  However, the TND households substituted driving trips with alternative modes 
more often than the conventional residential neighborhoods.  In addition, they found that the households living in TND 
traveled less total miles (or VMT), and made fewer external (outside the TND)  per day.  In relation to NOD, this suggests 
that similar development models have been successful in creating environments where businesses attract a high level of 
the total trips through walking and shorter driving trips, which could reduce VMT.   

National Household Travel Survey (2009) 

While there are numerous other variables that will affect a persons decision to walk, the following presents the most 
recent nationwide information about mode share, trip distance, and travel differences for urbanized areas relative to the 
national averages.  The study, which surveys over 25,000 households in 20 areas throughout the nation, is helpful to 
understand contemporary travel behaviors. 

While automobile remains the dominant mode of transportation, walking and biking represent approximately 12 percent 
of all trips made in the study. This is up from 9.5 percent in 2001, which represents a 25 percent increase.  The average 
distance of trips are another important indicator for NOD.  The study found that 28 percent of all trips are one (1) mile or 
less, with 40 percent of all trips are two (2) miles or less, and  50 percent of all trips are three (3) miles or less. Of those 
trips one (1) mile or less, 35 percent are walked, 2.25 percent are biked, and 60 percent are driven.  Finally, in urban 
areas it estimated that  30 percent or all trips are one (1) miles or less, 44 percent are two (2) miles or less, and 53 
percent are three (3) miles or less.  

As such, households living in urbanized areas like the South Bay might have a higher propensity to take shorter trips.  
This intuitively makes sense as there should be more destinations within a closer proximity to ones home in these areas.  
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The actual household travel preferences are likely to be different in the South Bay than the national findings due to 
climate, traffic, or other unique environmental considerations that could either encourage or discourage specific travel 
behaviors.  Also, it is important to note that since half of the trips are within three (3) miles a NEV strategy could be 
particularly effective if it is widely adapted by the public as it could satisfy demand for these trips without emitting 
greenhouse gases. 

Residential Real Estate Considerations
While not a focus of this analysis, recent studies from the Brooking Institution and others suggest that consumers 
preference to live in more walkable neighborhoods has increased.  Until the 1990s, suburban homes tended to cost 
more on a per square foot basis that other types of housing.  Now, as some of these areas have become over built and 
less desirable, there is growing evidence that people are willing to pay more for homes that allow them to walk or bike 
rather than drive to their desired locations.  In fact, websites such as “Walk Score” are routinely integrated into residential 
real estate companies websites to promote properties.  With increased local municipal infrastructure investment to create 
“complete streets” along with such residential preferences, developers are likely to position themselves to take advantage 
of these market dynamics and build places that successfully integrate many different uses within close proximity of 
households.  

The ongoing demographic trend towards smaller households, along with the decline of the “traditional family household,” 
and the growing number of either single or elderly “empty nest” households whom prefer the lower cost and lower 
maintenance of an apartment, condo, or smaller house further support the importance of the marketability of such 
neighborhoods.  Between 2010 and 2030, approximately one third of the projected population growth in the State of 
California will occur within two key age cohorts (30 to 39 years and 55 to 69 years) that typically account for a significant 
portion of demand for such housing as these groups seek to minimize auto related costs and be close to desired 
amenities retail shopping locations or work.  These trends support the NOD strategy to replace underperforming “mid-
block” commercial uses with infill development, which will also provide additional market support for NOD commercial 
centers.

NOD Demand Estimate
A critical idea behind NOD is to re-organize destinations spatially so that the most frequented destinations are closer to 
more residents in the South Bay.  At the same time, the strategy encourages exploring new mobility options, particularly 
NEV to provide residents new travel modes.  As such, the demand estimates provided herein do not consider existing 
supply in the South Bay.  Rather, Pro Forma is estimating the order of magnitude demand for those Neighborhood 
Functions that are most likely to encourage capture within a half-mile trade area and could be evenly distributed 
throughout the South Bay in the form of small and compact commercial centers.  Pro Forma has evaluated NOD 
potential based on three separate demand components (retail, personal services, and office) to determine the overall 
demand for NOD within a generic half-mile trade are in the South Bay.   

Retail 
Retail trips are required frequently and drive much of VT in the nation.  Determining the amount of household retail 
demand that can be captured by NOD is a critical component of the the overall strategy.  Pro Forma has focused on 
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estimating the potential demand created by South Bay residents within a half-mile radius of the designated NOD.  The 
retailers evaluated are those that fit within the previously identified Neighborhood Functions.

The following documents the process in which we estimated the average sales per household for Los Angeles County 
(County).  First, Pro Forma used the annual taxable sales report from the State Board of Equalization to benchmark the 
total taxable spending in the County in 20106.  Second, we adjusted the taxable sales based on an assumption of non-
taxable food sales to estimate the gross sales in the County.  Third, we then used the 2010 Travel Impact tourism 
spending estimate in the County and distributed total spending into the applicable retail categories.  Such an adjustment 
for tourism is necessary in markets that have a heavy reliance on the travel industry.  Finally, once the total adjusted sales 
(less tourism) was determined, the categories were divided by the total number of households located in the County as 
reported by the 2010 US Census.  

Sales Per Household (HH)
2010 Dollars

Spending Category
Taxable 
Sales 

($millions)

Percent 
Taxable

Gross 
Sales Est. 
($millions)

Tourism 
Sales

($millions)

Adj. 
Sales

Sales 
per HH

Motor Vehicle and Parts Dealers $11,285 100% $11,285  $-   $11,285 $3,480

Furniture and Home Furnishings Stores $2,158 100% $2,158  $-   $2,158 $670

Electronics and Appliance Stores $3,454 100% $3,454 $286 $3,169 $980

Bldg. Matrl. and Garden Equip. and Supplies $6,130 100% $6,130  $-   $6,130 $1,890

Food and Beverage Stores

     Supermarkets and Other Grocery Stores $4,048 25% $16,192 $338 $15,854 $4,890

     Convenience Stores                                                                                         $440 75% $587 $37 $550 $170

     Specialty Food Stores $188 25% $753 $16 $738 $230

     Beer, Wine, and Liquor Stores $729 100% $729 $61 $668 $210

Health and Personal Care Stores $2,773 40% $6,933 $229 $6,703 $2,070

Gasoline Stations                                      $11,013 100% $11,013 $1,189 $9,824 $3,030

Clothing and Clothing Accessories Stores $7,608 100% $7,608 $629 $6,979 $2,150

Sporting Goods, Hobby, Book, and Music Stores $2,448 100% $2,448 $202 $2,246 $690

General Merchandise Stores $10,369 100% $10,369 $857 $9,512 $2,940

Miscellaneous Store Retailers $4,450 100% $4,450 $368 $4,082 $1,260
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Spending Category
Taxable 
Sales 

($millions)

Percent 
Taxable

Gross 
Sales Est. 
($millions)

Tourism 
Sales

($millions)

Adj. 
Sales

Sales 
per HH

Nonstore Retailers $791 100% $791  $-   $791 $240

     Food Services and Drinking Places

     Full-Service Restaurants $6,958 100% $6,958 $1,908 $5,049 $1,560

     Limited-Service Eating Places $6,452 100% $6,452 $1,770 $4,682 $1,450

     Special Food Services $647 100% $647 $178 $470 $140

     Drinking Places (Alcoholic Beverages) $235 100% $235 $64 $170 $50

Total Retail and Food Services $82,175 $99,191 $8,131 $91,060 $28,110

Source: Board of Equalization, California Travel and Tourism Commission, US Census, and Pro Forma 

In order to apply the County data to the South Bay we established some factors to estimate overall household density 
per square mile and a weighted median household income using data provided for the incorporated cities within the 
South Bay.  These two inputs are used when estimating the typical demand for NOD within the South Bay.  As noted in 
previous studies, the South Bay’s household (or population) density is relatively high.  Based on the 2010 Census, there 
are more than 2,500 households per square mile in the South Bay.  This is more than three (3) times the average density 
in the County.  The weighted median household income is also higher than the County median household income.  
According to the American Fact Finder,  the South Bay weighted median household income ($74,000) is approximately 
35 percent higher than the median household income ($55,000) in the County. 

Household Density and Weighted Median Household Income 
Per Square Mile (2010)

South Bay Cities 
(Incorporated)

Household 
Population

Occupied 
Housing Units 

(HH)

Size 
(Square Miles)

Median HH 
Income 

(2006 - 2010)

HH Density per 
Square Mile

Carson              90,411 25,432 18.72 $68,425 1,359

El Segundo          16,578 7,085 5.46 $89,926 1,298

Gardena             58,035 20,558 5.83 $46,837 3,526

Hawthorne           83,754 28,486 6.08 $44,469 4,685

Hermosa Beach       19,491 9,550 1.43 $99,976 6,678

Inglewood           108,171 36,389 9.07 $43,460 4,012

Lawndale            32,594 9,681 1.97 $48,357 4,914
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South Bay Cities 
(Incorporated)

Household 
Population

Occupied 
Housing Units 

(HH)

Size 
(Square Miles)

Median HH 
Income 

(2006 - 2010)

HH Density per 
Square Mile

Lomita              20,089 8,068 1.91 $62,464 4,224

Manhattan Beach     35,107 14,038 3.94 $131,723 3,563

Palos Verdes Estates 13,421 5,066 4.77 $163,542 1,062

Rancho Palos Verdes 41,303 15,561 13.47 $114,668 1,155

Redondo Beach       66,317 29,011 6.20 $91,737 4,679

Rolling Hills       1,860 663 3.00 $219,688 221

Rolling Hills Estates 8,067 2,965 3.57 $142,763 831

Torrance            144,292 56,001 20.48 $74,163 2,734

South Bay Cities 739,490 268,554 105.90 $74,327 2,536

County Total 9,643,313 3,239,280 4,057.88 $55,476 798
Source: US Census OnTheMap, American Fact Finder, and Pro Forma

With the County level spending estimates and South Bay factors in place, Pro Forma focused on the those retail 
categories that are consistent with the previously defined Neighborhood Functions.  Pro Forma used a number of 
assumptions to determine the market support for NOD retail within any theoretical half-mile radius in the South Bay7.  
These include the following: An adjustment to include the number of households within a half-mile radius of a one-mile 
square in the South Bay (3.14 x 0.5^2 X 2,536); An adjustment to reflect for the higher incomes in the South Bay in 
comparison to the County (134% increase over County median household income); An estimate of average sales per 
square foot by NOD Retail Category (based on industry knowledge, ICSC Dollars & Cents of Shopping Centers, and 
annual reports on Form-10K); and an estimate on potential capture of these retailers within the half-mile trade area. 

These capture estimates will change based on actual sites under consideration and existing supply present in the 
market.  However, these capture estimates are relatively aggressive when evaluating market potential for the retail 
categories under consideration assuming a sufficient number of options within the designated market area (i.e. many of 
these retailers may have broader market areas, typically ranging from 1 to 3 miles, but this also assumes that there is not 
a sufficient level of density and household income within a smaller area to satisfy sales requirements).   In total, Pro Forma 
estimates that households in the South Bay provide sufficient market demand for approximately 24,000 square feet of 
retail.  As noted, this is illustrative as it does not take into account existing supply of retail in the market that would 
decrease overall demand.     
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NOD Retail Demand
Per Half-Mile Radius (2010)

NOD Retail Categories
Sales 
per 
HH 

Market 
Area 
HH 

Sales 

Sales 
Per 
SF

HH 
Demand 

(SF)

Total 
NOD 

Demand
Capture 

Adjusted 
NOD 

Demand

Food and Beverage Stores

     Supermarkets and Other Grocery Stores $4,890 $6,550 $600 10.9 21,730 50% 10,870

     Convenience Stores                                                                                         $170 $230 $350 0.7 1,310 50% 660

     Specialty Food Stores $230 $310 $350 0.9 1,760 25% 440

     Beer, Wine, and Liquor Stores $210 $280 $250 1.1 2,230 50% 1,120

Health and Personal Care Stores $2,070 $2,770 $800 3.5 6,890 50% 3,450

Food Services and Drinking Places

Full-Service Restaurants $1,560 $2,090 $550 3.8 7,560 50% 3,780

Limited-Service Eating Places $1,450 $1,940 $500 3.9 7,720 50% 3,860

Drinking Places (Alcoholic Beverages) $50 $70 $500 0.1 280 50% 140

Total $10,630 $14,240 24.9 49,480 24,320
Source: Pro Forma

Personal Services
A critical component of the identified Neighborhood Functions are those personal services that are in high demand, but 
are not reported by the Board of Equalization because they do not generate retail sales or are not uniquely classified.  
Determining demand for these uses is more problematic due to various factors (health, housing stock, demographics, 
etc.).  In order to get a sense of demand, at a high level, we examined the Board of Labor Statistics data8 at the County 
and State by each of the previously identified Neighborhood Functions personal service industries.  NAICS codes were 
utilized to benchmark the number of firms operating per household in 2010.  While personal services might be a broad 
definition, the analysis focused on types of businesses that are often demanded by Households within close proximity to 
their residence.  These include banks, doctors, dentists, day care, health clubs, hair and nail salons, laundromats, and 
dry cleaners.  Based on the data, there appears to be some consistently between County and State businesses relative 
to the number of households in the respective geographies.   
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Number of Household per Personal Service Firm 
County and State (2010)

NAICS (Industry) County State County/State 
(Index)

52211 Commercial banking 2,569 2,183 117.7

621111 Offices of physicians, except mental health 344 446 77.1

6212 Offices of dentists 637 658 96.7

6244 Child day care services 2,042 1,864 109.6

71394 Fitness and recreational sports centers 5,150 4,265 120.8

81211 Hair, nail, and skin care services 1,383 1,468 94.2

81231 Coin-operated laundries and drycleaners 9,308 13,558 68.7

81232 Drycleaning and laundry services 3,749 4,465 84.0
Source: BLS, US Census, Pro Forma

Pro Forma created a factor of demand on per Household basis using County data only.  Once again, this should provide 
an order of magnitude estimate of potential NOD serving industries that could satisfy demand within the half-mile radius 
trade area.  In this instance, we divided the number of household by the number of firms within the previously identified 
NAICS codes for the various non-retail Neighborhood Functions.  It is important to note that this is illustrative in the sense 
that various firms may require to cluster together.  For example, medical or dental practitioners may choose to locate 
together in a medical office building near a hospital.  At the same time, there are numerous examples of small medical 
practices locating in existing neighborhood commercial centers as well.  

NOD Personal Service Demand 
Per Half-Mile Radius (2010)

Non-Retail Industries
Firm 

Demand Per 
HH

Total NOD 
Demand per HH

Total NOD Business 
Estimate

Commercial banking 0.0004 0.8 1.0

Offices of physicians, except mental health 0.0029 5.8 1.0

Offices of dentists 0.0016 3.1 1.0

Child day care services 0.0005 1.0 1.0

Fitness and recreational sports centers 0.0002 0.4 Not Applicable

Hair, nail, and skin care services 0.0007 1.4 1.0

Coin-operated laundries and drycleaners 0.0001 0.2 Not Applicable

Drycleaning and laundry services 0.0003 0.5 1.0

Total 0.0066 13.2 6.0
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Non-Retail Industries
Firm 

Demand Per 
HH

Total NOD 
Demand per HH

Total NOD Business 
Estimate

Average Firm Size (Square Feet) 600 1,500

Total Square Feet (Rounded) 7,940 9,000
Source: Pro Forma

It is also prudent not to assume that the mix of industries would be repeated throughout the South Bay.  Rather, this 
represents the total number of businesses based on countywide trends. Pro Forma has assumed that the size of these 
firms would be relatively small, occupying 600 square feet (on average) if we assumed demand based on a firm per 
household basis.  Alternatively we estimated the demand on a more general per firm basis.  In this approach we tried to 
use the demand estimates to inform the general number of firms that could be supported by the designated trade area.  
This was largely developed as an alternative because the number of doctors and dentists seems to skew the results as 
many of the doctors or dentists might conduct business in one practice but be classified as single proprietors.  Also, we 
combined the dryclears and laundry services as they are similar services.  In total, these non-retail personal service 
oriented firms could create demand for an additional 7,900 to 9,000 square feet of space within the NOD.

Office
A final component of NOD could be limited office space.  While commercial office fundamentals have not been strong 
over recent years, changes in business operations as it relates to leasing office space, advancements in technology (e.g. 
cloud computing, virtual private networks, etc.), and evolving office design considerations could provide opportunities for 
the NOD strategy.

The Great Recession forced some companies to downsize space due to layoffs.  While the economy struggles to 
improve, many firms continue to strive to keep their overhead costs low and have adjusted to new work environments 
created during the recessionary period.  Technological advances have made it possible for employees to work outside 
the traditional office, either at home or other remote locations.  According to Teknion’s most recent Workplace of Future 
study, 46 percent of companies surveyed currently employ technology that allows its employees to access company 
data from any computer and 90 percent plan to increase their investment in such technology by 2015.

Various demographic factors may also influence the future of office space demand.  A recent study by Jones Lang 
LaSalle suggests that as the American workforce becomes increasing younger (as Baby Boomers retire and Generation 
X/Y replace them) preferences for office space will change.  The office environment is thought to evolve into more of a 
hub where workers visit a number of times a week (versus full-time) and use shared “hotel”9 office space. The rest of the 
time work would be conducted from remote locations.

Another emerging trend is the concept of shared workspace.  These locations create an environment for freelancers, 
entrepreneurs, small businesses, and startups to collaborate and share resources. These operations are membership 
based, and typically offer workspaces, private conference rooms, a lounge, a kitchen, hi-speed wireless and wired 
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internet, and access to a printer/scanner/copier/fax machine. Members often choose to use the facilities as their 
business mailing address.   

As such, these evolving trends are likely to create demand for office space at the neighborhood level.  Pro Forma has 
modeled a demand factor and associated space per employee for NOD.  Office space dedicated to employees typically 
are estimated based on an allowance of 250 square feet per employee.  Since we are assuming that this could be shared 
office space or smaller office suites we have estimated office space requirements at a 30 percent discount.  Within the 
incorporated South Bay cities the average employment density by place of residence is just over 3,000 employees per 
square mile.  In this instance the total has been adjusted based on the theoretical three-mile radius for the trade area.  
Based on an adjusted employment density by place of residence of approximately 79,000, Pro Forma estimates that 15 
percent of those jobs are in industries that might either lease office space outright or create demand for individuals 
practicing within those fields10.  Utilizing Census data from OnTheMap, within the South Bay approximately half of all 
workers commute more than 10 mile to their job each day.  If NOD could capture one (1) percent of those employees, 
then local demand for office space at a theoretical NOD at any given intersection would be approximately 10,500 square 
feet. 

NOD Office Demand
Per Three-Mile Radius (2010)

Methodology Total
Average Household Employment 79,328

Percent of Households in Office Jobs 15%

Households in Office Jobs 11,899

Percent of Households in Office Jobs Commuting over 10 Miles to Work 50%

Households in Office Jobs Commuting over 10 Miles to Work 5,942

NOD Capture of Office Jobs Commuting over 10 Miles to Work 1.0%

Office Job Recapture (Rounded) 60

Office Demand Assumption 175

Office Space Demand at NOD 10,500
Source: Employment Development Department Labor Market Information and Pro Forma

Based on these estimates, the three (3) NOD demand generators could be sized at approximately 36,800 square feet.  
These demand estimates do not include other retail or business services that could likely locate in the NOD but might 
have a larger trade area.  As such, it seems reasonable to assume that 40,000 square feet is a conservative planning 
parameter for NOD.  This would allow flexibility in the tenanting of the identified Neighborhood Functions as well as 
recapturing some additional demand that is currently being lost to outside the identified trade area.  The inclusion of NEV 
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would further increase demand for some NODs as it could expand the trade area.  Similarly, in areas with high 
employment density daytime employees would provide additional demand for the NODs.

NOD Programming

NOD Centers in the Context of Historic Retail Development
The first classic American shopping mall was developed in 1956, when Daytons opened the new retail concept in Edina, 
Minnesota, which is a suburb of Minneapolis. The Southdale Center (Southdale) featured 74 stores on two levels, 
including two department store anchors, which capped an enclosed center court. What Southdale offered consumers 
was indoor shopping in a controlled climate, abundant (free) parking, and numerous storefronts that encouraged 
comparison shopping and allowed customers to frequent multiple stores during the same trip.

Once developed, Southdale was the model for regional shopping centers with its features replicated in hundreds of 
regional malls around the country.  Southdale was the result of a mid-1950s partnership between the Minneapolis-based 
retailer Daytons and Los Angeles-based architect Victor Gruen. At the time, the Daytons' downtown department store 
was known for quality and luxury, and the company wanted to create a shopping experience with top tenants and 
innovative design in a suburban setting.

The architect, Gruen, had attempted to create a walkable space that was interconnected to the surrounding 
environment.  He imagined the land around the mall would be developed into houses, schools, a hospital, etc. so the 
mall would not be isolated from the community.  Later, after the design was replicated throughout the country with 
expansive parking lots filled with cars,  he noted that he had “morned the loss” of the central city and the walkable 
central section of town.  The unintended consequence of his innovative design was that it created a inward-focused 
building typology, one that encouraged walking only after one drove and parked in front of it.  

Currently, enclosed shopping malls are no longer the preferred retail development typology for experience based 
shopping.  In its place, the shift has moved to the development of “life style” centers, which provide a similar retail mix 
but is presented in a open (no roof) faux urban environment.  This development typology highlights a more pedestrian 
oriented environment, with landscaping, benches, and roadways  that either are closed to traffic or have very low traffic 
volumes.  These shopping centers are typically designed and constructed by one development entity who also controls a 
preferred retail mix that complements each other and addresses the market segment it is trying to attract.  Similar to the 
mall they consist of numerous tenants and have a market area that is consistent with most regional shopping centers. 

Another commercial format that loosely parallels components of the NOD strategy is the town center.  Town centers in 
Southern California have typically been designed in or around master planned communities and they are designed to 
provide a mix of goods and services required by nearby residents.  The type of retail and personal services offered within 
these development closely parallel those previously discussed Neighborhood Functions.  However, they are scaled larger 
and typically rely on customers using automobiles to access the commercial space.  

 Economic Analysis

Pro Forma Advisors LLC    Page 14 PFAID: 10-317.01



In an article in Urban Land, the author suggested that the largest development trend of the next generation will be the 
conversion of decaying strip commercial centers in the suburbs into walkable urban places.11  On the same topic, 
another article in Urban Land noted that for more than a half century retailers have favored the commercial strip, which, 
like the South Bay, relies on commercial development along arterial roadways characterized by large parking lots, boxlike 
buildings, and a dependence on automobiles for access and circulation.12  However, while the planning community has 
been in the  process of trying to figure out ways to improve strip or commercial corridors, the market is now becoming 
increasingly amenable to walkable centers.  While the past was characterized primarily of three standardized formats: the 
enclosed mall, the power center, and strip retail, now shopping centers are evolving into hybrid formats.  Furthermore, 
evolving trends in retail will have a significant impact on how future commercial centers are delivered in the future.

As such, the NOD strategy is well suited to position itself as a new commercial format that can take advantage these 
ongoing changes in consumer behavior, changing demographics, high-priced gasoline, internet shopping, and the 
general desire to urbanize the suburbs.  A highly functional, compact center could be a new paradigm for commercial 
development.  The success of future NOD will rely partly on retailers conducting business in smaller footprints so a wider 
variety of functions can be accommodated in compact developments that require a smaller trade area.  

Future of Retail
It has been widely noted that consumers were hit hard by the Great Recession and retail spending behaviors have been 
changed because of it.  Along with changing retail spending behaviors, demographics and the associated attitudes 
toward the retail experience will change how retail is delivered to consumers in the future.  These variables will affect the 
format of future retail in the nation and the South Bay.  The following section identifies some important trends that should 
be considered when evaluating the NOD strategy.  

Shopping Behaviors

The unprecedented confluence of three major economic factors during the Great Recession - a dramatic rise in oil prices, 
a significant deterioration of housing values, and a credit crunch - significantly changed consumer behavior.  While retail 
has recovered someone in recent years, many believe that there will not be a wholesale return to a pre-recession 
shopping mode and retailers will need to to adapt their format and offerings to be responsive to the new marketplace. 
This could affect future retail space in various ways.  

There are a number of demographic factors that will radically change the source of consumer spending in the near future.  
Baby Boomers, who have fueled consumer consumption over recent years will continue to conserve savings as they 
near retirement.  As such, Generation X and Generation Y will lead consumer spending and retailers will have to adapt 
their approach to appeal to this new generation of consumers.  These demographic cohorts, especially Generation Y, are 
generally believed to be attracted to convenience goods.  These shoppers also tend to place a greater importance on 
the experience of shopping over other variables. 
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Demographic changes are also resulting in more single-person and smaller households, who are less interested in a 
weekly trip to stock up on items.  These individuals tend to prefer to shop more often for fewer items when they are 
needed.  Interestingly, it has also been noted that in Europe and Latin America where small format retailers are gaining 
traction, income and demographic characteristics are widely different but the success of small-scale convenience based 
retail has been similar.  

In such areas of the world small scale retailers have been successful because unlike discount chains that attempt to tailor 
the mix of products to the widest possible range of needs, price is not the most important consideration for convenience 
retailers.  One successful example is retailers that have targeted local demographics, which move into the middle ground 
between a restaurant and grocery store.  These retailers provide both take out meals or meals that can be prepared with 
minimal effort along with some traditional grocery items such as smaller sized condiments, single-serving sundries, etc.  
Keeping stores open for extended or even 24 hours has also been a strategy to keep neighborhood capture high in 
some areas as well. Small-scale retail can have appeal among various consumer groups.  Unlike larger retail stores that 
rely on general market preferences these smaller stores can be more nimble and responsive to unique market 
preferences.  This has important implications for NOD as it could be successful in many different areas as it can cater to 
various socioeconomic conditions given peoples preference for nearby connivence goods.

The idea that consumers are shifting towards new shopping behaviors can be further understood by examining various 
“trip missions” that drive consumer spending. This research provides insights on the nature of retail trips based on four 
general classifications of trips using data for 2008 and 201113.  SymphonyIRI Group defines the retail trip typology as 
follows:

• Quick Trip: A quick trip is made when a consumer needs a particular product and has to purchase it immediately.  
These trips are not typically planned in advance and the amount of total spending is usually under $40.  According to 
their research, it is typical that 1 to 5 items are purchased per quick trip.  The quick trip represents 56 percent of retail 
outlet trips per month, but only represents 24 percent of total retail spending.  As a result, the data suggest that these 
trips are made within close proximity of where the consumer lives and represents goods purchased at neighborhood 
serving or convenience retail locations. In relation to 2008, these trips increased by 1.2 percent relative to total 
spending and 1.2 percent relative to trip share.

• Special Purpose:  The special purpose retail trip is similar to a quick trip as the consumer purchases retail goods for an 
event that is not considered a routine purchase.  However, unlike Quick Trips, some of the items may not be 
immediately consumed or used.  On average, these purchases are $20 to $50 and represent approximately 16 
percent of outlet trips and 18 percent of monthly retail spending.  The special purpose trip can be low in items, ranging 
from 2 to 10 items per trip. In comparison to 2008 data, there has been no change in spending, but the percent of 
trips has decreased by 0.8 percent.

• Fill In:  Fill in retail trips are routine trips to preferred retailers that supply necessary goods for heavy use categories. 
These trips span a boarder range of retail categories and are usually less rushed, less urgent, and more planned than 
the Quick Trips or Special Purpose categories.  These trips are come in response to missing items necessary for usual 
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functioning within the household.  The consumer typically purchases 5 to 15 that cost, in total, $30 to $80.  These 
represent 14 percent of households’ outlet trips and 19 percent of sales.  In both trips and spending, this category has  
experienced little change since 2008.

• Pantry Stocking:  Pantry stocking are planned retail trips in preparation for the upcoming week or month.  These 
purchases typically take place at big box retailers, where the consumer purchases over 15 retail items at a cost over 
$50.   While Panty Stocking represent the fewest number of trips per month (13 percent), they represent 39 percent of 
all outlet retail spending.  Both the trip share and dollar spent have decreased since 2008 with a decrease of 0.5 
percent trips and 1.1 percent in spending.  

The findings present additional data to support the idea that “Quick Trips” continue to become more prevalent in retail 
shopping.  However, as this survey notes that almost 40 percent of all sales are located within “Pantry Stocking” trips.  
While it will be a challenge to increase capture of these sales it appears that new retail offerings could capture additional 
sales as the market moves in favor this retail trip typology.  

Evolving Retail Formats

A number of studies and articles have provided information about recent trends in retail development.  After years of “big-
box” retailing, there is an expanded effort to deliver small-format retail to the marketplace.  There are a number of 
reasons for the increased interest over smaller format retail.  In general, previously discussed demographic changes and 
consumer preferences are thought to create a new market that may redefine the retail business environment.  The rise of 
internet based shopping is clearly an important influence on traditional brick-and-mortar retailers as well.  Pro Forma has 
summarized some key findings to discuss their relevance to NOD.  

Small-Scale Formats

Everything from products/packaging, store footprints, living spaces are expected to downsize during this decade.  As 
people continue to put an emphasis on sustainability, companies are expected to make efforts to downsize products, 
packaging, and waste.  It is believed that more people will look for smaller, more personalized spaces to both live and 
shop.  Evolving demographic trends, previously discussed, will also make these dynamics more marketable.  

For many big retailers, the next growth phase will focus on segmentation and localization.  Big retailers have been 
increasingly forced to operate in multiple formats and concepts targeted towards specific consumer segments. For 
example, Best Buy has decided to shift its focus to operating small-format stores, as it closes and shrinks big-box 
locations to reverse declining same-store sales.  The number of small-format Best Buy stores is expected to reach 800 in 
the next three (3) years from the current figure of over 350.  At these smaller stores, they will focus on selling mobile 
phones and tablets.  Best Buy’s new chief executive officer, Hubert Joy, noted that the company would be targeting strip 
malls, which have vacant storefronts as a result of the economic downturn and the bankruptcy of chains like Blockbuster.   

This is also happening at Wal-Mart and other big box retailers; these retailers are scaling down the size of their mega 
stores into smaller formats for some markets.  Bill Simon, CEO of US operations for Wal-Mart talked about the success 
of the Express format, which are 12,000 to 15,000 square feet, by noting that convenience sales will lead to higher 
margins. This hybrid model between a food, pharmacy, and general merchandise is a large component of future growth 
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plans for the company.  Target has also pledged to compete in this marketplace as well with its expanding CityTarget 
format.

Another example can be seen by analyzing a recent shift in retail strategy by Staples, a company that helped pioneer the 
office-supply superstore concept. Outside Boston, Massachusetts the company is running a 4,000 square-foot shop 
version of Staples.  This is a convenience version of the larger outlets that carry just 1,200 of the retailer’s most high 
volume sales items (compared with 8,000 items in traditional stores).  

The most prevalent example of small-scale retail formats have come through various food/grocery offerings targeted at 
local markets.  While varying in size Trader Joe’s, Whole Foods, Aldi, Famima, and Fresh and Easy are examples of 
grocers trying to capture a large share of local purchases in some market areas.  Famima and Fresh and Easy are the 
two most direct versions of operators targeting local households by selling convenience goods.  Famima, a subsidiary of 
Japan’s second-biggest convenience store operator, began its US retail strategy to open more outlets in middle-class US 
neighborhoods by opening its first store in West Hollywood, California, in 2005.  That store, which has since closed, tried 
to set itself apart from rivals such as 7-Eleven by projecting an upscale image and not offering gasoline/auto related 
services. Based in Torrance, California, the company’s strategy has been more successful recently in Downtown Los 
Angeles where it currently operates six (6) stores.  

Fresh & Easy Neighborhood Markets have had mixed success thus far with their small-format product.  In fact, Tesco 
(parent company) told shareholders that it will shut down stores if their sales continue to disappoint.  Before entering the 
US market the company conducted extensive research by sending a team to live in American homes and examine their 
purchasing patterns.  The convenient oriented stores of roughly 10,000 square feet was designed to address the 
increasing desirability of having quality fresh food within close proximity of households.  However, the mix of goods has 
been less successful than anticipated. 

E-Commerce

A recent report by Kantar Retail suggests that in the next decade non-store retail is expected to account for 12 percent 
of overall US retail marketplace.  Non-store retail, driven currently by online sales but is thought to expand as mobile and 
tablet expands is projected to be the fastest growing retail market segment.  The other physical brick-and-mortar 
offerings are expected to shrink.  While e-commerce is still in its beginning stages major retailers are trying to leverage 
existing stores with the internet.   

For example, many local grocery or 24-hour connivence  good stores (e.g. 7-11) retailers have formed a strategic 
partnership with Amazon to co-locate Amazon Lockers.  Amazon Lockers offer a new method for consumers to pickup 
their purchases near places of work or nearby locations that do not require going to the post-office or missing deliveries.   
In effect, these lockers create an additional virtual retail space for consumers with access to thousands of items within a 
tiny footprint of the brick-and-mortar location.

Consequently, it is thought that it will be harder to answer the question of what a retail store will be in the next decade as 
more distribution and marketing models will be oriented toward evolving consumer preferences based on e-commerce 
opportunities.   Future retail may include more pop-up stores, virtual stores, or the like that can be highly responsive to 
current trends.    
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There is traditional rule of thumb that 20 percent of the products equals 80 percent of the sales.  This is expected to 
change in the next decade where the other 80 percent of the products will represent an increasing share of the sales.  
With more access to a variety of choices via the internet consumers will desire less of what is popular and more of what 
suits them.  As a result, in order for brick-and-mortar retailers to remain relevant they will need to explore more niche 
retailing opportunities to target smaller consumer groups with more narrowly focused concepts. 

Shopping Experience

As previously noted, many believe Generation X/Y consumers want new shopping experiences.  This would include 
retailers within walking distance as well as evolving retail platforms.  It is noted that the “anchor store” as the main draw 
may decline.  Rather, there will be an increased emphasis on delivering a place that has a diverse tenant mix that focus 
on customer lifestyles.  Additional services oriented towards work, eating, etc. will be included in the center so the mix of 
businesses or functionality becomes the driver of the destination.

NOD Tenants Sizing Requirements
Based on previously research conducted for the South Bay Sustainable Strategy, a key to determinate to if it a 
commercial “center” will capture a high percent of the market within the walkable market shed is the number and 
diversity of businesses located within it (e.g. functionality).  While our previous demand estimates gave general guidance 
about demand by industry, the following section explores existing retailers sizing requirements to determine a framework 
for estimating the number of total businesses that could locate within it.

Pro Forma utilized LeaseTrac, a database that provides information regarding tenanting requirements for retailers looking 
to expand or enter the California market, to survey over 760 unique retailers that desire to locate in neighborhood retail 
centers14 in Southern California to better understand their desired operating requirements.  As shown below, a little more 
than a third of the surveyed tenants require between 1,000 and 2,500 square feet.  Approximately 20 percent of the 
tenants desire a smaller (500 to 1,000) or larger (2,500 to 5,000) commercial space footprint.  Larger anchor tenants 
would typically fall into those tenants desiring over 5,000 square feet.  Currently, only seven (7) percent of the commercial 
tenants had space requirements under 500 square feet.  However, as noted above, due to recent trends we would 
expect that these preferences would change in the future and a higher share of retailers will be amenable to operate in 
commercial spaces under 1,000 square feet.  
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Distribution of Potential NOD Tenants by Size
Allocation of Desired Sizing (2012)

NOD Tenants Number Percent
< 250 SF 14 2%

250 < 500 SF 35 5%

500 < 1,000 SF 157 21%

1,000 < 2,500 SF 277 36%

2,500 < 5,000 SF 150 20%

5,000 < 15,000 SF 127 17%

Total 760 100%

Source: LeaseTrac

Based on the surveyed tenants, Pro Forma selected 43 nationally recognized credit tenants to summarize general sizing 
attributes by business type.  Pro Forma also provided information regarding the businesses co-tenanting preferences.  
Many businesses look to locate near other retailers in order to maximize visibility and enhance sales.  Based on current 
operating configurations, inline (non-cap) businesses require a minimum of 700 square feet.  Businesses preferring to 
locate at the cap (end) of a traditional neighborhood shopping center have a minimum space requirement of 3,250.  
Finally, anchor tenants currently require a minimum of 12,000 square feet to operate (this is includes large format fitness 
as a potential anchor).  

NOD Credit Tenants

Sizing and Co-Tenanting Preferences

NOD Tenant Min SF Max SF Co-Tenants
Juice/Smoothie 100 1,500 HFR

Banking 160 5,000 HFR

Ice Cream/Yogurt 250 2,500 ER

Sandwich Shop 500 2,000 NA

Fitness (Small Format) 600 3,000 NA

Coffee 750 2,000 NA

Accounting/Tax 800 1,500 NA

Mobile 800 2,400 NA

Pizza 800 1,600 HFR

Bar 1,000 3,500 NA

Fast Food 1,000 2,500 HFR, ER
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NOD Tenant Min SF Max SF Co-Tenants
Flower 1,000 1,200 S, D, HN, DC

Shoe Store 1,000 5,000 NA

Specialty Health 1,000 2,000 NA

Wine/Alcohol 1,000 1,500 HFR

Drug Store (Small Format) 2,000 2,400 M

Dental 2,500 4,000 HFR

Hardware (Small Format) 4,000 12,000 HFR

Doctor 4,500 5,000 HFR

Grocery (Limited) 10,000 15,000 NA

Drug Store (Large Format) 11,000 15,000 NA

Fitness (Large Format) 15,000 25,000 NA
Note: D = Drug; DC = Dry Cleaner; ER = Entertainment Retail; HFR = High Frequency Retail; HN = Hair/Nails; M = Medical/Health; NA = Not Available (no unique 

preference); S = Supermarket/Grocery Store

Source: Pro Forma and LeaseTrac

With the exception of shoe, flower, and mobile (phone) stores, the other prospective tenants were captured with the base  
Neighborhood functions and subsequent demand analysis.  Others, such as dry cleaning, child care, and salons were 
not included in the LeaseTrack data base.  

Using current tenanting preferences, a NOD would likely be anchored by a limited grocery or potentially a drug store with 
a wide variety of limited grocery offerings.  Assuming that the business could operate in a slightly smaller footprint 
(around 11,000 square feet), based on our conservative demand estimate there would be close to 30,000 square feet 
available for other users.  Using our illustrative demand analysis, this could be  the number of businesses locating within 
the illustrative NOD could vary and be maximized by it design, which will be explored in subsequent tasks of this analysis.  
While some retailers and personal services will require a street level locations, others would likely be amenable to a 
second story location.  These businesses could include office users or personal services previously discussed. 

Assuming a more traditional format with a credit tenant anchor, Pro Forma estimates that approximately 20 firms could 
locate on the ground floor in a NOD based on our illustrative demand analysis.  This number could increase if the project 
could be developed and financed without a traditional anchor credit tenant.  In its place, perhaps, there would be a 
number of smaller sized credit tenants could be feasible, which would increase the mix and number of businesses 
making the project more functional.   We would assume the second floor would be occupied by a number of personal 
services and office space.  It is difficult to estimate this number due to the office serving use. 

Illustrative Transportation Impacts
To help illustrate the transportation-related impact developments oriented towards local rather than regional capture, Pro 
Forma has created a hypothetical comparison of a million square foot shopping center and 25 NODs.  In order for 
retailers located in the regional shopping center to reach their required sales per square foot targets they must rely on a 
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trade area of approximately 5 to 15 miles or a 15 to 30 minute driving time.  Pro Forma has assumed in this example that 
the average driving distance based on incomes in the South Bay required to support this regional shopping center is 
approximately 7.5 miles.  We have also assumed a rather traditional mode share distribution with automobiles 
representing 97 percent and “other” non-personal automobile modes representing three (3) percent of trip modes.  Using 
published trip generation statistics 15, Pro Forma estimated the average number of VT and associated VMT in one day.  In 
total, the regional shopping center would generate 35,300 VT each day with a total vehicle miles traveled of 257,000.

In contrast, Pro Forma has compared that to a hypothetical reorganization of retail and other services in a NOD 
configuration.  Using adjusted trip generation assumptions by assumed NOD business mix, but adjusting for average 
market area and an assumed increase in walking and biking, the number of trips and VMT is significantly below the 
regional shopping center.  In total, each individual NOD would generate 4,800 VT each day with a total VMT of 3,100.  
Adjusting for all 25 NODS, the VMT is approximately 30 percent the total of the regional shopping center.  Furthermore, 
NOD will offer other personal services and office space not typically present within the regional shopping center.  If we 
compare just the retail component of the NOD the 25 developments would generate less than 20 percent the total VMT 
in the regional shopping center example.  

It is important to note that the functionality of the developments are different.  The regional shopping center is designed 
to present comparison goods with many of the products, such as clothing, not being offered within the Neighborhood 
Functions.  However, the sizing of the NOD is slightly larger than the estimated household demand identified in the South 
Bay.  As such, the expanded retail or service offerings could compete with those offered within various other shopping 
centers that would require a larger trade area.  Furthermore, as discussed, evolving retail trends support the notion that 
flexible space in small-formats could be desired for retailers to reach more specialized local market areas. 

Regional Shopping Center VMT Estimate
1,000,000 Square Feet 

Total
Total Gross Leasable Area 1,000,000

Regional Shopping Center Trip Generation per Day 35,322

Average Distance Traveled (Miles) 7.5

Auto Trips per Day 97%

Non-Auto Trips per Day 3%

VMT per Day (Rounded) 257,000
Source: Pro Forma
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NOD VMT Estimate
40,000 Square Feet

Total
Retail GLA 25,000

Non-Retail GLA 15,000

Total GLA 40,000

Retail Trip Generation per Day 3,000

Non-Retail Trip Generation per Day 1,800

Total Trip Generation per Day 4,800

Average Distance 1.0

Auto Trips 65%

Non-Auto Trips (Walking, Bike, Transit) 35%

VMT per Day (Rounded) 3,100

VMT per Day at 1,000,000 GLA 78,000
Source: Pro Forma

Looking forward, one could begin to make assumptions of other replacement of the VMT through the proliferation of NEV 
in the region.  This could reduce the automobile related VMT even further as the NODs would not require a trade area as 
large as the regional shopping center.   Business tenants at the NOD would likely have a maximum trade are of three (3) 
miles, which is consistent with the typical threshold of NEV travel based on the previously referenced study.  This 
suggests that there could be a number of opportunities within the NOD strategy to offer various specializations within 
each center.  For example, while every center would not be able to provide a fitness offering, there may be demand 
created for a number of gyms within a larger area.  These centers, while not within the walkable area for some 
households, could be accessed via bike, transit, or NEV.  It is possible that that the reorganization of destinations could 
begin if either larger scale retail space is removed from the marketplace or if local shopping becomes increasing 
marketable in the future. Both such variables are consistent with recent trends. 

To further explore this idea, Pro Forma examined a theoretical replacement of the Del Amo Fashion Center Mall, located 
in Torrance, California.  Currently the mall has over 300 tenants with approximately three (3) million square feet serving a 
large trade area that includes the nearby communities of Palos Verdes, Lomita, Long Beach, Los Angeles, Redondo 
Beach and Gardena.  Pro Forma has estimated the square feet of the “ten” largest tenants as well as the average tenant 
size for the remaining stores operating within the mall.   
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Del Amo Fashion Center Tenant Profile
Torrance, California

Retailers Estimated SF

Burlington Coat Factory 106,000

JC Penny 163,000

Jo-Ann 72,000

LA Fitness 48,000

Macy's 569,000

Marshalls 43,000

Old Navy 20,000

Sears 313,000

TJ Maxx 44,000

Urban Outfitters 9,000

Create Barrel 38,000

AMC Del Amo 18 50,000

Others (Average) 5,000

Total 3,000,000
Note: Nordstrom has agreed to move from the South Bay Galleria to 138,000 square feet in Del Amo.  

Source: Simon Properties and Pro Forma

Assuming a theoretical replacement of the center and redistribution of those retailers present at Del Amo, the NOD could 
be resized.  The additional 3,000,000 square feet could be configured in various typologies adding an additional 120,000 
square feet per NOD.16  This larger NOD, now theoretically sized at 160,000 would allow for a higher concentration of 
firms of various sizing.  However, it is important to reiterate that the regional draw of malls and co-tenanting would require 
specialization of specific NOD (e.g. clothes, home goods, etc.) and retailers to become increasing specialized providing 
specific goods at unique locations throughout the South Bay.  Using the same transportation planning factors,  once 
again there would be VMT reductions with the reallocation of retail space.  In this instance, the NOD would reduce the 
VMT by approximately half.
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Theoretical Redistribution of Regional Retail
NOD and Regional Mall VMT Comparison

NOD Regional Mall
Commercial Square Feet 3,000,000 3,000,000

Trip Generation per Day 210,000 81,000

Average Distance 3.0 15.0

Auto Trips 90% 97%

Non-Auto Trips (Walking, Bike, Transit) 10% 3%

VMT per Day 567,000 1,179,000
Source: Pro Forma
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Appendix

CoStar Shopping Center Definitions
Community Center: A shopping center development that has a total square footage between 100,000 – 350,000 SF. 
Generally will have 2-3 large anchored tenants, but not department store anchors. Community Center typically offers a 
wider range of apparel and other soft goods than the Neighborhood Center. Among the more common anchors are 
supermarkets and super drugstores. Community Center tenants sometime contain retailers selling such items as apparel, 
home improvement/furnishings, toys, electronics or sporting goods. The center is usually configured as a strip, in a 
straight line, or an “L” or “U” shape.

Lifestyle Center: An upscale, specialty retail, main street concept shopping center. An open center, usually without 
anchors, about 300,000 SF GLA or larger, located near affluent neighborhoods, includes upscale retail, trendy 
restaurants and entertainment retail. Nicely landscaped with convenient parking located close to the stores.

Neighborhood Center: Provides for the sales of convenience goods (food, drugs, etc.) and personal services (laundry, dry 
cleaning, etc.) for day-to-day living needs of the immediate neighborhood with a supermarket being the principal tenant. 
In theory, the typical GLA is 50,000 square feet. In practice, the GLA may range from 30,000 to 100,000 square feet.

Power Center: The center typically consists of several freestanding (unconnected) anchors and only a minimum amount 
of small specialty tenants 250,000–600,000SF. A Power Center is dominated by several large anchors, including 
discount department stores, off-price stores, warehouse clubs, or "category killers," i.e., stores that offer tremendous 
selection in a particular merchandise category at low prices.

Regional Mall: Provides shopping goods, general merchandise, apparel, and furniture, and home furnishings in full depth 
and variety. It is built around the full-line department store with a minimum GLA of 100,000 square feet, as the major 
drawing power. For even greater comparative shopping, two, three, or more department stores may be included. In 
theory a regional center has a GLA of 400,000 square feet, and may range from 300,000 to more than 1,000,000 square 
feet. Regional centers in excess of 750,000 square feet GLA with three or more department stores are considered Super 
Regional. (See also: Super Regional Mall).

Strip Center: A strip center is an attached row of stores or service outlets managed as a coherent retail entity, with on-
site parking usually located in front of the stores. Open canopies may connect the storefronts, but a strip center does not 
have enclosed walkways linking the stores. A strip center may be configured in

Super Regional Mall: Similar to a regional mall, but because of its larger size, a super regional mall has more anchors, a 
deeper selection of merchandise, and draws from a larger population base. As with regional malls, the typical 
configuration is as an enclosed mall, frequently with multiple levels (See also: Regional Mall).
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