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EXECUTIVE SUMMARY

The City of Signal Hill has embarked on a
path to facilitate the recycling or
redevelopment of the parts of the Atlantic
Spring and Central neighborhoods. This will
lead to realizing part of its 2001 General Plan
and an objective in the 2023 to 2028
Strategic Plan—the development of a central
business district in the Town Center area.

The city has identified three Opportunity
Study Areas (OSAs). The purpose of the
project is to assess future land use
opportunities that will allow the City to grow
economically, create jobs, and diversify the
City’s tax basis for several years. This report is
an economic analysis intended to identify the
potential market demand to support
redevelopment and the creation of the central
business district.

Subsequent stages in the overall project will
create a generalized plan for the OSAs,
finalize the boundaries that will be included,
and establish a zoning mechanism that will
incentivize development and lead to the

realization of the vision for a central business
district.

The report assesses market conditions and
potential demand for:

Housing development
Retail businesses

Hotels

Office and industrial uses

+ + + +

Creating a Central Business District
At the heart of the project is creating a central
business district in the Town Center area,
around the intersection of Willow Street and
Cherry Avenue. Although the project will
better define what this district should be, this
economic analysis assumes that it will likely
include:

+ A business district with vibrant economic
activity

+ A gathering place with a robust and invit-
ing public realm

+ Physical design that not only facilitates
but actually encourages walking and
meeting neighbors

+ Even though it is a business district, it
should be experience-oriented: it should
be a place to do things not just buy things

Remainder of the OSAs

Even though the central business district is at
the heart of the project, the vast majority of
the OSAs lie outside of this central place. The
Economic Analysis also identifies challenges
and opportunities for recycling and
redeveloping the remainder of the OSAs. The
challenges are substantive: aggregating small
lots and working around oil wells, relocating
infrastructure, demolition, and in some cases,
remediating the land. Nevertheless, the report
highlights a number of factors that are real
opportunities for change

Key Findings
Housing

The report notes that housing will be
important in the mix of uses in the OSA:
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+ Retail Follows Rooftops. Retailers these
days are busy learning to coexist with
online shopping; they rarely build new
stores other than in areas with population
growth.

+ Feet on the Street. Housing in proximity
to the envisioned central business district
increases the number of people walking
in the district. This, in turn, signals to
others that this district is alive and vi-
brant, that there is something worthwhile
here.

+ Paying for Redevelopment Costs. Housing
is the most effective way to increase land
value by adding some density, and this
added value will be important in paying
the added costs to redevelop in the OSAs.

The housing assessment included interviews
with 11 developers. The developers were
positive about the prospect of developing new
housing in the OSAs. They said that Signal
Hill is a good community in which to build
and sell homes, that they can work with the
constraints of active oil wells and potential
remediation, and that having the right zoning
in place will help make development happen.

Retail Sales

The retail market analysis found that there are
many types of retail stores which already
saturate the market. However, it also found
that there are a number of types of stores for
which there is leaked retail spending that can
support additional retail businesses in the
OSAs. The biggest opportunities include:

+ Furniture and Home Furnishings. Leaked
spending could support 140,000 square
feet of retail space for these stores.

This could form a niche specialization for
the central business district, similar to
South Coast Collection in Costa Mesa.

+ Clothing and Accessories. Leaked spend-
ing could support up to 102,000 square
feet of retail space for these stores.

This, too, could be a specialization for the
central business district, and would ap-
peal to the lifestyle demographics in the
trade area.

+ Drinking Places (bars). Leaked spending
could support up to 12,000 square feet
of retail spaces for drinking establish-
ments.

However, the analysis also found that the
trade area is saturated with full-service dining.
The report discusses how establishing a

central business district that draws regional
visitors could help attract more restaurants to
Signal Hill.

Overall, the retail analysis finds that there
could be market support for up to 433,000
square feet of retail development in the trade
area.

Hotels

The report notes that the hotel industry has
taken a long time to recover from pandemic
era disruptions and that there is little to no
new hotel development occurring.
Nevertheless, the report finds that hotel
occupancy rates in Signal Hill and
surrounding area are supportive of additional
hotels. The report provides some guidance for
efforts to attract a new hotel.

Office and Industrial Uses

The report analyzes the local economy and
projects future economic and employment
growth in order to estimate demand for office
and industrial uses.

The analysis finds that there is the potential
for growth in professional services and other
office-based businesses. However, the
regional office market is a long way from
recovering from the shift to work from home
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and hybrid work arrangements. Even though
there is potential demand, it is unlikely that

there will be new office development in the

short- and mid-term.

The analysis finds that there should be
sufficient growth in retail services—such as
personal services, entertainment, or
recreation—to support the development of up
to 250,000 square feet of commercial
building space in addition to the retail sales
building space.

Additional Considerations

In addition to the key findings, the report
identifies several key considerations as the
project moves forward:

Housing Types

+ High construction costs and high interest
rates will preclude most residential devel-
opment in the short term, other than for-
sale townhomes.

+ Overtime, for-rent and multifamily hous-
ing products will likely become feasible.

+ The zoning for the OSA should anticipate
this market shift ahead of time.

Vertical vs Horizontal Mixed-use

+ Mixed use will likely be part of the central
business district.

+ Vertical mixed-use (residential units over
ground-floor retail) is more expensive and
will likely take longer to become viable.

+ Horizontal mixed-use will be feasible
sooner rather than later.

+ The OSA zoning will have to address
which is desired and which is required or
allowed.

Retail Locations

+ The analysis indicates market support for
up to 433,000 square feet of retail build-
ing space.

+ The OSA zoning will have to decide how
much should be in the central business
district, how much should go elsewhere
in the OSAs, and how much should be
planned elsewhere in the trade area.

Business Attraction

+ The analysis projects limited economic
growth in arts, entertainment, and recrea-
tion.

+ The analysis finds that the trade area is
saturated with full service restaurants

(even if they are not all located in Signal
Hill).

These uses are important for an experi-
ence-oriented central place.

How active does the city want to be in at-
tracting these types of businesses when
the central business district is ready to
develop?
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INTRODUCTION

BACKGROUND

Signal Hill's 2001 General Plan noted that
the city was already a decade into
transforming from an oil field and industrial
city into a residential and light industrial city.
The Redevelopment Agency had successfully
brought in investment in major big box
retailers, such as Costco and Home Depot,
auto dealerships, and affordable housing.

The 2001 plan envisioned a town center area
around the intersection of Willow Street and
Cherry Avenue, building on the existing Town
Center East and the Commercial Corridors
Specific Plans and calling for new plans for
other parts of this larger town center area.
The vision includes large-scale retailers, more
local-serving retail, dining, entertainment and
recreation businesses, and some high-density
housing.

In the intervening years, some progress has
been made in achieving this vision. However,
the state’s elimination of redevelopment
agencies in 2011 took away the city’s

primary tool to facilitate development and
implement the community’s vision. As much
of the industrial building stock in the
Atlantic/Spring and Central neighborhoods
has reached or is approaching the end of its
functional life, there is little funding for the
city to facilitate recycling or redevelopment
and to help offset the costs of site cleanups.

In addition, market conditions have changed
the types of development that get invested in.
New big box retail stores are rare, outside of
growing greenfield areas where suburban
subdivisions are adding new rooftops. With
the transition to hybrid work arrangements
among many of the businesses that typically
occupy office buildings, there is little
investment in new office buildings. And with
the continued growth in online retail, new
high-cube warehouses are eating up Southern
California’s supply of industrially zoned land.

Over the years, though, the community’s
general vision has not changed. The city’s
2023-2028 Strategic Plan included the

objective to “Develop a central business
district to support a sense of community and
expand local amenities.”

PURPOSE AND INTENT

The purpose of OSA project is to assess future
land use opportunities that will allow the City
to grow economically, create jobs, and
diversify the City's tax basis for several years.
The purpose of this Economic Analysis is to
quantify the market demand for development
in three proposed Opportunity Study Areas
(OSAs). The Economic Analysis is the first
step in a process that is expected to finalize
the boundaries of the OSAs, prepare a
generalized plan for the OSAs, and establish a
zoning mechanism that will incentivize
development and lead to the realization of the
vision for a central business district.

The Economic Analysis is intended to identify
potential opportunities that can be considered
during the subsequent planning stages. It
describes the near-term opportunities but also
identifies challenges that need to be
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addressed over the long term. The intention is
to not write off any options yet, but rather to
be realistic about where to start.

CENTRAL PLACE

This process will develop a more specific
definition of the central place, which is at the
heart of the project. The Strategic Plan and
General Plan refer to it as the central business
district in the area identified in the General
Plan as the Town Center. The Town Center
includes areas around the intersection of
Willow Street and Cherry Avenue.

At its core, this central place is intended to be
a gathering place for the community, create a
public identity for Signal Hill, and enhance
the sense of community. Simply put, the goal
is to create a there, there; a place that is
unigue and authentic to Signal Hill's heritage
and its future aspirations.

Although the concept of the central place will
be fleshed out during this project, there are
certain components that it will likely include:

+ Itis a business district, so vibrant eco-
nomic activity is important

+ It is a gathering place, so a robust and in-
viting public realm is important

+ Parts of it should not only facilitate but
actually encourage walking and meeting
neighbors

+ Even though it is a business district, it
should be experience-oriented: it should
be a place to do things not just buy things

This report uses the somewhat wordy

description of, “a walkable, experience-

oriented central place,” until a more formal
nomenclature is devised.

OTHER USES

Even though this central place is at the heart
of this project, the OSAs cover a large land
area. The Economic Analysis is also intended
to identify opportunities for recycling and
redeveloping other areas in the OSAs. Thus,
the report analyzes the potential for retail uses
that might not fit into the central place, plus
hotels, housing, other commercial uses, and
office and industrial uses. Again, the intent is
to identify possibilities; the menu of uses and
development types may be subsequently
whittled down as the project progresses.

CONTENT

The remainder of this report is divided into
the following four parts, along with a

conclusions section and an appendix with
supporting data:

Residential Development

Because there is well documented pent-up
demand for housing development throughout
Southern California, a formal residential
market analysis has not been conducted. This
chapter discusses the need for residential
development and the input from interviews
with 11 developers.

Retail Sales

Because the central place is envisioned as a
business district, this chapter presents a
detailed analysis of market demand for retail
businesses by type of store.

Hotels

There has been little development of hotels
since the pandemic, as the lodging industry is
only just returning to pre-COVID levels. This
chapter addresses the market potential for
new hotel development in Signal Hill.

Office and Industrial

This chapter analyzes the local economy and
projects future economic and employment
growth. Based on the projections, the report
estimates the demand for commercial
development, offices, and industrial uses.

Page 2
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RESIDENTIAL DEVELOPMENT

One cannot go very long without hearing
about the crises in housing in Southern
California. A crisis in housing affordability,
housing availability, and homelessness. In
addition, many cities were saddled with
unfathomably high Regional Housing Needs
Assessment (RHNA) housing allocations in
the last housing element cycle. Yet talk to any
residential developer and one of their biggest
roadblocks is finding any land to acquire for
new housing construction (they will also
mention construction material costs, labor
shortages, and prohibitively high interest
rates).

To assess market demand for residential
development in the OSAs, the project
included interviews with 11 developers.
These interviews not only verified the
conventional wisdom that there is pressing
demand for new housing, but equally
importantly, that developers are ready and
willing to build housing in the OSAs.

This chapter begins with a brief discussion of
why housing development is an important
component of realizing the vision for a central
place in the town center. It then provides a
brief summary of salient points from the
interviews with developers. The final section
discussed how market conditions can be
expected to impact the types of housing that
get built.

WHY HOUSING

There is a common perception that new
housing does not pay its own way. Often,
though not always, this is true when one
looks only at property tax revenue and the
cost of public facilities and services. However,
most communities require development
impact fees that help cover costs for public
facilities and infrastructure.

More importantly, though, new households
pay sales taxes. There is an old fashioned
idea that cities should only zone for new retail
businesses because they pay sales tax.

However, businesses do not pay sales tax;
they collect it. It is people—residents and
visitors—who actually pay sales tax. When
one adds development impact fees and sales
tax to the property tax that new households
pay, more often than not, new housing is
paying its own way, and then some.

For the redevelopment of the OSAs, new
housing will be necessary for the three
reasons discussed here.

Retail Follows Rooftops

Prior to the pandemic, online retail was
steadily capturing increasing amounts of
consumer spending, but this shift accelerated
during and after the pandemic. Today,
national and regional retail chains are highly
focused on omni-channel retailing—
combining multiple channels to market, sell,
buy, and deliver goods, easing the transition
between digital and physical selling
environments. Stores want to sell goods
online, in store, with delivery, with curbside
pickup, or in any way that they can get your
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business. Rarely are retailers looking to build
new stores, and when they do, they are
looking for places that are growing.

The vision for a central place with businesses
and activities includes retail businesses.
Retailers will be much more interested in
considering a Signal Hill location when they
can see that it is growing. Thus, new housing
will be one part of the business attraction
strategy.

Feet on the Street

There is much talk about the value of mixed-
use development. The reality, however, is that
two, three, even four or five stories of
residential units over ground-floor retail will
not make or break a ground-floor retail
business.

However, having housing over retail or even
the next block over puts feet on the street.
Nearby residents are much more likely to
walk, whether to get fresh air, to walk the
dog, or to grab a latte. Having people walking
in a central place creates an image of that
place as alive and vibrant, as something
different. It signals to those driving by that
there is something worthwhile in this place.

Achieving the vision for a walkable,
experience-oriented, central place will require
having people out and about, walking. Having
housing in close proximity is the most
effective way to do this.

Pay for It

Recycling or redeveloping the OSAs is a
complex undertaking. From aggregating small
lots and working around oil wells, to
relocating infrastructure, demolition, and in
some cases, remediating the land, new
development in the OSAs will be costlier than
new development in many other places.

Oftentimes, this cost will come out of the
pockets of the landowner who sells land for
development. However, if the sales price of
the land is not high enough, the owner may
simply decide to forgo redevelopment and
continue with their current use of the land.

Residential development is the one type of
development where increased density can
generate a higher sales price for land for
development. It is likely that there will be part
of the OSA where residential development is
the only financially feasible alternative to
continuation of the status quo.

DEVELOPER SENTIMENT

Developers were interviewed to gauge market
interest in developing in the OSAs and to
explore some of the likely challenges. Some of
the common relevant comments are below:

+ All 11 developers interviewed expressed
an interest in the potential of developing
in the OSAs.

+ Signal Hill is a great location for housing
because it is accessible to so many differ-
ent job centers.

+ The psychographics of households in the
region will support sales of new homes,
i.e., there will be buyers.

+ There is nothing wrong with Long Beach,
but Signal Hill has a certain cachet that
will help attract buyers; it will be seen as
a welcoming small town.

+ Developers are aware of the challenges
and costs (time and money) to redevelop-
ing in the OSAs but believe that it will be
financially feasible.

+ Itis possible to sell homes on sites with
an active oil well.

+ Developers do not believe that having
only surface rights will hinder home sales.
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The takeaway from these interviews is that it
is possible for the market to steer investment
in new housing and other types of
development into the OSAs. With the
challenges inherent in redeveloping in these
areas, many developers stressed the need to
get the zoning right so that the City does not
create additional roadblocks.

HOUSING TYPES

In the short term, the type of housing that can
be developed is being driven entirely by
economic fundamentals. High construction
costs and high interest rates make it virtually
impossible to build market-rate rental housing
in most places in Southern California.

If the City allows for residential development
in the OSAs, it will most likely all be for-sale
townhomes at the outset.

Nevertheless, there is market demand for
multifamily rental housing, and when interest
rates come down, the City can expect
developers to propose some rental projects. It
is not clear yet whether future market
conditions will support sub-30 unit to the
acre density apartments with surface or tuck-
under parking or if higher-density products,
like a multifamily wrap or podium with

parking structures, will be feasible.
Nevertheless, over the long term, the City can
expect market interest in a variety of
residential product types, from single-family
attached to multifamily housing of varying
densities, from condos to rentals. The zoning
for the OSAs will need to anticipate future
conditions and future market demand.

March 25, 2025



RETAIL SALES

This chapter analyzes the market demand for
retail sales businesses. As used in this report,
retail is defined broadly to include a wide
range of businesses that serve local residents
and visitors:

+ Retail stores, such as supermarkets and
furniture stores

+ Personal services, such as hair salons
and banks

+ Restaurants and bars

+ Entertainment and recreation, such as
movie theaters and fitness centers

After a discussion of current market
conditions and taxable sales trends, this
chapter presents an analysis of market

! CBRE, Los Angeles Retail Figures Q4 2024, February 28,
2025. This report is intended to statistically represent retail
buildings larger than 1,000 square feet.

demand for retail uses and concludes with
considerations for retail uses in the OSAs.

CURRENT MARKET
CONDITIONS

Regional Market Conditions

The real estate services and investment firm
CBRE estimates that as of the fourth quarter
of 2024, 5.9 percent of the retail building
space in Los Angeles County was available for
lease.! The availability rate generally declined
from the pandemic era high through the end
of 2022 and has generally been rising since.
For the South Bay region, CBRE estimates the
retail availability rate slightly higher at 7
percent.

2 Triple net is the most common form for a retail lease. In
addition to the building rent and utilities, the business lessee

For all of Los Angeles County, the average
retail lease in the fourth quarter was $3.03
per square foot per month, triple net.? This
was a slight decrease from the prior quarter,
but the average rent has been steadily
climbing since before the pandemic, before
accounting for inflation. CBRE estimates that
the average rent in the South Bay was lower,
at $2.79 per square foot per month.

CBRE notes that net absorption (including
vacant retail space and newly constructed
retail space) was positive, at 184,000 square
feet countywide, after three quarters of
negative absorption (including existing space
which a tenant vacated and new retail
building space the was completed but not
leased). The South Bay region had a positive
absorption of 220,000 square feet, following

also pays other costs, such as real estate taxes, building
insurance, and maintenance.
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a negative absorption of 298,000 square feet
in the prior quarter.

Finally, the CBRE report indicates that there
was only 28,000 square feet of new retail
building space put on the market countywide
in the fourth quarter of 2024. In the prior
quarter, the total was 7,000 square feet. In
the South Bay region, there was no new retail
building space in either quarter.

These data taken together indicate that the
retail real estate market is currently adding
very little new retail building space while
availability percentage is increasing.
Nonetheless, retail rents have continued to
rise, although that is before adjusting for
inflation. Overall, the market for new retail
development appears weak countywide.
Within the county, there are areas where the
retail real estate market is performing better,
but the South Bay as a region is performing
worse than the county as a whole.

3 Costar is a leading provider of commercial real estate data,
including leased and available building space and lease
rates, when available.

4 Costar has four general property type groupings: retail,
office, industrial, and multifamily. The retail group includes
auto services, which there are many of in the 0SAs.

Local Market Conditions

As part of the market analysis, Costar? leasing

reports for retail properties* in the OSAs were
reviewed. The report identifies 1.26 million
square feet of retail building space. Currently,
only 7,825 square feet in one building is
available for lease. This is a vacancy rate of
0.6 percent, and over the past 2.5 years, the
vacancy rate has not reached higher than 0.9
percent.

The most recent lease rate data was from
2023. That year, the average asking lease
rate for properties that reported data to Costar
was $2.50 per square foot per month, triple
net.? This is lower than the average retail
lease rate for the South Bay region.

The data suggests that the market could likely
absorb new retail building space in the OSAs.
However, the asking lease rates in the OSAs

are likely not high enough to support the cost

5 Taxable sales data are published by the CA Department of
Tax and Fee Administration. Taxable sales include retail
stores, restaurants and bars and also include non-retail
businesses that include a point of sale, such as an auto
repair businesses that sells brake parts as part of installing
new brakes. Unless stated otherwise in the text, the term

of new retail construction under present
circumstances.

TAXABLE RETAIL SALES

Local Sales Trend

Taxable retail sales® matter not only because
sales tax accounts for the majority of the city’s
general fund revenue but because taxable
sales are indicative of economic activity in the
local-serving sectors of the economy. Figure 1
shows the trend in taxable retails sales in
Signal Hill from 2009 to 2023. The
underlying data are provided in the Appendix
in Table A-1 on page A-38.

Total taxable retail sales in Signal Hill
consistently increased coming out of the
recession in 2009, with a peak in 2015.
Sales began growing again in 2018, with a
one-year decline during the pandemic in
2020. Total taxable retail sales in the city
reached the highest level in 2022 before

taxable retail sales in this report refers only to retail stores,
restaurants, and bars.
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declining in 2023. Data for the full year of
2024 is not yet available. Even with the
taxable-sales decline in 2023, sales were
only slightly below the 2029 peak and higher
than every year before then.

However, this does not take into account the
effects of inflation. When adjusted for inflation
into January 2025 dollars, taxable retail sales
in Signal Hill were $1.476 billion in 2023.
This was lower than every year going back to
2013, when sales were $1.363 billion.
When adjusted for inflation, taxable retail
sales in the city peaked in 2015, and have
been declining since 2021.

The other important lens is the real taxable
sales per household. The number of
households is used as a proxy for the demand
for services from the city. In other words, is
the growth in taxable sales keeping pace with
the growth in households? For most of the
2009 to 2023 time period, the change in
sales per household tracked closely to the
change in real taxable sales. This indicates
that the growth in taxable sales was driven
primarily by local businesses attracting more
spending from outside of the city rather than
being driven by household growth. However,
during and since the pandemic, taxable sales

Figure 1: Taxable Retail Sales, Nominal, Real (Inflation-Adjusted), and Real per
Household; Signal Hill; 2009 to 2023
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per household have generally been declining.
This trend suggests that the city may face
increasing challenges meeting current needs
based on sales tax revenue generated at
stores, restaurants, and bars in Signal Hill.

Regional Sales Trend

Signal Hill's experience is common
throughout most South Bay cities. From
2019, prior to the pandemic, through 2023,
real taxable retail sales per household
declined 2.5 percent across the 17 cities. The
taxable retail sales data are provided in the
Appendix in Table A-2 on page A-39.

Only five cities had higher real sales per
household in 2023 relative to 2019: Carson,
El Segundo, Gardena, Inglewood, Palos
Verdes Estates, and Rolling Hills. Thus, the
recent decline in Signal Hill is part of a larger
trend, which likely has more to do with
overall consumer spending patterns and
demographics than with the competitiveness
of Signal Hill as a location to operate a retail
business.

However, Signal Hill attracts far more
consumer spending from outside of the city
than do any of the other cities in the South
Bay. In 2023, taxable retail sales in the city
were $323,000 per household. This is

substantially higher than the weighted
average across the 17 cities, $45,000. It was
also substantially higher than the next
highest, El Segundo, at $135,000 per
household.

This discrepancy is good news as far as the
City being able to pay for public facilities and
services. However, attracting consumer
spending by residents from other cities, Signal
Hill may be more susceptible to changes in
consumer spending patterns.

RETAIL MARKET
DEMAND BASICS

Retail Types

From a land use perspective, the retail market
can be categorized into two broad groups:
convenience goods and services and
comparison goods. Eating and drinking places
are a cross between convenience and
comparison shopping. Finally, experience-
oriented shopping is a hybrid type of retail.

Convenience Goods and Services
Convenience goods and services are those
that people need on a regular basis. For these
regular purchases, most consumers have
built-up knowledge of where to go to get what

they want, whether their discriminator is
price, convenience, or quality. Groceries,
medicines, and hair care are typical
convenience goods and services. Because
convenience goods and services usually have
low cost margins and high sales volumes,
convenience retailers are located throughout
an area, close to concentrations of
households. Convenience goods retailers
typically operate in convenience-goods
centers (less than 30,000 square feet [sq.
ft.]) and neighborhood-scale centers (less
than 100,000 sq. ft.), and they typically draw
customers from a %2- to 1Y2-mile radius or
the area within a b-minute drive.

Comparison Goods

Comparison goods are retail items that
consumers purchase more infrequently or
rarely. For these purchases, consumers tend
to compare goods across brands and across
retailers. This habit of comparing induces
retailers to locate near each other. It also
promotes larger-scale retailers who can stock
many different brands of similar products.
Clothing, electronics, and furniture are
quintessential comparison goods. Because
comparison goods have higher cost margins
and lower sales volumes and because
consumers purchase these goods
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infrequently, comparison goods retailers tend
to locate close to major transportation
corridors that give access to a greater number
of consumers. These businesses typically
locate in community-scale centers
(100,000+ sg. ft.) and regional-scale centers
(300,000+ sq. ft.), and they draw customers
from a 3- to 5-mile radius (or a 10-minute
drive time) up to an 8- to 12-mile radius (or a
15 minute or longer drive time), depending
on the center’s size and retailer mix.

Eating and Drinking Places

Eating and drinking places do not fit squarely
within the two previous categories.
Sometimes consumers are looking for
convenience when buying food away from
home. Fast food and limited-service
restaurants typically satisfy this convenience
demand. Other times, consumers are looking
for higher quality and are willing to travel
longer distances and pay more for the cuisine
they desire.

Experience-Oriented Shopping

In experience-oriented shopping, the
experience of the trip is of equal if not greater
importance than the material needs for a good
or service. The experience’s value may accrue
from socialization with friends, activities and

entertainment, or the quality of the place.
Downtowns, new town centers, lifestyle
centers, and even shopping malls all attempt
to enhance the shopping experience and
provide a mix of businesses and amenities to
create an enjoyable shopping experience.
Because most consumers infrequently invest
their time in experiential shopping, most are
willing to travel farther and forego quick and
easy access for the value of the experience.
Experience-oriented shopping is a destination
trip and draws from a community, regional, or
even super-regional-size trade area, even if it
does not offer the commensurate amount of
retail square footage.

Trade Area

A trade area is the geographic area from
which a retail center or area will draw the
majority of its customers. Sophisticated
market-analysis models for individual retailers
often define primary, secondary, and even
tertiary trade areas. Several factors affect the
size and boundaries of the trade area,
including the type of shopping center,
location of competitive retail facilities,
physical barriers, and visibility and access to
major roads and highways. For planning
purposes, a more general definition of the
trade area is sufficient. The analysis defines

one trade area for convenience goods and a
separate trade area for comparison goods
because the latter tend to draw customers
from a larger area.

Convenience Goods Trade Area

Larger convenience goods retail centers are
typically anchored by a supermarket or a
pharmacy and draw customers from a 1%2-
mile radius area. For the purposes of this
study, the analysis defines the convenience
goods trade area as the area within a b-
minute drive of the Town Center, the
intersection of Willow Street and Cherry
Avenue.

However, the analysis takes into
consideration the net demand of the area
within a 10-minute drive of the Town Center.
Figure 2 shows the convenience goods trade
area (defined by a 5-minute drive time) and
the 10-minute drive-time area. It also shows
the location of grocery stores in and around
the convenience goods trade area. The purple
circles show a 1.5-mile-radius trade area for
each grocery store. The multiple overlapping
trade areas show how economic activity in
the 10-minute drive-time area can impact the
defined convenience goods trade area.
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Figure 2: Convenience Goods Trade Area and the Trade Areas for Grocery Stores In and Near Signal Hill
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Comparison Goods Trade Area

Comparison goods retailers often locate in
community-scale or regional-scale shopping
areas, which generally have trade areas of 5
and 8 miles, or a 10- or 15-minute drive
time. As with the convenience goods trade
area, the analysis defines the comparison
goods trade area as the area within a 10-
minute drive of the Town Center but also
takes into consideration spending and
competitive shopping centers and districts
within a 15-minute drive of the Town Center.
The comparison goods trade area and the 15-
minute drive-time area are shown with the
convenience goods trade area in Figure 3.

Retail Market Potential

Consumer Spending

The household is the basic economic unit in
retail analysis. The Consumer Expenditure
Survey, published annually by the US Bureau
of Labor Statistics, details how households
spend their annual income, stratified by
income, age, geography, household size, and
other demographic characteristics. Claritas is
the leading provider of consumer spending
data. They interpret that Consumer
Expenditure Survey data for individual
locations based on the demographics and
lifestyle characteristics of the households

residing in that area. They also integrate data
from credit card companies and other
sources. Esri reports the data using standard
retail business categories from the North
American Industrial Classification System.

Estimated Retail Sales

Claritas also estimates the amount of retail
sales at businesses operating in the trade
area. The estimates are based on the US
Census Bureau’s Economic Census and
information obtained from proprietary data
sources, such as Dunn and Bradstreet and
InfoUSA.

Sales Efficiency

Sales efficiency is the average annual sales
per square foot of retail businesses. Sales
efficiency varies by store type, by individual
business, and among different locations of an
individual retail chain. This report estimates
retail sales efficiency by type of store based
on information from Dollars and Cents of
Shopping Centers / The SCORE, published by
the Urban Land Institute and the International
Council of Shopping Centers; annual 10K
reports filed by retail corporations with the US
Securities and Exchange Commission; and
the US Census Bureau’s Economic Census.

Calculating the Retail Gap

Retail market potential is the difference
between the amount of trade-area consumer
spending and the amount of trade-area retail
business sales. When trade-area households
spend more at a particular type of retail store
than those types of stores in the trade area
take in, residents are spending money outside
of the trade area. This situation is often
referred to as retail spending leakage, or the
retail gap. In the opposite situation, when a
trade area’s retail businesses have more retail
sales than trade area households spend, the
businesses are attracting customers from
beyond the trade area. In this situation, the
difference between sales and spending is
often referred to as the retail spending
capture, or the retail surplus.

Retail leakage and capture matter because it
is usually easier to get a trade area’s residents
to shop closer to home than it is to attract
more customers from beyond the trade area.
In economic development, most retail
business attraction efforts are focused on the
retail categories from which a trade area leaks
spending.
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Figure 3: Town Center Trade Areas and 15-Minute Drive-Time Context Area
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Dividing a trade area’s retail leakage by the
average sales efficiency determines the
market demand—the amount of retail
building space that can be supported by trade
area spending. Dividing a trade area’s retail
capture by the average sales efficiency
provides an estimate of the amount of retail
building space supported by consumer
spending from visitors from outside of the
trade area.

RETAIL GAP ANALYSIS

Convenience Goods Retailers

The Claritas estimates for consumer spending,
sales at local businesses, and the opportunity
gap or surplus by store type for the
convenience goods trade area are provided in
the Appendix in Table A-3 on page A-45.
Additional context for the trade area is
provided by the spending, sales, and
opportunity gap in the comparison goods
trade area in Table A-4.

Table 1 provides the opportunity gap for
convenience goods retailers for both the
convenience goods trade area and for the 10-
minute drive time trade area for added
context. For store types that have an
opportunity surplus (shown in red),

Table 1: Opportunity Gap/(Surplus) in Annual Spending for Convenience Goods
Retailers; Convenience Goods Trade Area and 10-Minute Drive Time Context Area; 2025

Retail Store Type

Convenience
Goods Trade
Area

10-Minute
Area

Food and beverage stores
- Grocery stores

(29,709,588)
(35,622,981)

(294, 494,306)
(309,u496,450)

- Specialty food stores 1,103,407 (6,035,u54)
- Beer, wine, and liquor stores 4,809,986 21,037,598
Health and personal care stores (22,026,283) 41,326,158
Gasoline stations (6,526,u401) 87,733,008
Miscellaneous store retailers (42,500,082) (10,954,136)
- Florists 97,068 3,107,913
- Office supply, stationery, and gifts (6,691,837) 3,115,877
- Used merchandise stores (2,072,696) (21,888,975)

— Other miscellaneous store retailers
- Auto parts, accessories, and tires

(19,650, 556)
(14,182,061)

(21,252,122)
25,963,171

Food services and drinking places
- Drinking places
- Limited service restaurants

7,859,765
(7,578,462)
15,438,227

(1,120,362,749)

(631,553,228)
(u88,809,521)

Source: Claritas, 2025, Retail Market Power® - 2025 Estimates, using data from Environics Analytics | U.S. Census Bureau

| U.S. Bureau of Labor Statistics | Data Axle

businesses are attracting spending from

Food and Beverage Stores

outside of the trade area. For the store types +
with an opportunity gap (shown in black),
trade area households are spending money
outside of the trade area. These are the
businesses that represent potential market
demand for retail development in the OSAs.
The results are summarized below.

Unlikely to attract a grocery store, as both
the convenience goods trade area and the
larger 10-minute drive-time trade area
both have an opportunity surplus.

+ May attract a specialty foods store, but
competition from outside of the trade area
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might limit the appeal for such a busi-
ness.

+ Beer, wine, and liquor stores have retail
leakage in both trade areas and represent
market potential for the OSAs.

Health and Personal Care Stores

This group of retailers includes pharmacies,
cosmetics, beauty supplies, and perfume
stores, optical goods stores, health
supplements stores, and similar retailers.

+ Convenience goods trade area has an op-
portunity surplus, but 10-minute drive-
time trade area has retail leakage.

+ These types of stores represent market
potential but would need to attract cus-
tomers from the 10-minute drive-time
trade area.

Gasoline Stations

+ Convenience goods trade area has a sur-
plus of gasoline stations.

+ For the 10-minute drive-time trade area,
gasoline stations have retail leakage.

+ This may represent market potential for
the OSAs, especially along arterials carry-
ing through traffic.

Miscellaneous Store Retailers

+ Florists represent a minor opportunity for
the convenience goods trade area but a
larger opportunity if customers can be at-
tracted from the 10-minute drive-time
area.

+ The convenience goods trade area attracts
spending from outside of the trade area
for office supply stores; unmet demand in
the 10-minute drive-time trade area may
represent an opportunity for the OSAs.

+ Auto parts stores represent a potential op-
portunity if they can attract spending from
the 10-minute drive-time trade area.

Food Service and Drinking Places

+ Both trade areas have retail leakage for
bars serving alcohol and represent market
potential for the OSAs.

+ Both trade areas attracting spending from
farther away to support non-alcohol bev-
erage drinking places and snack bars.

+ The convenience good trade area has re-
tail leakage for limited-service restaurants,
but this is more than accommodated for
in the 10-minute drive-time trade area.

+ Limited service restaurants represent mar-
ket potential for the OSAs.

Comparison Goods Retailers

The Claritas estimates for consumer spending,
sales at local businesses, and the opportunity
gap or surplus by store type for the
comparison goods trade area are provided in
the Appendix in Table A-4 on page A-43.
Additional context for the trade area is
provided by the spending, sales, and
opportunity gap in the comparison goods
trade area in Table A-5.

Table 2 provides the opportunity gap for com-
parison goods retailers for both the compari-
son goods trade area and for the 15-minute
drive time trade area for added context. For
store types that have an opportunity surplus
(show in red), businesses are attracting
spending from outside of the trade area. For
the store types with an opportunity gap
(shown in black), trade area households are
spending money outside of the trade area.
These are the businesses that represent po-
tential market demand for retail development
in the OSAs. The results are summarized be-
low.




Furniture and Home Furnishings

+ Furniture stores and home furnishings
stores have retail leakage in both trade areas.

+ This category could provide a focus for a
regional retail destination in the OSAs.

Building Material and Garden Equipment
and Supplies Dealers

+ This category of businesses has retail
leakage in both trade areas.

+ These businesses represent market poten-
tial in the OSAs.

+ Smaller-scale specialty businesses in this
category could fit well in a walkable,
experience-oriented central place.

+ Other retailers in this category could find
a more auto-centric home in other parts
of the OSAs.

Clothing and Accessory Stores

Clothing and accessory stores tend to
agglomerate in and near shopping malls and
regional retail destinations. Most cities that do
not have a regional mall have a lot of retail
leakage in this category of stores.

+ There is a substantial amount of retail
leakage for this category in the compari-
son goods trade area, but it is more than

Table 2: Opportunity Gap/(Surplus) in Annual Spending for Comparison Goods
Retailers; Comparison Goods Trade Area and 15-Minute Drive Time Context Area; 2025

Convenience 10-Minute
Retail Store Type Goods Trade
Area
Area
Furniture and home furnishings stores 83,094,453 111,857,388
- Furniture stores 4y 687,888 67,992,478
- Home furnishings stores 38,406,565 43,864,910
Electronics and appliance stores (3,927,723) (21,4u8,758)
- Household appliance stores (2,u437,71d) (5,138,759)
- Electronics stores (1,490,009) (16,309,999)
Build. mat. and garden equip./supplies 90,407,133 248,897,952
- Build. material and supplies dealers 47,315,401 108,328,739
- Lawn/garden equip. & supplies stores 43,091,733 140,569,213
Clothing and clothing accessories stores 167,116,225 (482,960,410)
- Clothing stores 106,980,353 (319,154,336)
- Shoe stores 17,705,056 (60,712,149)
- Jewelry/luggage/ leather goods stores 42,430,816 (103,093,925)
Sport. goods/hobby/mus. instrument/books 43,990,382 50,250,739
- Sport. goods/hobby/mus. instruments 41,295,113 63,590,875
— Book stores and news dealers 2,695,269 (13,340,136)
General merchandise stores 14,298,955 (464, u82,352)
- Department stores 5,084,870 (50,177,622)
- Other general merchandise stores 9,214,085 (414,304,730)

Food services and drinking places
- Drinking places
- Full-service restaurants

(180,825,530)
(58,728,u9u)
(122,097,036)

(790,199,221)
(162,062,9u4)
(628,136,277)

Source: Claritas, 2025, Retail Market Power® - 2025 Estimates, using data from Environics Analytics | U.S. Census Bureau

| U.S. Bureau of Labor Statistics | Data Axle
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accommodated in the 15-minute drive-
time trade area.

+ The comparison goods trade area leakage
suggests that smaller independent and
boutique clothing and clothing accesso-
ries stores represent market potential for
the OSAs, especially as part of a walka-
ble, experience-oriented central place.

Sporting Goods, Hobby, Musical
Instrument, and Book Stores

+ Both trade areas have retail leakage for
sporting goods, hobby, and musical in-
strument stores; these stores represent
market potential for the OSAs.

+ Comparison goods trade area has retail
leakage for bookstores and news dealers,
but the 15-minute drive-time trade area
more than accounts for this leaked spend-
ing; but this category may represent mar-
ket potential for a small-scale store in a
walkable experience-oriented central
place.

General Merchandise Stores

+ The comparison goods trade area leaks
spending for general merchandise stores,
but it is made up for in the 15-minute
drive-time trade area.

+ The leaked spending in the comparison
goods trade area is not sufficient to sup-
port a national chain store in this cate-

gory.

Food Service and Drinking Places

+ The comparison goods trade area and the
15-minute drive-time trade area have
leaked spending for bars serving alcoholic
beverages but have a surplus of non-alco-
holic beverage bars and snack bars.

+ Both trade areas have a surplus of full-
service restaurants.

+ Full-service restaurants are unlikely to in-
vest in a location in the OSAs if they have
to attract customers from outside of the
comparison goods trade areas.

+ Full-service restaurants may, however, be
interested, if locating in a walkable expe-
rience-oriented central place, where the
place is attracting visitors from throughout
the region.

Planning Recommendation

This economic analysis is the first step in
planning for the OSAs. The recommendations
below are intended to support continued plan-
ning, and the recommendations may change
as the plans take shape.

Table 3 provides the recommendations for
each retail store type for which there is suffi-
cient leaked spending to support new or ex-
panded retail businesses. The analysis sug-
gests that the OSAs could be planned and
zoned to accommodate up to 67,500 square
feet of new retail building space for conven-
ience goods retailers, where easy access may
be a priority. The OSAs could also be planned
for up to an additional 366,000 square feet
of new retail building space for comparison
goods businesses. Many of the businesses
would be well suited to locate in a walkable,
experience-oriented central place. Some of
these may be better suited for a larger site
with ease of access and proximity to the free-
way and major arterials.

These recommendations do not guarantee
that specific types of businesses will locate in
an OSA. Similarly, the exclusion of a type of
business from this list does not indicate that
such a business would not locate in an OSA.
The recommendations provide a market-
based rationale for the amount of retail build-
ing space to plan and zone for.

This is especially true for full-service restau-
rants. As discussed previously, a new full-ser-
vice restaurant locating in an OSA would ei-
ther have to outcompete existing restaurants
in the region to attract customers or would
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have to attract new customers from farther
away. However, if the city succeeds in devel-
oping a walkable, experience-oriented central
place that in and of itself attracts visitors from
farther away, then it is entirely feasible that
full-service restaurants would be interested in
such a location.

Finally, additional commercial building space
in the OSAs could be supported by growth in
retail services, such as banks and hair salons.
Retail services are covered in a subsequent chap-
ter on Office and Industrial market potential.

LIFESTYLE
SEGMENTATION

The final aspect of retail market demand to
address is lifestyle segmentation, which is
also referred to as psychographics. While de-
mographics offer a snapshot of quantifiable
characteristics like age, income, and location,
lifestyle segmentation illustrates the interests,
activities, and behaviors that drive consumer
choices.

Esri Business Analyst provides lifestyle data
through its Tapestry Segmentation, which
classifies communities into 67 groups across
14 LifeMode groups and 6 Urbanization
groups. The Appendix includes detailed de-
scriptions and information for the 10 most

Table 3: Planning Recommendations for Retail Building Space (sq. ft.); OSAs; 2025

Potentially Recommended
. Supportable Building Space (sq.
Retail Store Type BuilgiF;lg Space ft. éLAp) for( !

(sq. ft.) Planning

Specialty food stores 2,628 2,500
Beer, wine, and liquor stores 8,352 8,000
Health and personal care stores 18,844 16,000
Gasoline stations 11,853 5,000
Automotive parts, access. and tires 20,942 20,000
Limited service restaurants 16,2uU3 16,000
Convenience Goods Subtotal 78,863 67,500

Comparison Goods Stores

Furniture stores 103,998 100,000
Home furnishings stores 46,258 40,000
Build. material and supplies dealers 4y, 030 40,000
Lawn/garden equip. & supplies stores 33,801 30,000
Clothing stores 71,307 70,000
Shoe stores 15,611 12,000
Jewelry/luggage/ leather goods stores 23,734 20,000
Sport. goods/hobby/mus. instruments uy,192 40,000
Book stores and news dealers 2,041 2,000
Drinking places (alcohol) 13,247 12,000

Comparison Goods Subtotal 410,243 366,000
Total Retail Stores 489,106 433,500

Source: PlaceWorks, 2025.
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common Tapestry segments in the compari-
son goods trade area.

The analysis focuses on the comparison
goods trade area because this is the area from
which most of the businesses in a future
walkable, experience-oriented central place
would draw the majority of their customers.
Table 4 identifies the 10 largest Tapestry
groups in the comparison goods trade area. In
each case, the group is a higher concentration
among trade area residents than among the
population nationwide. Key characteristics of
the first five most prevalent groups are de-
scribed below. The items identified in these
descriptions reflect activities and characteris-
tics that are more prevalent among house-
holds in the group th