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Executive Summary 

Retail location selection is the foremost strategic decision that has fundamental impact 

on the profitability of the company and its everyday operations. It is a long-term 

investment, where the physical form and place remains constant, even though the 

determining attributes are permanently changing with increasing velocity. Similar to 

any other economic activity, retail’s multidimensional environment is defined simply by 

the supply and the demand. The occupancy cost ratio (OCR) represents the interplay of 

those two luminaries, while naturally incorporating all influencing attributes.  

The aim of this thesis was to investigate the OCRs on primary and secondary locations 

in Basel, Bern and Zurich and to observe their relationship with frequencies 

(quantitative and qualitative). The difference between these two types of frequencies 

was further explained in the course of this thesis. Furthermore, demographic 

characteristics within observed areas, in particular gender and income class, were 

analysed. In the first part of this thesis, a theoretical literature review and the former 

framework for location selection was analysed. Additionally, current industry trends, 

importance of observed determinants and specifically the relevance of OCRs were 

presented. Due to the limited availability of primary data, qualitative as well es 

quantitative research has been conducted. Qualitative data related to OCRs have been 

obtained from a survey among retailers and real estate experts. Following the research, a 

correlation analysis between derived OCR medians and frequencies have been 

conducted separately for each selected retail location. In conclusion, a simple rating 

schema based on OCR medians and standardised frequencies of all observed primary 

and secondary locations was presented.  

The outcomes of the correlation analysis have shown inconsistent correlations between 

OCR and frequencies. The results differ between primary and secondary locations, 

showing negative, positive or no correlations. This led us to a conclusion that retail 

locations theoretically share certain patter that can be explained by OCRs along with 

their relationship to frequencies; however, a greater sample of primary data is essential 

to validate this assumption. Thus, based on the results of this thesis, OCRs can be used 

only as a basic guide to a location classification. Moreover, we developed a basic rating 

schema that puts in relation OCRs and frequencies. We infer, this rating schema has the 

ability to question the importance of frequencies as a main location selection criterion.  
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1 Introduction 

Retail location theory has drawn much attention throughout nearly a century. And this is 

also how old main theories and models are. Brown (1993) pointed out that within a 

mere six year period, between 1927 and 1933, four concepts were introduced related to 

understanding of the retail location (p. 186). These include bid rent theory (Haig 1927), 

spatial interaction theory (Reilly 1929), principle of minimum differentiation (Hotelling 

1929) and the central place theory (Christaller 1933). Considerable research has been 

done in this field. Theories have been confirmed, criticised, combined, extended and 

modified in order to explain retailer’s strategy patterns related to the selection of the 

right location. O’Roarty, McGreal & Adair (1997) state that “the most important 

determinant of retail success remains the location of the store premises and its impact 

on customer drawing power” (p. 119). Furthermore, Zentes, Morschett & Schramm-

Klein (2007) stress the importance of a location in order to gain a competitive advantage 

due to its one-of-a-kind characteristics (p. 242). Hence thorough analysis of the 

catchment area (trading area, market area) is crucial not only at the initial period of the 

site selection, but also during the entire decision-making process. The Figure 1 presents 

the assessment of a catchment area to adequately display the complexity and the 

interaction of each stage of the process.  

 

Figure 1: Catchment Area Assessment (Zentes et al., 2007, p. 237, adapted from Bienert 1996) 

The implementation of these strategies, however, is not always the consequence of a 

structured analytical process but rather the result of human judgement. A great degree of 

irrationality and tendencies of individuals to make decisions based on their personal 

feelings are the attributes where the standard mathematical approach falls short. Thus, 
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rules of thumb based on specific knowledge of an individual and/or of the organisation 

are as important as more sophisticated location assessment techniques (Hernández and 

Bennison, 2000, p. 365). The idea of fuzzy logic (Zadeh, 1965) tackles these 

phenomena. Nevertheless, it is almost certain that some behavioural traits of an 

individual and their relevance remain unexplained. This assumption perfectly illustrates 

the complexity of this matter.  

1.1 Problem definition 

According to Ciari, Löchl & Axhausen (2008), retailer’s analysis during a location 

selection process can be viewed from a strategic or methodologic perspective (p. 4). The 

strategic edge mainly consists of a spatial strategy that is linked to a specific 

methodology. The degree of complexity of this methodology can vary significantly 

from intuitive to scientific.  In particular, the spatial strategy is predominantly defined 

by the format as well as by the segment the retailer represents. As formats and segments 

differ significantly from one another so do specific and individual requirements for 

location (Sonneck and Ott, 2006; cit. in Krafft and Mantrala, 2006, p. 179). The same 

rationale can be assumed in regard to costs incurred for the trade carried out in the 

actual premises, where the foremost attribute is usually the rent. Inversely the ratio of 

total cost and profit determines the level of rent a retailer is prepared to pay for a given 

space, or, in other words, the residual value of turnover less costs and expected profit 

(Taele, 1995, p. 68). Expected turnover naturally varies among different formats and 

segments and is based on the ability to gain certain market shares within a given area. 

Therefore, O’Roarty et al., (1997) goes on stating that the fundamental is not the actual 

passing rent, but rather the ratio between the turnover and the rent, usually called the 

occupancy cost ratio (OCR), (p. 129). This ratio depends on the margin retailers 

generate in a given retail segment. Segments with low margin (i.e. grocery stores, low 

price segments) need a greater volume of transactions than a retailer with high margin 

(i.e. watch & jewellery segment) where the product has a rather higher price and 

therefore fewer transactions are needed to generate a profit. Attributes such as 

frequencies (Christaller, 1933; cit. in Litz & Rajaguru, 2008, p. 478) or purchasing 

power are differently essential for each of the above-mentioned segments. Both 

attributes consist of various influencing factors such as for instance accessibility, 

neighbouring tenants (Hotelling, 1929; cit. in Litz & Rajaguru, 2008, p. 479), economic 

activity, population or even ‘uniqueness’ of the product (Reilly, 1933; cit. in Litz & 

Rajaguru, 2008, p. 478), which subsequently define the characteristic of a particular 

retail location.  
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1.2 Objective 

The aim of this thesis is to analyse how the OCR’s median on selected high streets and 

its parts, relate to observed location attributes within a specific retail area and whether 

they share common patterns. Observed attributes consist of quantitative and qualitative 

frequencies, generally accessibility and demographic characteristics (gender, income 

class).  

Furthermore, our attention has been given to the possibility of using this indicator as a 

determinant of the location quality for a specific retail segment. Subsequently a simple 

location rating schema based on OCR medians and frequencies has been developed.  

Even though OCR has by its nature strong relevance for the supply as well as for the 

demand side, for the purposes of this thesis the perspective of the demand side was 

analysed. It is beyond doubt that it is the demand side that is in control of its own 

turnovers, which are providing the ability to pay certain rent (Taele, 1995, p. 68).  

1.3 Hypothesis 

The ability to generate necessary turnover has an immediate impact on the ability to pay 

a given rent. Derived from this observation, the following questions will be addressed: 

1a. What is the occupancy cost ratio median within analysed retail location and 

how does it relate to observed attributes? 

1b. Can this indicator (OCR) be used to classify a retail location?  

1.4 Structure 

Quantitative as well as qualitative data were used in order to analyse researched areas. 

The methodology will be briefly described in section 1.5. 

The theoretical framework is based on the literature review in Chapter 2. The relevance 

of observed attributes is validated in this chapter. Selected high street locations with 

primary and secondary retail status have been followed and analysed in Chapter 3. The 

commonly used classification applied by market participants (retailers, property owners 

and third-party property specialist such as brokers/property managers) range on high 

street from 1A, 1B, 1C to 1D. 1A stands for the primary status and 1B-1D for the 

secondary status. One example of a classification pathway can be seen in Figure 2.  
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Figure 2: Location Symbol Hierarchy (Source: O’Roarty, Patterson, McGreal & Adair, 1997, p. 421) 

Each of the selected cities (Basel, Bern and Zurich) are the main metropoles in different 

regions within the German speaking part of Switzerland. Even though they share the 

cardinal status in their respective regions and to some extend also in Switzerland (Basel 

– ‘the pharma-industry capital’, Bern – ‘the political capital’, Zurich – ‘the financial 

capital’), there are principal differences in the nature and characteristics of the local 

retail market. These mainly consist of geographical differences, the nature of the local 

economy, specific sociodemographic constellation and consumer’s behavioural traits. 

Further explanation of this topic is given in Chapter 3. In each city, streets with primary 

and secondary retail status (1A; 1B-1C) were identified. These particular high streets 

have been selected due to their historical and present status as the main retail 

destinations in each city. The only exception can be seen with Oberdorf in Zurich. 

Although this area theoretically possesses all qualities needed for an attractive retail 

location, from today’s retailer optic its potential has not yet been fully capitalised on. 

Thus, this area is to be categorised rather with a secondary retail status of 1B-1C. This 

distinctive characteristic was the authors’ main motivation to analyse this retail location. 

The selected streets and their classification can be seen in Table 1. 

 
Primary Status “1A” Secondary Status “1B-1C” 

Basel Freie Strasse Gerbergasse 

Bern Spitalgasse / Marktgasse Neuengasse 

Zurich Bahnhofstrasse Oberdorfstrasse/Schifflände 

 

Table 1: Selected High Street Locations with given Retail Status 1A; 1B-1C  
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The results of the analyses were evaluated in Chapter 4. A simple rating schema based 

on the results has been developed and its applicability briefly discussed.  

1.5 Methodology 

This research is a theoretical analysis of selected retail areas. A number of studies 

focusing on the assessment of the quality of a location have been conducted in the past 

based on the causal relations between different variables. The focus of this research is to 

inversely assess the quality of selected locations based on OCR, thus a derivate of 

determining attributes. In order to meet the research objective, it was essential to collect 

and to generate quantitative (frequencies and demographic characteristics) as well as 

qualitative data (retailers OCR in primary and secondary retail locations) to test the 

hypothesis. Hence mixed method study was selected. For instance, Silverman (2013) 

suggests that, “by having cumulative view of data drawn from different contexts, it may 

be possible to triangulate the ‘true’ state of affairs by examining where the different data 

intersect” (p. 136). This is particularly applicable for areas where sources of primary 

data are limited.  

Moreover, in the initial stage a research model was developed in Figure 3, to establish 

conceptual framework of this mixed method study.  

 

Figure 3: Conceptual Framework Schema 

In addition, a literature review was conducted, firstly to analyse the retailing industry 

with its trends, and secondly to identify the fundamental elements influencing the 

selection of a retail location and how they can be classified. Along with the initial stage, 

field research on each street has been carried out. In particular, the tenant mix 
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(segments), retailer’s status (individual/chain) and the origin (national/international) 

were monitored. Freie Strasse in Basel and Bahnhofstrasse in Zurich were divided into 

two and four different sections, respectively. These divisions correspond with the 

structural pattern of each street. Other observed streets share structural consistency with 

no apparent differentiations in terms of price/segment positioning. Besides a few 

exemptions, the tenants can be classified as mass-market retailers. The division of these 

streets follows the natural spatial pattern that is either of a geographical nature or 

defined by the proximity to frequency generators, such as, for instance, public transport 

hubs. Precise details are highlighted in Chapter 3.   

Consequently, online surveys were conducted in order to generate primary quantitative 

data on current OCRs from retailers active in the Swiss market with stores on 1A and/or 

1B-1C retail locations. The sample size, 38 participants, can be considered as rather 

small, nevertheless the outcome can still have some generic quality. For instance, Israel 

(1992) argues, that basically any sample size is sufficient as long as the statistical 

method is of a descriptive nature (p. 4). Moreover, the size of the population also has to 

be taken into consideration and put into perspective with the sample. The highest 

number of stores (129) can found on Bahnhofstrasse. For the purpose of this thesis 230 

retailers could have been successfully approached. However due to the low reply rate, 

selection bias cannot be excluded. Simultaneously, primary quantitative OCR 

benchmarks have been obtained from the experts, represented by main brokers on the 

market and property owners’ representatives, which are regularly involved in leasing 

transactions and hence have the understanding of currently negotiated terms and 

targeted OCRs. In total, nine experts have participated in the survey. Both surveys were 

structured as anonymous.  

In the course of this thesis, we will distinguish between two types of frequencies. In 

order to simplify the terminology, we will use the terms quantitative and qualitative 

frequencies. They differ significantly in the way they are recorded. The quantitative 

frequencies count each single appearance of a person older than six years during a 

normal working day (8 – 24 hour) within the analysed hectare. The qualitative 

frequencies represent only one single appearance of a person older than 18 years within 

24 hours that actually come to the observed hectare for a particular purpose. These 

include education, home, leisure, shop, work and other. Only persons with residency in 

Switzerland are included in this model. The qualitative frequencies data including the 

general information related to demographic were provided directly by the company 
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Senozon. Similarly, the source of the quantitative frequencies data was also Senozon. 

However, these were obtained on the Wüest Partner Geoinfo tool. The model used for 

obtaining the data is described in detail in the Appendix I.  

In conclusion, descriptive statistics and correlation analysis have been conducted in 

order to examine the relationship of the variables. Lastly, a simple rating schema based 

on OCRs and their relationship to each type of frequencies has been developed.  

2 Literature Review 

Every completed action is by essence in the past. The future occurrences are naturally 

the consequences of those actions. The aim of this chapter is to comprehend the decisive 

motives and attributes of retailers regarding their location selection and their spatial 

understanding of the space. We assume that this is based on the immense theoretical 

work that has been done in this field.   

2.1 Retail industry today  

The retail industry in Switzerland is the third strongest sector that provided 

approximately 235,000 full-time jobs at the end of 2018. The Figure 4 shows this 

relevance among industry sectors. By adding around 140,000 part-time positions, the 

total number exceeds 370,000 jobs. Thus, making a significant contribution to the 

overall health of the economy, respectively to Gross Domestic Product.    

 

Figure 4: Full-Time Employment Q4 2018, Industry Sectors. Adopted from (Büchler, Mäder, 
Wyttenbach, Funke & Amacker, 2017, p. 20). Data Source: FSO (The Swiss Federal Statistical Office)  
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However, looking at the evolution in the last decade, a clear downward sloping trend 

can be observed. Bosshard & Staib (2015) suggest that even optimistic scenarios do not 

indicate the same growth in retail as actually took place in the last 20 years (p. 4, 15). 

The rationale of this prognosis can be described as two-pronged. Firstly, the rapid 

implementation of new technologies in the last 20 years has led to a greater effectivity 

(Bakbasel, 2015, p. 3). Therefore, the employment rate has been consequently 

decreasing. Secondly, the whole industry is undergoing a significant structural change, 

facing new technologies, dynamic changes in consumer behaviours, consumer 

preferences and new forms of trading. According to Cushman & Wakefield (2017) 

consumers’ demand for immediate gratification is intensifying further, in an already 

competitive retail environment (p. 3). Hence the retailers, and moreover the whole 

industry is urged to adopt new business models, in which the traditional bricks and 

mortar way of trading further shifts towards multi-channelling, by incorporating online 

shopping platforms and new technologies.  

In addition, as the operational framework is changing, Lasi, Kemper, Fettke, Feld & 

Hoffmann (2014) argue that due to this - in the last decades apparent shift from seller’s 

into buyer’s market “the buyers can define the conditions of trade” (p. 239). This 

reflects previously prompted personification, which demands greater elasticity in 

product development distribution to consumers. On the contrary, Cao & Li (2015) 

stressed, that “there is only little empirical evidence about the effect of integration 

across channels on firms’ performance” (p. 198). They have shown that the matter is not 

as ‘black & white’ as it seems. Cao & Li (2015) conclude, that the retailers can benefit 

from multiple channels, though special care has to be given to the nature and mostly the 

size of the store portfolio, as an overly intensive network can create conflicts and 

dissynergies (p. 213).  

In absolute terms, the shift in Switzerland does not appear to be so dramatic. The retail 

study from GfK (2019, p. 9) presented CHF 9.5 Billion spent outside bricks and mortar 

stores. Whereas the whole retail in Switzerland produced a volume of CHF 91.3 Billion. 

Albeit by looking at the evolution in the past 8 years, it can be seen in Figure 5 that the 

output almost doubled and GfK (2019) estimated the percentage growth between 

2017/2018 at 10% (p. 9). A clear upward sloping trend can be identified. A study from 

Credit Suisse (2019) supports this trend and suggests further growth in the future (p. 

25). 
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Figure 5: Volume Online & Shipping Trade Switzerland. Adopted from (GFK: Shopping Center Schweiz: 

Facts and Figures: 2018; 2019, p. 9) 

There is an ongoing general debate about the interpretation of these figures and the 

consequent ‘real’ weight of the volume of the trade outside of traditional stores. The 

pivot source of disagreement is the suitability of this growth in the long run and the real 

potential this retail channel has. It is distinctly beyond the purpose and the aim of this 

thesis to deepen the research on this topic. The ambition of the authors was to merely 

enlighten the fundamental changes the whole industry is facing.  

It is the turnover achieved in the store that is arguably the most significant attribute 

determining the rent that the retailer is willing to offer for his physical occurrence 

(Damesic, 2001, p. 24), (Taele, 1995, p. 68), (O’Roarty et al., 1997, p. 129). Hence it is 

apparent that this phenomenon concerns equally property owners as well as tenants. 

Wildenauer (2011) defines the demand for retail space as “derived demand for retail 

goods and services” (p. 15). If this demand for retail goods and services is newly 

distributed across various channels, then so is the demand for point of sales as this does 

not necessarily need to have a physical form (Damesic, 2001, p. 22). It would be 

certainly short-sighted to apply this assumption across the whole industry, as some 

segments will be hit with a different intensity. According to Goldmanis, Hortacsu, 

Syverson & Emre (2009) “it is quite likely that these market share changes can be 

drastic enough to lead some firms to exit from the market entirely” (p. 651). One 

example can be seen in Figure 6, showing the evolution in number of stores within the 

travel industry in the USA. Due to this new division of the ‘retail pie’, shifting turnovers 

in retail outlets with the combination of the constant-fix rent naturally puts retailers’ 

survival ability with ‘physical models’ in question. 
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Figure 6: Fraction of Consumers Purchasing Online and Total Number of Travel Agencies: 1994–2003 

(USA). (Goldmanis et al., 2009, p. 666) 

Importantly and correctly, Ghosh and Craig (1983) suggest that it is indeed the quality 

of the firm’s business models and/or location selection that determines the ability to 

cope with the recent dynamic in changes related to economic conditions, lifestyles, 

consumers’ preferences or demographics (p. 58). Nevertheless, it is startling how little 

the supply side has undertaken to understand the spatial differentiation of demand 

(Wildenauer, 2011, p. 16). On the contrary, the naturally strong exposure to retail led 

shopping centres’ owners to explore new leasing models. A report from the 

International Council of Shopping Centers ICSC (2016) introduced possible new omni-

channel leasing models to capture the store value from both perspectives (p. 42). 

Besides various percentage/turnover based models, so called geo-fence store sales 

models, where greater geographic area around the anchoring physical point of sale is 

used, “to quantify the value of a consumer opportunity within a specific location” 

(ICSC, 2016, p. 42). Our research among retailers with stores on analysed streets indeed 

also revealed the tendency towards omnichannel concepts. After analysing the results, 

we can conclude in Figure 7, that more than half of the tenants have two sources of 

revenues, bricks & mortar (B&M) as well as online.  
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Figure 7: Survey Results: Proportion of Online Sales to the Turnover in B&M Stores    

2.2 Retail Location Theory 

Facing the described complex environment with various and rapidly changing factors, it 

is of absolute importance to perceive the retail location selection as a long-term strategic 

investment that is not readily reversible (Ghosh & Craig, 1983, p. 57), (Zentes et al., 

2007, p. 229). One of the first theoretical models dates back to the beginning of the 20th 

century. All of these models observe and analyse the geographical patterns of a location 

and its interaction with consumers’ behaviours rather than the spatial organisation of 

retailing (Brown, 1993, p. 186). In his central place theory Christaller (1933) basically 

claims that a particular location associated with the fewest cost to reach, is the one with 

the highest potential as the demand declines with the distance (travelling costs), the 

demand has to overcome to access given supply (p. 105-108). This is theoretically 

regardless of the distinction of the product. The models introduced by Reilly spatial 

interaction (1929) and retail gravitation (1931) however consider the special character 

of products and services. In their paper Litz & Rajaguru (2008) imply the trade-offs 

between the location and the personalised goods and services, stating that specific 

characteristics of those goods and services can theoretically relativize the importance of 

the centrality of a location (p. 478). Nonetheless, in their study, they found no evidence 

in support of the spatial interaction theory (p. 488). In contrary to Christaller’s and 

Reilly’s spatial geographical theories, Hotelling (1929) in his minimum differentiation 

principle focuses rather on spatial competition.  As the primary intention of a consumer 

is to minimise the costs, the retailers will cluster in areas where similar products are 

being offered, benefiting from the increased frequencies this concentrated supply 

attracts. Even though it has been proven that this theory has its shortcomings 
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(D'Aspremont, Gabszewicz & Thisse, 1979, p. 1145 - 1149), the current retail 

landscape, especially on prime retail locations – high streets – shows us that in reality 

the clustering works when products and consumers are sufficiently heterogeneous (de 

Palma, Ginsburgh, Papageorgiou & Thisse, 1985, p. 769, 776). Naturally these locations 

are then characterised by high frequencies, which are theoretically increasing the 

probability of retailer’s success. As this might be perceived to be the case across the 

industry, special care has to be given to specific segments. The study presented by 

Perdikaki, Kesavan & Swaminathan (2012) proved this general assumption to be invalid 

as in their research the conversion rate decreases with increase in frequencies (p. 18). 

Thus, total turnover is consequently of a diminishing nature. Similarly Lam, 

Vandenbosch & Pearc (1998) concluded that the increase in sales with frequencies is 

nonlinear (p. 80). This is particularly the case for customers purchasing expensive 

goods or generally goods that require distincive care and quality of customer service. As 

mentioned in Chapter 1, in regard to luxury goods this corresponds with the division of 

Bahnhofstrasse and Freie Strasse, where premium brands are located within less 

frequented parts of the street. Nevertheless, it is not always the case within mass-market 

areas, where concepts such as jewellery & watch or shoes are located - concepts, where 

dwell time is naturally longer. Therefore, it also raises the question whether premium 

locations, with often the highest frequencies, and surely with the highest rents, truly are 

always ‘the best place to be’. As it can be seen in the Figure 8, the retailers in our 

survey had different opinions concerning this matter. A total of 32% of respondents 

stated that their conversion rate on 1A locations is lower than on secondary locations. 

These retailers represent segments such as sport & leisure, fashion, but also electronics 

or gastronomy.   

 

Figure 8: Survey Results: Conversion Rate on 1A Location compared to 1B Location   
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The high demand for a prime location and its scarcity, in other words the competition 

for inelastic supply, was the underlining hypothesis of Haig’s bid rent / urban rent 

theory in 1927. Clarkson, Clarke-Hill & Robinson (1996) explicate this theory stating 

that ”competition for an inelastic supply of land ensures that, in the long run, all urban 

sites are occupied by the activity capable of paying the highest rentals, and land is 

thereby put to its highest and best use” (p. 25). In order to be able to pay the highest 

possible rent, thus to acquire the potentially best trading location, the retailers have to 

optimize their OCR, hence the ratio of costs and turnovers. It will be, however principal 

to understand, how these theories will work in context of recent externalities, in 

particular online sales. According to Dolega, Pavlis & Singleton (2016) online sales will 

have significant impact not only on retail, but also on town centre configuration (p. 88). 

As the turnover is also newly achieved in virtual ‘online locations’, the definition of the 

‘best trading location’ is understandably receiving new dimension. Therefore, it was 

assessed whether a 1B location could serve as an alternative to a 1A location, given that 

frequencies are for most of the retailers the principal determinant for the quality of a 

location. In conjunction with this assessment, the relevance of OCRs and the 

relationship with their determinants was further explored in the course of this thesis.    

2.3 Attributes for Retail Location Selection 

The importance of the location selection due to the rental costs has been previously 

stressed along with the impact such a decision has on the profitability of business. For 

instance, Maze (1972) further extends by a less directly quantifiable attribute, though 

certainly equally important, that “the store location can be used as a competitive 

advantage” (p. 17). However, quantifying this is a rather complex task. Narasimham 

(1979) introduced a model that quantifies intangible attributes specific for an observed 

location. The complex mathematic behind this model is the main challenge that limits 

the ‘everyday’ use by smaller businesses. Hence the subject of location selection is 

marked with a different seriousness and level of sophistication. Rudd, Jr., Vigen & 

Davis (1983) name personal preferences, intuition, checklists, gravitational, map 

transformation and location/allocation models (p. 46). Moreover, according to Rudd et 

al., (1983) weighted location models are suitable to evaluate the relative importance of 

various formal and informal attributes (p. 47). These models are also simple enough to 

be broadly used. This method has been also employed to develop location rating schema 

based on OCR and frequencies in observed locations.  
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2.3.1 Frequencies & Accessibility 

Vandell & Carter (1993), link the store location to economic activity in space, defined 

by participants that include stores, consumers and competing stores. They suggest that 

the space is “a market area that can vary in size but usually takes up a significant section 

of a metropolitan area” (p. 16). Hence it can be described as a densely populated urban 

core with developed infrastructure, thus good accessibility. Since, based on Christaller’s 

theory of central places, consumers are trying to minimize their travelling cost, good 

accessibility is of importance for their targeted shopping trips. Buyers are simply 

attracted by areas with highest consumption benefits where utility can be maximized. At 

the same time, suppliers are targeting areas with excess of demand where they can 

maximize their profits (Mejia & Benjamin, 2002, p. 6). Applying Hotelling’s clustering 

theory as described above, the trading areas with goods of a non-specific nature will be 

naturally found in the proximity to highly frequented locations, which are consequently 

striven by suppliers - retailers. This corresponds with Bravi & Talarico (2010) work, 

which suggests that there is a dependence between footfall and sales performance (p. 1, 

8). Hood, G. Clarke & M. Clarke (2016) explain this equation from a demand’s 

perspective with food shopping formats, where consumers are seeking convenience, 

hence fundamentally the geographic proximity of retail units (p. 115, 128). An analogy 

can be found in Netzell (2013), where an interdependence between frequencies, 

accessibility and rents on high streets was suggested (p. 17 – 19). An integration value 

measure has been used as a measure of accessibility. Accessibility can be then further 

defined by having an extensive transportation network and in reach for pedestrians or 

simply walkability. The positive effect of walkability on net operating income have 

been proven by (Pivo & Fisher, 2011, p. 206 - 207). Locations with high integration 

value, hence highly accessible areas have been found to have high rents. As retailers are 

trying to maximize the probability of success, they are naturally looking for locations 

with high volumes and this tendentially in any perspective. They often understand high 

rents to be the ‘measure’ for good location. Correspondingly, Floor (2009), stressed the 

importance for retailers to settle down their businesses on locations with high traffic, 

though consequently along with high rents (p. 58). It is therefore not surprising that 

observed streets in Basel, Bern and Zurich, especially prime locations, are known for 

having the highest rents. They share common characteristics of high footfall 

characterized by good accessibility.  
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2.3.2 Demographics 

As we have argued above, establishments that represent supply are targeting areas with 

high traffic and dense population. Hence it is understandable that Liu (1970) stresses the 

“great importance of population, local government expenditures and population 

density” in order to explain the variations in sales (p. 1472). Moreover, he states that 

these are most of all followed by education, number of establishments and income.  The 

relevance of the population, respectively the demographic characteristics has therefore 

grounds for further observation, since it significantly improves the ability to ‘make 

choice of good store location’ (Turhan, Akalin & Zehir, 2013, p. 396). For the course of 

this thesis we have decided to evaluate the demographics from a social context. While 

retailers are currently facing structural changes within the industry, which we have 

described in Subchapter 2.1, it is important to understand individuals and often unique 

needs the shoppers may have depending on their different social status. Socio-

demographic profile, in particular social affiliations such as attitudes, emotions, and 

behaviours have been confirmed by Shim & Eastlick (1998) to affect behaviours and 

favourable attitudes towards shopping (p. 154). Similarly, Ingene and Yu (1981) stated 

that income has a major impact on retailers’ sales per capita (p. 544 - 545). Moreover, 

according to Evans, Christiansen & Gill (1996) “shopping orientations have been found 

to influence the type of retail store characteristics consumers find desirable” (p. 210). In 

their research, males have shown greater desires for personalised shopping experience, 

whereas females (working women) prefer convenience, value, the overall shopping 

experience and product presentation. Women were traditionally seen to be more 

involved in buying goods than men. In today’s perspective this ‘generalised shortcut’, 

or rather limited understanding of women’s role in the family has recently changed. 

Slama & Tashchian (1985) correctly pointed out that the role of women in society has 

changed and so has their social status (p. 74). As preferences and initial motives for 

purchases differ between those two groups, we have thus decided to further categorise 

the footfall on the selected locations in two groups: by gender and income class.  

For these reasons we found the attributes of frequencies and accessibility and consumer 

demographic decisive as these naturally provide the essential prerequisites to maximize 

possible turnovers. Since those locations are generally linked to highest rental rates, the 

OCR, in other words the ratio between turnovers and rents serves as a useful indicator 

of retailers’ performance. We are certainly aware that the matter of success is more 

complex and that there are number of various factors such as, for instance, tenant mix 

on the street, and size and layout of the store or image, yet these are individually 



  16 
 

important for each segment and concept. We believe that selected attributes are 

tendentially equally relevant for all.   

2.4 Relevance of Occupancy Cost Ratio (OCR) 

Damesick (2001) predicted the impact of internet on the retail property market and 

precisely stressed the consequences by identifying the “volume growth in retail 

spending relative to floor space” as the elementary driver for retail rental growth (p. 24). 

Damesick (2001) further argues that although the proportion of online retail to the 

whole volume is relatively small, it will be sufficient to have “a palpable effect on the 

growth rate of in-store retail sales” (p. 24). This effect is mainly seen in high street retail 

locations. It also strongly corresponds with Taele (1995) and his suggestion that “the 

highest rent a retailer, or group of retailers, can afford to pay at any location, depends on 

the turnover achieved less other unavoidable operational costs plus the minimum return 

required to justify continuing to trade” (p. 67). The rent precisely represents the largest 

portion of occupancy cost (Duvenhage and Kruger, 2017, p. 359). The turnover, on the 

other hand, is the determinant for profitability. Therefore it is essential for the firm to 

understand the relation between these two variables. Table 2 below illustrates retailers’ 

current OCRs on 1A locations. These are compared to benchmarks. A median for each 

segment has been derived from the data obtained in the survey with retailers and 

professionals. We believe to have gained more realistic data, as the size of retailers’ 

sample in each segment was not sufficient. For more details see Appendix II. The 

category F&B were regarded as one. Received answers have shown the necessity to 

create the subcategory ‘F&B Confiserie’. This was created after the survey. 

Unfortunately, no benchmark figures could be obtained.  

 

Table 2: Survey Results: OCR Median (Answers Retailers & Experts) vs OCR Benchmarks (Answers 

Experts) 

Moreover, there were no primary data available for following segments: Antiques, 

Books, DIY and Toys. Hence the OCRs were estimated based on the information 

provided by experts in these field. It is important to point out that, for instance, segment 

Antiques cannot be found in any 1A Locations. This is only the case on Oberdorfstreet, 

Zurich (1C Location). Similarly, DIY can only be found in Bern on Marktgasse and 

represents 1% of all the retailers. Books and Toys do not possess more than 3% weight 
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on any of the observed streets. Accordingly, these sectors do not have significant impact 

on the results. Further details related to tenant’s mix can be seen in Appendix III.  

By a closer observation, it can be seen that some are rather on the limit of a healthy 

performance, for the purpose of this thesis, defined by the benchmark for each segment. 

Individual answers in our survey among retailers have revealed that, for some, the OCR 

is beyond the sustainable level. In particular the fashion industry has, in some cases, 

provided OCRs of 30%. From this perspective the OCR can be theoretically understood 

not only as a determinant for the ability of a retailer to pay a certain rent, but also as an 

indicator for the overall state of the industry and future prospects of growth within a 

given market. Indeed, the results of our survey presented in Figure 9 are supporting this 

assumption. The apparent increase of OCRs on 1A location can be associated with the 

structural changes described in Subchapter 2.1. Since a certain portion of the turnovers 

have moved to online platforms and the fixed rent is often agreed on a five to ten year 

basis, remaining constant, the ratio between those two attributes is changing 

accordingly. Interestingly and in contrary to 1A locations, 1B locations remain 

relatively stable. One reason for this possible resistance is the segment structure of a 

1B-1C location. As illustrated in the analysis of observed streets in Chapter 3, it is the 

F&B segment that holds the primacy within these locations, making it the segment that 

is by nature rather immune to ‘virtual’ forms of business. This is confirmed by the data 

provided in the study from Credit Suisse (2019), where the food industry grew by 0.4% 

and 1.5% in 2017, 2018 respectively (p. 5). There is also a considerable number of 

retailers that do not have regularly maintained evidence of their costs/performance ratio, 

as 35% were not able to provide comparison with previous years.  

 

Figure 9: Survey Results: Current OCR Status/Evolution on 1A and 1B Locations  
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Moreover, taking into consideration our argumentation in Subchapter 1.1 where we 

interpreted O’Roarty et al., (1997) and pointed out that the fundamental is not the actual 

passing rent yet rather OCR, which depends on the margin the retailer generates in a 

given retail segment, we can use this indicator to further define specific locations. 

Assuming Hoteling’s theory of clustering works, retailers with similar attributes for 

retail location selection will be located in the same area. Kelly, Freeman & Emlen 

(1993) corroborate that “the location of sales generative affinities is important in site 

selection strategy” (p. 240). Since the tenant mix on prime retail streets is not 

homogenous, the median derived from OCRs of the tenants within an observed area 

helps to relativize the differences among segments. With this figure, a retailer that 

represents a specific segment can relatively easily evaluate the initial potential – quality 

this particular location provides.   

3 Analysis of selected Areas 

One year after the rise in the Swiss Franc caused by the National Bank of Switzerland 

and its decision to abandon the exchange rate ceiling against the Euro, a study from 

Credit Suisse (2016) suggested, that the consumer benefit from the appreciation of the 

Swiss Franc and consequent savings on food consumption could theoretically result in 

households’ CHF 1.3 billion surplus (p. 6). This amount could be spent for instance on 

more expensive products or leisure activities as well as various others. These leisure 

activities, among others, normally include gastronomy/F&B, food in general or health 

and beauty. Greater diversity and individualism in these segments along with the 

presence of up-market and luxury goods, can arguably be found on high street rather 

than in SCs. Thus, the aim of this chapter is to analytically explore to what extent the 

specific characteristics of the local economy are affecting the patterns of selected retail 

areas. We focused on some of customer’s unique behavioural traits and geographical 

differences, as well as the structure of the population. Based on the retail street 

arrangement, which is defined by the segments with their specific OCR, assumptions to 

the performance and the potential in respect to 1A and 1B-1C Location has been made.  

3.1 Areas of the Research and Methodology 

The general rationale behind the selection of the observed cities (Basel, Bern, Zurich) 

and each particular retail street has been briefly introduced in the Chapter 1. The reason 

we decided on high street shops rather than a shopping centre (SC) was the ongoing 

structural change in the retail industry. The urge for personification, individualism and 
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what Hubbard (2017) described as the “lively, hip and happening character of high 

street that has attracted mainly the middle-class shoppers back to the city from the rather 

“hermetic” malls” (p. 64), were some of the elements that lead us to direct our focus to 

high street. Furthermore, we also wanted to understand the possible level of adaptability 

in this dynamic environment. Hence after assigning each store with its occupancy cost 

ratio, qualitative and quantitative frequencies were added to each store. Specific 

demographic attributes for each city described in Chapter 2 were allocated for the whole 

researched area (1A, 1B-1C) as it was not possible to split them. The precise definition 

of the researched area in each city is highlighted in Appendix IV. Consequently, the 

relationship between collected data have been examined. Firstly, a descriptive statistics 

approach was used to describe the outcomes of the data in this Chapter. Secondly, 

correlation analysis between OCRs, quantitative frequencies and qualitative frequencies 

have been conducted. The result of the statistical analysis and summarised comparison 

of researched areas was further presented in Chapter 4.    

3.2 Areas of the Research: Basel 

The city of Basel is located in north-western Switzerland, nestled on the Rhine River, 

bordering with France and Germany. According to Federal Statistical Office FSO 

(2018) and the data from 2017, Basel is the third largest city in Switzerland, with a 

permanent population of 171,017 residents. The median age is 41.9 years, which, 

compared to Bern and Zurich, is the highest and the only one exceeding 40 years of age. 

Out of the three cities, Basel also has the highest percentage of foreigners among the 

permanent resident population with 37.1%. This is 11.4% more than in Bern and almost 

5% more than in Zurich. Furthermore 22.7% of those foreigners have an EU-28 

nationality. Also, in this perspective, Basel holds primacy within analysed cities. This is 

not surprising considering the geographical position. Stressing these differences has its 

justification for understanding the market and the specific local attributes that influence 

the retail demand and the consequent supply with related costs (rent).  

The localisation of the retail area in Basel corresponds with the theory described under 

the point 2.3. It is concentrated in the proximity to the medieval old town around 

Marktplatz with its dominant red-sandstone Town Hall from the 16th century; therefore 

situated around potential points of interest for different consumer groups. The principal 

retail locations with the highest concentration of retailers and diversity of segments are 

considered to be Freie Strasse (1A), Gerbergasse and Marktplatz (1B) as well as 

Barfüsserplatz and Falknerstrasse (1B-1C). This is also where the highest rents are paid. 
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As the rents are not the aim of this thesis, we will not explore this attribute in more 

detail in absolute terms. As previously described, Basel forms a border triangle with 

Germany and France. Thus, from a retail trading point of view, the city is exposed to a 

greater competition with courtiers with lower initial input costs by a production of 

comparable units. Craig, Ghish & McLafferty (1984) stressed that “consumers are likely 

to bypass the closest alternative if the extra effort of travel is compensated by better 

shopping opportunities” (p. 14). The price is indeed one of the main motivations. The 

study from Bakbasel (2017) is implying an average difference in costs of 35%. In 

particular the difference to Germany (40%), respectively to France (30%) has 

significant impact on the local retail market (p. II, 19). It is therefore understandable 

that the same goods, produced with the standardised process common for international 

retailers, can be offered at a considerably lower price. One of the main attributes are 

wages and cost of real estate (land, property ownership, rent). The study from Credit 

Suisse (2016) suggested that the appreciation of the Swiss Franc in 2015 further 

increased the attractiveness of this price difference abroad and resulted in 8% growth of 

a shopping tourism compared to 2014 (p. 10). Similarly, Wüest Partner (2017) stressed 

this phenomenon as one of the reasons for a 3% drop in retail turnovers between August 

2015 and August 2016 (p. 44). Even though the latest data suggest a slowdown in this 

trend (Credit Suisse, 2019, p. 8), it is beyond doubt that the currency ‘shock’ has had a 

collateral effect on the entire industry with the most apparent impact in border cities 

such as Basel. Two years after these events, Credit Suisse (2017) recorded a sharp 

decline in employment with retailers of 6.6% in Basel (p. 6). In other words, falling 

turnovers with high mandatory costs such as rent resulted in unsustainable OCRs. We 

expected this to have an apparent impact on the tenant mix in Basel. Nevertheless, as we 

will show in this subchapter, the street composition does not differ significantly to Bern 

or Zurich. One possible explanation can be found in average rents. We do not compare 

the rents to 1A levels in Zurich, as Bahnhofstrasse is, in terms of rent a class for itself. 

Yet the prime rent prices are nearly 30% higher than prime rent in Bern. Since the rents 

are not the primary aim of this thesis, we will not explore this matter in more detail and 

remain rather in absolute terms.  

Geographical attributes are not the only factor defining the retail market and its 

performance in Basel. The demographics, or rather the actual consumers, are of 

fundamental importance. Even though the city centre is not in the direct vicinity to the 

main train station, this area is characterised by the dense public transportation network 

and high walkability, hence well accessible area. This can be seen as the main 
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difference to Bern and Zurich as both cities, respectively their 1A streets are directly 

adjacent to the train station (Zurich) or an important public transport junction (Bern). 

Table 3 below shows these differences between quantitative and qualitative frequencies 

on observed streets.  

 

Table 3: Observations of Average Quantitative and Qualitative Frequencies. Source: Senozon and Wüest 

Partenr – based on Data from Senozon 

Interesting observation can be made by 1B locations in Basel and Bern. They are 

theoretically showing better results and, in the case of Neuengasse in Bern, even the 

highest of them all. Accordingly, if the frequencies are the main determinant of the 

performance and of the turnover potential, then these streets should be classified as 1A. 

Consequently, the rents would be expected to be the highest within these areas. Since it 

is not the case in reality because the prime rents are paid on Freie Strasse (Basel) 

respectively on Spitalgasse (Bern), other determinants must play similarly important 

roles.  Moreover, special care has to be given to the fact that both streets are adjacent to 

highly frequented public transport junctions. In Basel the Gerbergasse is connected to 

such on both ends (Barfüsserplatz/Marktplatz) and in Bern the Neuengasse is connected 

to the main train station. In case of Neuengasse, the average figures can be further 

relativized by the short length (compared to other streets) and hence the ‘compressed’ 

frequencies within the given retail area. Either way it raises the question whether 1A 

location is per definition the best area to locate the store for all the segments. The results 

of this thesis have suggested that such general assumptions can be misleading.    

By further analysis of provided qualitative frequencies on Freie Strasse and Gerbergasse 

along with their demographic’s characteristics, we could see proportionally balanced 

split between genders. In absolute terms there were 54% of males and 46% of females 

within researched area. Albeit when we precisely defined the purpose of these 

frequencies and decided to observe the ‘shopping category’ only, we could observe an 

inverse proportion. In total 56% females and 44% males visited analysed retail areas. 

Extending the analysis and narrowing the focus on the income class, which is based on 

the standards of Mikrozensus (F20601A), the results have shown that the middle-
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income class 3-6 dominates with 34% in this qualitative frequency sample. It is 

followed by the low-income class 1-3 with 28% and the high-income class 7-9 with 

18%. In total, 20% of the sample could not be classified. The order of each class is not 

any different to those in Bern and Zurich. However, there is a fairly considerable 

difference in the proportion, where for instance the middle-class in Bern accounts for 

41%. An overview for each city is shown in the in Appendix V. In order to put in 

context the retail location characteristics and the above described attributes, we 

continued our research by analysing selected streets, their tenant mix, segment 

positioning and the origin of each particular brand. We believe to have identified a 

certain pattern that reflects the described retail environment with respective OCR 

arrangement on the street.  

3.2.1 Areas of the Research: Freie Strasse 

Freie Strasse is often described as the ‘mother of all streets’. This due to the history of 

the street that dates back to the time of the Roman Empire. It has always been an 

important artery and part of the corridor that connected the Rhine River with the Jura 

mountain range. The integration of this street in to the city of Basel took place around 

the 11th century. Today this street is little more than 500m long with 83 stores stretching 

between Martktplatz and Aeschenvorstadt. It has maintained its former purpose of the 

main trade and as a shopping destination in the city. Also, Freie Strasse could not resist 

the trend of globalization. Traditional and unique businesses with often over a century 

long history have been gradually replaced by international brands with standardized 

concepts. There is also apparent distinction in positioning of some of those. Most of the 

street can be classified as a mass-market area. This is the case particularly for the 

section between Marktplatz and Kaufhausgasse respectively Bäumleingasse. Only a 

relatively short part of the street, 11%, is represented by the luxury segment. The Table 

4 shows the exact split between segments. It also highlights that today the vast majority, 

67%, of the tenants has an international origin. The remaining 33% represent the Swiss 

footprint, yet also amongst these the majority has the status of a chain. There are 14% of 

the businesses that can be classified as a unique concept. For those with nostalgic 

tendencies, regardless of how small this proportion might appear, it is still the highest 

number compared to Zurich and Bern with 13% and 9% respectively.  

Considering the challenging environment the local retail market is facing, we would 

expect street composition that consists of concepts less sensitive to shopping tourism 

and price. The Figure 10 shows the proportion of each segment on Freie Strasse and 
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invalided this assumption right at its origin. It is not surprising to see that Freie Strasse 

is dominated by Fashion segment, as Bern and Zurich share similar arrangements. What 

stands out however is the size of the ‘fashion pie’. It is by 8% more than in Bern, and a 

staggering 12% more than in Zurich. 

 

Figure 10: Respective Proportion of Retail Segments on Freie Strasse  

Moreover, what we can see in the Table 2 (Subchapter 2.4), is that the fashion industry 

has the second highest median among all the segments. As we stipulated above, the 

street is divided into two parts. We have therefore derived the OCR median not only for 

the entire street, but also for each particular section. The results shown in the Table 4 

present the Median for the whole street of 12.5%. It is the highest of all observed streets 

by 0.5%. The comparison can be seen in the Figure 17 in Chapter 4.   

 

Table 4: Freie Strasse: Analysis of the Street, including Street’s OCRs  
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The 14.5% for up-market/luxury are not unusual. This can be still theoretically 

considered as a sustainable level, since concepts with this classification operating with a 

higher margin. Where problems can arise is in the mass-market segment. Depending on 

the industry, 12.5% is generally the border line for a healthy ratio on 1A. The 

benchmarks in the Table 2 are a good indicator of such a healthy ratio. The relationship 

between these OCRs and observed attributes was further analysed in Chapter 4. 

3.2.2 Areas of the Research: Gerbergasse 

Similarly, to Freie Strasse, Gerbergasse is also located in the old town of Basel. This 

street runs parallel to Freie Strasse, beginning at Marktplatz and ending on 

Barfüsserplatz. With its approximately more than 300m and, as on Freie Strasse, an 

equal number of 83 stores, Gerbergasse shares the same retail micro environment. 

Gerbergasse can be also divided into two parts, lower and upper Gerbergasse. The lower 

part does not possess the character of a typical retail destination. It is due to the tram 

line that runs in the middle of the street. It is also the reason why only 16 units are 

located within this part of the street. The remaining 67 stores thus creating fairly 

compact retail environment on the upper part of the street. As it can be seen in the 

Figure 11, the leading segment is F&B followed by fashion. This segmentation 

corresponds with other observed 1B-1C streets in Bern, also with 20%, and Zurich with 

23%. In all three cases, F&B is ahead of all other industries.   

 

Figure 11: Respective Proportion of Retail Segments on Gerbergasse 
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Significant contrast can be seen in the status of the retailers. In contrary to Freie Strasse 

and any of the observed 1A locations, the tenants are predominantly of a national origin. 

More importantly, 39% can be even perceived as a local business. With this structure, 

diversified positioning and with similarly high quantitative and qualitative frequencies, 

Gerbergasse represents at first glance a valid alternative to prime in Basel. The medians 

in Table 5 show balanced and consistently lower OCRs than on Freie Strasse. These 

results theoretically imply a potential yet to be discovered.  

 

Table 5: Gerbergasse: Analysis of the Street, including Street’s OCRs 

Albeit it can be concluded that Gerbergasse has 2% lower OCRs than Neuengasse in 

Bern, it does not precisely indicate its higher potential or even performance. In our 

research the OCRs are solely defined by the tenant mix. Therefore, a direct link has to 

be made to respective segments. In our survey with retailers a question regarding the 

determinants for a quality of a location has been asked. As it can be seen in the 

Appendix VI, frequencies are not the most important attributes for various retailer. For 

segments such as F&B, shoes, optician or sport & leisure, the tenant mix or accessibility 

are equally important. Therefore, the OCR level implies a specific tenant mix or 

segments composition. Thus, this can be used as an indicator for certain characteristics 

of a location. However, distinction between personal assumptions and solid scientific 

explanation must be made. As we have illustrated in Chapter 4, it was not always 

possible to establish such a statistically significant coherence between the observed 

variables.  

3.3 Areas of the Research: Bern 

The city of Bern has been the capital of Switzerland since 1848. This fourth most 

populated city in Switzerland is known not only as a political center, it has also gained 
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its reputation as a liberal and cultural metropole and for some even a place of science. 

The city straddles the Aare River and with its medieval architecture dating back to 12th 

century, Bern creates a picturesque environment with a well-preserved old town, which 

has belonged to UNESCO Heritage since 1983. The arcaded streets of the old town are 

a source of endless pride for locals, or according to Federal Statistical Office FSO 

(2018), 133,115 residents. However, for the majority of retailers, the positive and the 

negative impacts of these arcades on business are also a fiercely contested subject. 

There are always inverse points of view. For some the traditional architecture with 

arches over the main streets, hence also over Spitalgasse and Marktgasse is protecting 

the stores from the vagaries of weather. One would say that the retailers ‘obviously’ 

benefit from the possibility to display their goods outside the store throughout the year, 

while having a maximal exposure to most of the customers, naturally squeezed under 

the arches. For others it is a nightmare as the frontage of the store is hidden behind these 

arches for those, desperately trying to avoid the crowd.  

This crowd consists of nearly 75% Swiss nationals. This is also the highest rate among 

observed cities, well ahead of Zurich and Basel. This young population with median age 

of 39.6 years which is only by 1 year more than in case of Zurich, (the ‘youngest’ of 

these three cities) and the highest activity range of 85.3 compared to 84.5 in Zurich and 

79.3 percentage points in Basel undoubtfully offers a solid customer base. Moreover, 

the for retail relevant indicators that are effectively shaping local retail environment are 

truly providing ambiguous figures. With its UNESCO status, we would expect Bern’s 

retail to benefit from the rich mixture of locals and tourists. However, Bern ranks with 

833,000 overnight stays, just 8th within the top 14 communes, significantly behind Basel 

and Zurich with 1,375,000 and 3,448,000 respectively, (Swiss Tourism Federation STF, 

2019, p. 20).  

On the contrary, it is Bern’s, high street adjacent main train station as well as the tram 

and the bus junction that shows the highest sales productivity in the country. The CHF 

30,003/sq m/year is more than the double of the best performing shopping centre 

(Glattzentrum) in Switzerland. It is also more than the train stations in either Basel or 

Zurich (GFK, 2018, p. 47). Looking at the difference in frequencies in Basel compared 

to Bern and Zurich in Table 3, we assume that the spatial distance from the train station 

to the main retail market is fundamentally influencing the amount of frequencies of 

Basel’s main retail market. Theoretically, another reason for these high frequencies 

figures on high street could also be the absence of a strong shopping centre in the direct 
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neighbourhood. The West Side Center is still in the process of establishing its position 

on the retail map in Bern. With its location on the outskirts of the city, it is rather 

considered to be a place that requires a particular interest in order to be visited. 

Similarly, Shoppyland, with its location, plays the role of a cross regional scheme. 

Hence the immediate proximity to this important transportation hub and the exceptional 

accessibility define Bern’s spatial retail system with high degree of centrality.  We 

could simplify the matter and argue that by applying Christaller’s theory where 

accessibility determines the consumer preferences, we can explain the local tendencies 

for high street. Thus, consequently also the high frequencies. However, Rushton (1969) 

analysed the preference structure of the individual and the choices between alternative 

market locations (p. 394). In his research, Rushton (1969) concluded that “spatial 

behaviour, exactly as any other behaviour, is determined by preferences only” (p. 400). 

On the other hand, he further stressed, that these are certainly influenced by the spatial 

system where the choices are made (p. 400). Considering the combination of absence of 

a strong alternative to high street in Bern and the numerous sightseeing points of 

interest that promote walkability, an assumption can be made that the local preferences 

are biased towards the city centre. Moreover, the naturally straightforward setup of the 

market with only a few main streets that actually provide the space for retail outlets, 

further support this assumption.  

Due to this constellation, the retail market in Bern can be further described as dense and 

compact. The study from Gehl (2017) points out this density by putting the old town in 

Bern into perspective with metropoles such as London and Paris (p. 10). In this study, 

the 0.85 sq km large old town in Bern is compared to 24.7 sq km and 23.3 sq km of 

those in London and in Paris, respectively (62 and 58 times the size of the one in Bern). 

Bern’s 93 inhabitants per hectare make the center almost 40% more densely populated 

than London, ranking Bern behind Paris with a not-negligible 198 inhabitant’s pro 

hectare. Hence the density can be associated with previously described high 

frequencies. Craig et al., (1984) stressed that “market areas shrink in size in high-

density areas to accommodate threshold populations” (p. 9).  

The underlining retail area pattern is defined by two connected streets (Spitalgasse, 

Marktgasse) that form an approximately 450m long shopping strip. These are also 

perceived as the 1A retail area in Bern. The Neuengasse that runs parallel to Spitalgasse 

is regarded as the 1B retail destination in Bern. These streets are then separated by 

public places and squares, which regularly host popular markets and cultural events. By 
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the analysis of the demographic structure and qualitative frequencies on 

Spitalgasse/Marktgasse and Neuengasse, we could identify similarly balanced gender 

distribution. In absolute terms there were 55% of males and 45% of females within the 

researched area in Bern. The results within the ‘shopping category’ show the exact 

opposite proportion of 55% females and 45% males that appeared in analysed retail 

areas. A trend that we could identify on all observed streets and analysed retail areas. 

The income class in qualitative frequency sample, which is based on the standards of 

Mikrozensus (F20601A), is dominated by the middle-income class 3-6 with 41%. This 

is followed by the low-income class 1-3 with 22% and the high-income class 7-9 with 

18% which is equal with the population in Basel and 9% behind Zurich. In total, 19% of 

the sample could not be classified. Due to the above described characteristics of the 

local retail environment and the near absence of the luxury segment on observed streets, 

we were expecting different OCR results compared to those in Basel and Zurich; 

however, the relationship between observed attributes provided only moderate statistical 

significance. The results will be touched upon in the coming section of this thesis and in 

detail in Chapter 4.   

3.3.1 Areas of the Research: Spitallgasse / Marktgasse 

Similarly to Basel, Bern’s high street retail area stretches over approximately 450m. 

What the people in Basel and Zurich managed to keep under one name, the ‘Berns’ 

dived between two streets. Therefore, the 1A in Bern consists of two equally short 

streets Spitalgasse and Marktgasse. The length of the former is approximately 210m 

whereas the latter is approximately 240m. The distribution of the retail outlets is 

however less proportional. Spitalgasse currently accommodates 38 retailers. Marktgasse 

adds another 64 to make a total of 102 retail outlets. Comparing it to Basel’s 

approximately 500m with 83 stores on Freie Strasse, and to Zurich’s 1.2 km with 129 

stores on Bahnhofstrasse, we can confirm the previously stressed density of the market 

in Bern, especially considering the length of both streets. Since these two streets are 

regarded as one, and the segmentation follows the same mass-market pattern, we did not 

split the streets for the segment analysis. We did so by the observation of the OCRs. 

The Figure 12 presents the segment composition of both streets. Fashion with 35%, is 

followed by jewellery & watch with 11% and health & beauty with 9% shaping more 

than a half of the retail environment in Bern. With 18 different categories, Bern also 

shows greater variety than Basel with 15 or Zurich with 17 different categories.  
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Figure 12: Respective Proportion of Retail Segments on Spitalgasse/Marktgasse  

The reason for fewer stores on Spitalgasse is not only the length, but also the 

composition. Mainly big store formats, in particular two department stores Loeb and 

Globus naturally reduce the available space between the city’s main tram and bus 

junction on the top of the street and the Käfigturm on its other end. Due to this 

proximity to transportation hub, it is Spitalgasse where the highest frequencies 

(qualitative as well as quantitative) can be found. Although not only frequencies are the 

highest on Spitalgasse but also the rent. This corresponds with Wildenauer (2011), who 

pointed out that purchasing power and the amount of consumers in the given area are 

the chief determinants (p. 20) of the rent. As it can be seen in the Table 4, these are even 

the highest among observed retail areas. Equivalently to Spitalgasse also Marktgasse 

hosts a unique retail microenvironment that is co-defined by akin characteristics. The 

UNESCO preservation prohibits greater structural changes on both streets. Hence in 

places with strong demand and insufficient supply of available units, alternative space 

has been made. One example is the use of middle ages-built cellars that once served the 

purpose of storage, have been activated as retail spaces. This type of space is numerous 

in the old town including in the 1A streets. These are occupied not only by the local 

businesses, but international retailers have also found their way into those vaulted 

cellars and shaped considerable consumers flows. Whereas both street sides show equal 

distribution of the frequencies on Spitalgasse, Marktgasse shows consumer preferences. 

It is the left side of the street on the way from Käfigturm to its end by Zytglogge that 

shows higher frequencies. The reason behind this is the segment distribution on the 



  30 
 

street. Grocery outlets and gastronomy with a combination of mass-market retail attract 

a greater proportion of shoppers. However, from an OCR perspective, the Table 6 

shows perfectly balanced distribution. 

 

Table 6: Spitalgasse/Marktgasse: Analysis of the Street, including Street’s OCRs  

The OCRs with 12% are equally as low as on Bahnhofstrasse in Zurich, seen from the 

perspective of Freie Strasse in Basel with 12.5%. It is not only the absence of the luxury 

segment (3% in Bern compared to 11% in Basel) but also previously described diverse 

retail segmentation with smaller weight of fashion of 35% in Bern versus 46% in Basel 

and 34% in Zurich. The status does not differ significantly to other two observed retail 

areas. It is the origin where the split between international and national status is the 

most balanced among observed streets. Since the luxury and up-market segment in Bern 

can be mainly found on Kramgasse, hence outside the 1A streets, it is not surprising that 

the mass-market proportion of 68% is higher than in Basel and Zurich. Hence retailers 

that position themselves in this category will, due to this tenant composition, address 

exactly the customers that are seeking those goods. As we can see in the in Appendix VI 

high frequencies that are associated with accessibility along with strong anchor tenant 

are the sought-after attributes of various segments with this positioning.  

3.3.2 Areas of the Research: Neuengasse 

Neuengasse is approximately 230m long street that stretches between the 

Neuengassunterführung or in other words the entrance to the main train station’s 

underpass and the Waisenhausplatz. This street runs parallel to Spitalgasse, and even 

though it is classified as a 1B location, Neuengasse is characterised by similarly high 

quantitative as well as qualitative frequencies. These are substantially higher than on 

Gerbergasse in Basel: qualitative frequencies were approximately 85% higher and the 



  31 
 

quantitative frequencies were almost triple those on Basel’s 1B street. They are also 

higher than those in Zurich on Oberdorfstrasse, however since the classification of this 

area is 1B-1C, a comparison would be rather misleading. The Figure 13 shows a more 

equitable proportion of segments than on any other observed street (1A, 1B-1C). The 

usual primacy on 1B locations holds F&B with 20% followed by 12% of fashion and 

shoes. The small variance between the other segments is mainly driven by the length of 

the street. The short length simply does not provide a sufficient number of units, for 

instance 6 segments are represented only by one single store. Consequently, only 40 

stores can be found on Neuengasse. This number, compared to 83 stores on Gerbergasse 

and 60 stores in Oberdorf, might appear rather small. For instance, Gerbergasse with 

little more than 300m, while divided into two parts, shows higher level of density. To 

some extent, Neuengasse offsets its spatial limitation by numerous side streets and 

passages that provide additional retail units and even serve as a direct connection to 

Spitalgasse.  

  

Figure 13: Respective Proportion of Retail Segments on Neuengasse  

Neuengasse also shows the highest OCR Median of all observed 1B, 1B-1C streets. As 

it can be seen in Table 7, the 12% median is 2% higher than on Gerbergasse and 4% 

higher than in Oberdorf. Additionally, the chain status with 75% and 37% of 

international exposure are rather indicative characteristics of 1A location. Furthermore, 

the previously discussed quantitative as well as qualitative frequencies that are based on 
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provided data are even higher than on Spitalgasse, which theoretically supports this 

assumption. 

 

Table 7: Neuengasse: Analysis of the Street, including Street’s OCRs  

It is of importance to stress the fact that measured frequencies include the area adjacent 

to the underpass to the train station. These are not necessarily typical consumers but 

rather travellers. The qualitative frequencies are a better indicator; however, we also 

have to stress the fact that we compare average values, hence the extremes on both ends 

are included. The rents in this area are approximately 15-20% lower than the prime on 

Spitalgasse. This further subdue the tendencies towards 1A classification. As we have 

shown in Chapter 4, a significant relationship between frequencies and OCRs on 

Neuengasse could not be established. Correspondingly with Gerbergasse, the OCRs are 

implying certain structural and segmentation patter that is defined by local 

characteristic. Therefore, also in Bern, the OCRs do not explain the relationship 

between one attribute, but rather reflect the complexity of the local retail environment. 

We have further developed this observation in Chapter 4.  

3.4 Areas of the Research: Zurich 

The city of Zurich is, with 402,762 inhabitants, the most populous city in Switzerland 

(Federal Statistical Office FSO, 2018). It rests on the north end of Lake Zurich in the 

northern part of the country. Zurich possesses a leading role in the global banking and 

finance industry. In addition, the wealth of this city can be expressed for instance by the 

purchasing power index. Zurich ranks second with 111.1. behind Los Angeles with 

122.1 (Union Bank of Switzerland UBS, 2018). It is certainly not surprising that the 

retail landscape in this city is marked by the majority of leading premium and luxury 

brands. Thanks to these brands in the premium segment, Bahnhofstrasse has gained a 

reputation of a destination with a truly global importance. Therefore, it is not by 
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coincidence that retailers are prepared to pay rents that are among the top ten most 

expensive retail streets in the world (Cushman & Wakefield, 2017, p. 5).  

At first glance, the demographic composition does not significantly differ to other 

observed cities. The median age is the lowest with 38.6 years; yet this represents only 

1% difference to Basel. The permanent foreign resident population is represented by 

32.3%. Therefore, also in regard to permanent foreign residents, no fundamental 

difference to Basel can be identified. In this perspective, it is Bern that stands out in this 

statistic with a foreigner level below 30%. Nonetheless this is only one part of the 

population in Zurich. An additional group is made up of tourists, which are 

fundamentally important to retailers should be analysed more into detail. According to 

Swiss Tourism Federation STF (2019), 3,448,000 overnight stays were registered in 

Zurich (p. 20). While traditionally dominated by tourists with Swiss origin, a continuous 

increase of tourists from Asian countries can be identified in the latest statistical data. 

The tourism section of the City of Zurich recorded almost 660,000 tourists from Asia in 

2018, represented mainly by China, Gulf States and HongKong (Tourismus Stadt 

Zürich, 2018). In the period 2016/2017 there was an increase of 13.2% in overnight 

stays, showing that this trend is clearly upward sloping. The relevance of this excursus 

can be established in the conjunction with the segment distribution on Bahnhofstrasse. 

The luxury segment on Bahnhofstrasse, with 38%, plays a significant role in the 

structure of the retail landscape. The Asian affinity towards luxury goods associated 

with perfection and quality is well known. For instance, Monkhouse, Barnes & Stephan 

(2012) confirmed this affection towards luxury and explained these specific inherent 

behavioural attitudes by assigning them to the traditional historical influences that have 

shaped the importance of a social status in Asian society. They stressed in particular the 

‘Confucian notion of Face saving and group orientation’ (p. 650 – 662). Moreover, 

Thakur and Kaur (2016), concluded in their research that “the emotional attachment and 

attitudinal brand loyalty is high in luxury fashion purchase” (p. 78). Switzerland, 

especially the Swiss watch-making industry and the ‘Swissness’ in general, have 

historically and rightfully gained the aura of being outstanding.  Therefore, Zurich can 

be seen as a unique retail destination where this specific demand meets an adequate 

supply and vice versa.   

Beside the above-mentioned hedonistic motivations, the matter of availability is 

naturally another aspect that can be linked to this specific social and consequently retail 

environment. By surveying the income class in Zurich, the data provided have shown a 
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considerable difference to those in Basel and in Bern. Specifically, the high-income 

class 7-9 makes up 27%, thus 9% higher than in Basel and Bern. This is fundamentally 

different. Since the middle-income class 3-6 with 37% is also rather high, it is obvious 

the 17% of the low-income class 1-3 are the lowest among observed cities. 

Correspondingly to Basel and Bern the demographic structure illustrated by Figure 14 

shows equal proportions related to gender distribution.  

 

Figure 14: Qualitative Frequencies Proportions of Males & Females, within analysed Areas ‘Total’ and 

with the Purpose ‘Shopping’. Source: Senozon  

Within the observed areas of Bahnhofstrasse and Oberdorf, there have been 56% males 

and 44% females. Almost the exact opposite split has been found in the category 

‘shopping’. This split is also in concordance with distribution within the two other 

analysed areas. In conjunction with its size and the consumer potential described above, 

Zurich has a naturally greater retail market that is distributed across and outside the city. 

Due to this spatial scattering, each submarket has its respective and unique features. The 

1A location in the city is Bahnhofstrasse. There are various 1B locations, however from 

the national and international retail perspective, Rennweg is understood to be the 

alternative to prime, hence 1B location. Additionally, Rennweg is situated parallel to the 

middle part of Bahnhofstrasse. Further alternatives to prime are Strehlgasse, 

Storchengasse and number of side streets to Bahnhofstrasse. On the other bank of the 

Limmat river that splits the old town of Zurich, is Niederdorf with its vibrant mixture of 

restaurants and urban retail concepts. Similarly important are both of Zurich’s shopping 

centres Sihlcity and Glattzentrum. Whereas Sihlcity is perceived as a ‘city’ centre, 

Glattzentrum is perceived as the best shopping centre in the country. The airport and the 

main train station in Zurich are also not to be overlooked. Both have long established 

strong positions on the retail market, primarily the train station with its 126 units located 
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right at the beginning of Bahnhofstrasse which present a noticeable challenge for high 

street. 

Since our principal focus are OCRs and their function as an indicator for retail location 

rating, we wanted to include after 1A and 1B an additional retail area with a different 

classification. We strived to analyse to what extent OCR is eventually applicable on 

retail locations with various statuses and levels of development. We therefore decided to 

analyse Oberdorf. This is a Location detached from the prime, hence clean of any 

synergy effects such a proximity creates. Oberdorf has been increasingly targeted by 

national as well as international brands over the past 3-4 years. Thus, understanding the 

rationale behind this current evolution and the impact it possibly has on this retail 

environment was yet another motivation to direct our focus further away from 

Bahnhofstrasse. At first this non-homogenous market in Oberdorf consists of 

Oberdorfstrasse and Schifflände. We are nonetheless of the opinion that both these 

streets share the same spatial characteristics. The recent advancement and brands 

composition have shown tendencies towards similar customer groups. Both streets were 

therefore researched simultaneously and the results merged into one. 

3.4.1 Areas of the Research: Bahnhofstrasse 

Bahnhofstrasse with its 1,200 m is not only a shopping street with total surface of 

approximately 140,000 sq m and 129 retail units, it is also Zurich’s showcase for up to 

100,000 pedestrians that cross this street every day. For over 150 years Bahnhofstrasse 

has been also a source of endless arguments and discussions, part of Zurich’s history 

and from a retail perspective certainly a place where globalisation is challenged by 

traditionalistic paradigm. In reality the process of globalisation was commented on 

already more than eighty years ago (Mauch, 2015; cit. in Huber, 2018, p. 7). The street 

is situated in the heart of the city, between the main train station and the Lake of Zurich. 

With its boulevard character and dense public transport network with tram stops every 

350m, the street is characterised by high frequencies and walkability. Bahnhofstrasse 

can be divided into three parts, based on the category positioning of particular brands. 

The mass-market area is located between the train station and middle part of the street 

up to Uraniastrasse. The middle part stretches between Uraniastrasse to Paradeplatz and 

is defined by up-market brands and to some extent also premium retailers. The last bit 

of Bahnhofstrasse that flows from Paradeplatz towards the Lake Zurich is perceived as 

prime, hence host not only luxury brands but also the prime rental levels on 

Bahnhofstrasse.  
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Figure 14 illustrates the distribution of segments on Bahnhofstrasse. The dominant 

position of fashion with 34% is not surprising.  In this context all of the observed cities 

share the same pattern. Hence it is not surprising that fashion is followed by jewellery 

and watches. What does stand out, however, is the proportion of this segment. With 

27% it is by far the highest compared to Basels’s 12% and Bern’s 11%. This split 

confirms the previously suggested demand for goods from this category.   

 

Figure 15: Respective Proportion of Retail Segments on Bahnhofstrasse  

Since all segments in this premium category are known to operate with higher margins, 

particularly the above mentioned segments, they are also able to operate their business 

with higher OCR ratios than other conventional segments. Therefore, their readiness to 

pay the highest rents among all the observed streets corresponds with previously cited 

O’Roarty et al., (1997, p. 129) where the ratio between the rent and the turnover (OCR), 

and not the passing rent, is the determinant of the performance as well as the 

sustainability of such a business model.  

The figures in Table 8 are showing equal OCR medians of 12% for each section of 

Bahnhofstrasse beside the pure luxury area. The reason for the former is continuous 

growth of the luxury area as supply responds to increasing demand for luxury goods. 

Since the supply of available stores within the luxury area is limited, the prime brands 

are also addressing the up-market part of the street. The reason for the latter is to be 

linked to the positioning of the brands and previously stated ability of these brands to 

sustain higher OCR levels.  



  37 
 

 

Table 8: Bahnhofstrasse: Analysis of the Street, including Street’s OCRs  

The status and the origin do not differ significantly to those in Basel and Bern. The 

main difference can be observed in previously stressed positioning. The mass-market 

segment is considerably smaller compared to those in Basel and Bern with 52% and 

68% respectively. The higher level in Bern can be associated with the absence of luxury 

segment on 1A. It can be concluded that it is essential for retailers to select the 

environment that represents the positioning of their brand. The reasons are twofold. It is 

firstly the appropriate tenant mix and competitors that generate the same group of 

customers. Secondly, the OCR levels seem to be higher in the premium part of the 

street. Some retailers should theoretically re-evaluate the generic assumption related to 

frequencies as the foremost criterium for location selection respective of the success of 

their business model. Especially on Bahnhofstrasse, such a misjudgement is associated 

with high rental costs.  

3.4.2 Areas of the Research: Oberdorf (Oberdorfstrasse, Schifflände) 

Oberdorf is part of the Bellevue area, an affluent society crossroad between culture, 

leisure, tourism, working and living. Due to its highly frequented public transport 

junction, historic neighbourhood and its poetic intellectual character, Oberdorf has been 

recently discovered by numerous international brands. Their primary motivation is 

presumably the avoidance of the pricy consumption areas and a shift towards more 

personalised urban environment, with the potential to capitalise on the constantly 

growing customers base. The retail in Oberdorf is located primarily on the 

Oberdorfstrasse and Schifflände. Oberdorfstrasse is approximately 260 m long. 
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Schifflände, with its ‘piazza’ character, is approximately 230 m long. Figure 16 

illustrates the tenant composition jointly in both areas.  

 

Figure 16: Respective Proportion of Retail Segments on Oberdorfstrasse/Schifflände 

The leader, F&B segment is not surprising for secondary retail locations; however, it is 

the only street where the proportion exceeds 20%. Furthermore, unlike in Basel and 

Bern, F&B are not followed by fashion but rather by home & accessories with 18%. 

This corresponds with previously mentioned recent evolution of the street, where the 

positioning of the street is in the process of defining its retail status. The most recent 

transactions are showing a shift towards international footprint with a chain status 

represented mainly by fashion segment. These are replacing traditional local labels and 

galleries and/or antique stores. Table 9 shows a low level of international status with 

26% as on similar to Gerbergasse’s 24%. Nonetheless, contrary to Neuengasse and 

Gerbergasse, a strong up-market segment with 32% can be found in the Oberdorf retail 

market. This segment is represented not only by fashion, but also for instance by 

galleries, which cannot be found on 1B in Basel nor in Bern. The vacancy status is also 

in the highest in Oberdorf. In some cases, a renovation is currently taking a place, hence 

this status will change shortly. Although this attribute also confirm the status of 1B-1C 

location. 
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Table 9: Oberdorfstrasse/Schifflände: Analysis of the Street, including Street’s OCRs  

The most significant difference to both 1B streets and to all observed streets in general 

is the median OCR level of 8%. This is considerably lower compared to 10% in Basel 

and 12% in Bern. Since our observations, the OCRs are based on the segment itself 

only, the OCRs can be perceived as a certain indicator of a location status. By observing 

the results of qualitative frequencies shown in Table 3, it can be seen that with 5,862 on 

average, these are higher than those in Basel’s 1B Gerbergasse with 5,625. Hence 

theoretically both of these locations are providing similar potential, however at 

significantly lower costs in the case of the Oberdorf area.  

3.5 Summary attributes analysis  

We could identify fundamental differences in regard to the quantitative and qualitative 

frequencies presented in Table 3 as well as in income classes. The highest average 

frequencies on 1A can be found in Bern, followed by Zurich and Basel. Bern shows also 

the highest average frequencies within secondary retail areas, followed by Basel and 

Zurich. In Zurich, higher qualitative frequencies than those in Basel can be found. This 

is true despite the fact that the observed secondary location in Zurich is classified as 1B-

1C.  The Table in Appendix V provides the summarised overview of income classes, 

which we have discussed individually for each city in the previous chapter. Based on 

this overview, the highest total purchase power within the observed qualitative 

frequencies samples can be found in Zurich followed by Bern and Basel. On the other 

hand, no significant difference has been found in regard to gender. Figure 14 shows an 

almost equal split of qualitative frequencies between male and female in all observed 

retail areas. Males exceed the 50 per-centile with 56% in Zurich, followed by 55% in 

Bern and 54% in Basel. An inverse situation occurs by analysing the special purpose 
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shopping. In this case, women dominate this category with 56% in Basel, followed by 

55% in Bern and 54% in Zurich. The OCR results have been further investigated in the 

Chapter 4, where we also tested the relationship between observed attributes (qualitative 

and quantitative frequencies) and OCRs.  

4 Findings related to OCR 

The aim of this chapter is to provide the findings related to OCRs as well as the results 

of the correlation analysis. In conclusion, a simple rating schema of a retail location, 

based on OCR and frequencies, has been developed. This schema reflects the outcomes 

of the analysis and corresponds with the strength of the results achieved.  

4.1 Summarised comparison of OCRs  

The individual results presented in the Chapter 3 have shown significant differences in 

the retail environment of each observed city. The spatial localisation and analysed 

attributes do indeed affect the ‘distance’ between the potential of each particular market, 

regardless of the relatively small absolute distance between Basel, Bern and Zurich. 

Hence, we would expect these differences to be incorporated in the tenant’s 

composition pattern of each individual retail market. Our research however revealed 

that this is not the case, specifically in regard to 1A locations. Figure 17 illustrates 

minimum differences between the OCR medians in Basel, Bern and Zurich.  

 

Figure 17: OCR’s Median and Mean on observed 1A Locations  

This is not so surprising if we consider the level of internationalisation and positioning 

of those 1A streets. As stipulated by Alexander and Myers (2000), in the first stage of 

international expansion the retailers are targeting “markets with a similar level of socio-
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economic development and thus exert similar pressures for concept and technological 

development” (p. 344). Therefore it can be assumed that while expanding on the given 

market, they also pursue those ‘local’ socio-economic development similarities simply 

by following their competitors that are targeting the same type of consumers. By 

definition 1A locations in the main cities are usually the primary targets as the highest 

potential is naturally associated not only with the size of the market but rather with the 

highest rents and frequencies (Floor, 2009, p. 58). The frequencies indicators as well as 

purchasing power within the observed sample confirms the suggestion that the absolute 

size of the market is relative.  

On the contrary, the analysed 1B, 1B-1C locations show less predictable retailer 

composition. Figure 18 shows considerable differences between observed cities and 

implies the certain ‘quality’ of a given market.  

 

Figure 18: OCR’s Median and Mean on observed 1B – 1C Locations  

We could theoretically use the frequencies to explain the different OCR levels; 

however, as we will demonstrate later in this chapter, the correlation between those two 

attributes was not statistically significant. As we have previously mentioned, the OCR’s 

medians are defined by the retailer segments. Thus, what these results suggest is the 

tenant composition and positioning of each particular retail area. These OCRs are also 

indirectly verifying the classification of the location.  

4.2 Correlation analysis of OCRs and frequencies 

The Pearson correlation coefficient has been used to provide the degree of linear 

association between observed variables. As stated by Taylor (1990) the degree of 



  42 
 

correlation is usually defined as follows: r £ 0.35, weak correlation; r between 0.36 to 

0.67, moderate correlation; r between 0.68 to 1.0, strong correlation, (p. 37). The 

significance criterion used for this two-tailed analysis is the following: p £ 0.05, 

moderate significance; p £ 0.01, strong significance, (Cohen, 1992, p. 156). The 

association between OCR and quantitative / qualitative frequencies as well association 

between both frequencies have been analysed. The analysis has been conducted 

separately for 1A and 1B, 1B-1C locations. The detailed correlation analysis can be 

found in Appendix VII. 

4.2.1 1A Locations (Basel, Bern, Zurich)  

The strongest correlation between OCR and qualitative frequencies (r = -.410) has been 

found in Basel on Freie Strasse. The correlation between those attributes is on the 0.01 

level strongly significant. The Table 10 presents these results along with those in Basel 

and Bern.  

 

Table 10: Correlation Matrix for 1A Locations - Two Tailed Significance Criterion; *p£0.05, moderate 

Significance; **p£0.01, strong Significance; p>0.10, no Significance 

Theoretically, with increasing OCR, the quantitative frequencies are decreasing within 

the observed area. This can be particularly true for luxury brands from fashion and 

jewellery & watch segments, as they are not depended on the amount of frequencies but 

rather their quality. However, at the same time they need to be located on prime 

locations, since attributes such as image and purchase power along with accessibility 

and presence of brands from the luxury segment are fundamental for their success 

(Arrigo, 2015, p. 527 – 530). Therefore it could be assumed that the reason we did not 
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establish such a correlation in Bern is due to the absence of the luxury segment. 

Although this is not the case for Bahnhofstrasse, which on the contrary has the largest 

luxury area among all observed 1A locations. Table 10 presents a similarly negative 

correlation (r = -.134) for qualitative frequencies and (r = -.150) for quantitative 

frequencies on Bahnhofstrasse. Nevertheless, the level of significance for both is 

p>0.10. Thus, this correlation occurred rather by chance. No correlations have been 

found between OCR and quantitative frequencies, aside from in Zurich. The expected 

correlation between the two types of frequencies observed has been confirmed on all 1A 

locations where the strongest positive relationship could have been established in Bern 

(r = .639) and in Zurich (r = .582) with strong two-tailed significance on the 0.01 level. 

Basel (r = .253) shows moderate two-tailed significance on the 0.05 level.  

4.2.2 1B Locations (Basel, Bern, Zurich)  

Unlike in the case of 1A locations, no correlation between OCR and frequencies could 

be identified on 1B, 1B-1C locations. There are similar tendencies with negative 

correlation (r = -.179) in Bern and (r = -.196) in Zurich in regard to quantitative 

frequencies. Results for OCRs and quantitative frequencies either do not show strong 

correlations or lack significance. Nonetheless the significance level for both is p>0.10, 

hence not significant. On the contrary, Gerbergasse in Basel shows a positive 

correlation between OCR and quantitative frequencies (r = .238). Although also in this 

case (p 0.67) is higher than p>0.05, hence not significant. The explanation most likely 

lies in the less structured segment distribution on all observed secondary retail areas; 

therefore no common patter could be allocated. This can be also seen as an additional 

justification of the secondary status these locations pose. Similarly to 1A locations, 

positive correlation has been found between both frequencies in Bern and Zurich: (r = 

.692) and (r = 562) respectively, both statistically significant on the 0.01 level. Such a 

relationship was not found only in Basel on Gerbergasse where the negative correlation 

(r = -.137) was not significant. Table 11 presents the results for 1B, 1B-1C locations.  
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Table 11: Correlation matrix for 1B, 1B-1C Locations - Two Tailed Significance Criterion; *p£0.05, 

moderate Significance; **p£0.01, strong Significance; p>0.10, no Significance 

4.3 Summary correlation analysis 

The conditional term we have used to describe the results has its foundation in the data 

available for this analysis. Firstly, it is only on Bahnhofstrasse where the OCR sample is 

greater than 100 observations. In particular, secondary locations are providing only 

limited OCR sample data. Secondly, the OCRs themselves are furthermore represented 

by derived medians, hence in the substance by aggregated data. Moreover, the same 

stands also for frequencies, where aggregated data for quantitative as well as qualitative 

frequencies have been used. Since the results do not show consistency across all 

observed retail areas, we tend to be rather vigilant in conclusive statements. 

Nevertheless, the aim of this thesis was to analyse the OCR levels and how they relate 

to various attributes. OCRs are suggesting a ‘trend’ hence theoretically also the ‘health’ 

of the retail area. Since OCRs are determined by the performance of each 

business/segment, they are a vivid indicator of the relationship between the output and 

all the attributes that this output directly influences. In addition, we believe that OCRs 

can be a useful tool for classification of a given retail location. As we will demonstrate, 

OCRs with frequencies can be used as a simple rating schema that determines the actual 

importance or ‘weight’ of frequencies for each segment, based on the existing 

distribution of segments within an observed retail area.  
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4.4 OCR Rating Schema 

As described above, we believe that 1A locations share similar OCR patterns, which are 

above all determined by the tenants with a given level of internationalisation. Similarly, 

1B-1C locations are showing common characteristics, specific for their location status. 

Therefore, for the purpose of the rating schema and in order to gain a greater sample, we 

have standardised both qualitative and quantitative frequencies data individually for 1A 

and 1B-1C locations. We have then drawn a mean separately for quantitative and 

qualitative frequencies and assigned it to each particular OCR level on observed retail 

areas. The same method has been applied for secondary locations. The Table in 

Appendix VIII illustrates this approach in detail. We have herewith gained a generalised 

overview of the relationship between each particular OCR level and the observed 

frequencies. In other words, the weight of importance of frequencies for a given 

segment, which is derived from the actual positioning on high street. Figure 19 

distinctly presents those weights.   

 

Figure 19: OCRs with their standardised Quantitative and Qualitative Frequencies Means on observed 1A 

Locations in Basel, Bern and Zurich. Weight; 1 = highest Frequencies; 0 = lowest Frequencies  

By analysing the results, we can see that segments with low OCR, hence segments that 

operate with low margin, are sensitive to high frequencies. Since the OCR level of 6% 

is common for concepts such as convenience stores, it is not surprising that frequencies 

are essential for these retailers. Similarly for segments with electronics, high 

frequencies, and especially the qualitative frequencies, are of fundamental importance. 

It can be also concluded that as the OCR rises, the importance of frequencies decreases. 

This is again in line with the common understanding that retailers with higher OCRs, 

hence concepts with higher margins are less dependant on spontaneous purchases and 

have rather ‘destination’ character. For these brands, mainly in premium segments 

(luxury fashion, jewellery & watch), qualitative frequencies are of greater importance. 
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This trend is apparent in the sharp growth of qualitative frequencies. Important 

observations can be made with Fashion OCR (14.5%), where the tendencies of falling 

importance of frequencies are evident; albeit as of some level of threshold quantitative 

frequencies gain again on importance. This is the case for concepts such as for instance 

confiserie. By assuming that OCR used for the course of this thesis reflect the actual 

situation on the market, we can use these findings as an indicator for location rating. 

Primarily, we have to distinguish between the positioning within a given segment, for 

instance a luxury fashion retailer does not operate with the same margins as a mass-

market retailer. The median across the fashion industry is 14.5%. In our survey, some 

mass-market retailers were indicating OCRs of 30%. They have also named the 

frequencies as the most important attribute for location selection. Considering the 

weight for quantitative frequencies of 0.59 and 0.69 for qualitative frequencies with a 

mean of those two of 0.64 in the Fashion industry where the OCR level is 14.5%, we 

can suggest that focusing on prime locations with the highest frequencies, hence the 

highest rent, is not always the appropriate strategy. Since we know that the OCR is a 

proportion between the rent and the turnover it can be concluded that the fashion 

retailers (mass-market) inappropriately emphasise locations with high frequencies 

which they are not able to capitalise on. The same rationale is also applicable for other 

segments. Looking at the OCR benchmarks of 12%, we can theoretically raise the 

question whether 1B location would be more appropriate locations.  

The secondary locations we have observed do not significantly differ in frequencies and 

have less decisive attributes. One significant drawback of 1B location certainly is the 

tenant mix needed to attract required consumers groups. The analysis of secondary 

locations is illustrated by Figure 20.  

 

Figure 20: OCRs with their standardised Quantitative and Qualitative Frequencies Means on observed 

1B-1C Locations in Basel, Bern and Zurich. Weight; 1 = highest Frequencies; 0 = lowest Frequencies  
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The concepts with low OCR are generally located within areas with high qualitative 

frequencies. This is due to the nature of the segment. The OCRs between 5–6% are 

represented in secondary locations for instance by galleries and convenience stores with 

a niche character or by florists. Hence destination concepts where targeted frequencies 

are essential, as the purchases are determined, thus with a low degree of spontaneity. 

The exponential growth of qualitative frequencies in the category with OCRs 7 – 7.5% 

is related to concepts such as Kiosks and Pharmacies, thus indeed retailers dependent on 

high frequencies. On secondary locations, both these concepts are known to have a 

differentiated offer of specific goods, compared to primary locations. Thus the ‘quality’ 

of frequencies plays an essential role. The Fashion segment on 1B is situated within 

10% OCR range with frequency means of 0.87 and 0.72. These show consistency with 

discussed means for qualitative frequencies of 0.69 and 0.59 for quantitative frequencies 

on 1A. In both street categories, the quality of the footfall prevails over the quantity. 

The concepts with higher OCRs are in our case Confiseries, therefore it is not surprising 

that the importance of frequencies is upward sloping, similarly to 1A locations.   

Considering those observations for 1A and 1B-1C locations and, more importantly, by 

understanding the importance of frequencies for given segments, it can be theoretically 

assumed that by following the traditionalistic expansion theories, the frequencies’ 

benefit to the primary location is overestimated for some retailers. Respectively the 

potential of the secondary locations is neglected in this perspective. This supports our 

assumption that OCRs can be used as a useful simple guidance not only for the 

assessment of a location, but also as an indicator of the potential for a given segment. In 

respect to secondary locations, OCRs further provide guidance regarding the level of 

development in the given area and therefore, to some extent, help to adequately classify 

analysed markets.  

5 Conclusion 

In the course of this thesis we could identify the complexity of the industry that is 

affected and determined by numerous factors. These consist of spatial characteristics of 

the given area and specific demographic nuances. It was not possible with the available 

data to precisely distinguish which one of these has a greater impact on the performance 

of the local retail market. It is indeed a multidimensional environment, where, 

regardless of existing sophisticated mathematical models, the decisive decisions about 

the location selection will often be made based on the rule of thumb (Mendes and 
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Themido, 2004, p. 4). Albeit precisely the complexity of those models prevents their 

standardised use. We believe that OCRs, which practically represent a ratio between the 

supply and demand side, adequately simplify this complex environment into an 

understandable performance indicator.  

It is a common understanding that the primary location is not equally suitable for all 

retailers. The results of our research suggest, that even the traditional ‘1A tenants’ can 

conduct successful and eventually rather sustainable business in a secondary location. 

Our research has nonetheless also shown that it is not an ultimate and globally 

applicable indicator. Our analysis could not establish statistically significant common 

patterns shared by all analysed areas. Detailed understanding of the retail market in a 

given city, with primary data from each retailer across all the segments are of 

importance to gain explanatory results. On the other hand, even with ordinarily 

accessible data, the OCR ratios have proven to be useful as a basic guidance for the 

primary assessment of a retail location. This is particularly truth for high streets.  

Moreover, OCRs also theoretically possess the ability to relativize the importance of 

frequencies. We have developed a simple rating schema that puts into relation 

individual OCR levels with quantitative and qualitative frequencies. We are of the 

opinion that understanding each segment’s OCR, along with appropriate positioning on 

high street, can improve not only the capability of tenants to maximise their conversion 

ratios, yet also help the property owners to allocate the most efficient economical use of 

their properties. This is an approach that has been already adopted by shopping centres 

(Ramsey, 1994, p. 505). To achieve this, a great degree of transparency on the demand 

and on the supply side, with the coordinated effort of both is required. What may today 

sound like a cliché can, with the pace of change, become a necessity in the near future.   

5.1 Discussion  

This thesis observed three primary locations and an equal number of secondary retail 

locations in the German speaking part of Switzerland. A true comparison can be made 

only between two 1A and 1B locations (Basel, Bern). This is due to the status of both 

observed streets in Zurich: Bahnhofstrasse’s global status puts it in a class of its own 

and the area in Oberdorf bears a classification of 1B-1C. Hence by considering the size 

of the retail market, it is a sample without a statically representative character.  

Moreover, to adequately reflect the particular complexity of the Swiss multicultural 

environment, cities from the French and Italian speaking part of Switzerland would 
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have to be included. Our research has, to some extent, proven the capability of OCR as 

a determinant for location classification and its usefulness as a basic rating schema in 

conjunction with quantitative and qualitative frequencies. Nevertheless, the aggregated 

form of available data has shown to be the main shortcoming of this thesis. These have 

prohibited us from identifying a strong relationship between observed attributes and 

OCRs. Similarly, the OCRs in its aggregated form have further relativized the definite 

applicability of the results. Thus, the outcome of this thesis has rather only a general 

character.  

Although it can be concluded that even mentioned limited secondary data along with 

achieved statistical significance of results on 1A have pointed out the information 

potential the OCR ratio might have in its raw form.  

5.2 Prospects 

Throughout this thesis we have stressed the fundamental changes the retail industry is 

currently undergoing. We assume that it is not a part of a cycle that each industry is 

facing from time to time. The changes are rather of an essential nature and affect the 

way retailing will be done in the future. OCRs surely inherently bear essential 

information about the performance of every single retailer, regardless where the 

business takes place. Hence based on the results of this research it can be recommended 

to conduct a deeper analysis of retailers’ costs and turnover ratio. Primary data of a 

greater sample are of essential importance in order to achieve results with solid 

fundamentals.  

Due to the complexity of each local retail market, it can be further suggested to enlarge 

the research area and to include secondary cities. It is furthermore crucial to distinguish 

between each segment and the actual positioning. There are considerable differences 

between the segments and their business models. With the continuous shift towards 

omnichannel operations, influencing attributes such as accessibility for consumers and 

logistic related challenges are gaining paramount attention. In addition, convenience and 

personification will define the retail landscape in the future. How these attributes can be 

quantified has yet to be evaluated. Same attributes are then differently important to each 

segment. With large samples of primary data, a multivariate regression model can be 

built around these variables, in order to gain a deeper understanding of how they affect a 

population’s performance, thus the OCR of each retailer. Retail represents a 

phenomenon that has traditionally attracted a great deal of attention from various 

members across our society. We believe that by nature retail will continue to play a 
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significant role not only in economic terms, but also as a social element that provokes 

human interaction, thus shapes the physical world we are living in. The relevance of 

further research can herewith be justified.  
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Appendix I: Model Senozon ‘Mobilitätsmodell’, (Senozon, 2017) 

 

Source: (Senozon, 2019) 
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Appendix II: OCR Surveys - Results Retailers/Experts 
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Appendix III: Analysed Streets with Tenant Mix 

Basel, Freie Strasse 
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Basel, Gerbergasse 

 

 

 

 

 

 



  63 

 

Bern, Spitalgasse / Marktgasse  
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Bern, Neuengasse 
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Zurich, Bahnhofstrasse 
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Zurich, Oberdorf 
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Appendix IV: Researched Areas with Qualitative Frequencies - Basel, Bern, Zurich, (Senozon, 2019) 

Basel (‘Passanten’ = Qualitative Frequencies,  Freie Strasse / Gerbergasse)  

 

Source: (Senozon, 2019) 
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Bern (‘Passanten’ = Qualitative Frequencies, Spitalgasse - Marktgasse / Neuengase)  

 

Source: (Senozon, 2019) 
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Zurich (‘Passanten’ = Qualitative Frequencies, Bahnhofstrasse / Oberdorf)  

 

Source: (Senozon, 2019) 
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Appendix V: Income Classes - Overview for Observed Areas  

 

Income Class: Mikrozensus (F20601A) 
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Appendix VI: Survey Results ‘Retailers’ - Determinants for a Quality of a Location 

Summary: ‘all Criteria’ 

 

Summary: Criterion ‘very important’  
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Appendix VII: Correlation Analysis 

1A Locations 
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1B Locations 

Basel, Gerbergasse 

 

Bern, Neuengasse 

 

Zurich, Oberdorf 
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Appendix VIII: Standardised Frequencies with respective OCRs 
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