





Understanding the District’s Grocery Gap

Even with planned grocery retail development in the District, sales leakage will remain high.

Sales leakage reflects the gap between available retail within a
neighborhood and the retail spending of neighborhood residents. Because
people do not always move within neighborhood boundaries, leakage is also
measured as the gap between available retail within a 2-mile buffer of a
census block group center and the retail spending of the people residing within
that same area.

FUTURE UNMET DEMAND

Taking into account planned development of additional grocery retail slated
for completion by 2012 in the District, and using current population estimates,
grocery leakage is projected to remain high — at roughly $116 million. In this
scenario, grocery leakage in Wards 1 ($20 million) and 4 ($64 million) will
remain high, while grocery leakage in Wards 5 ($23 million), 7 ($46 million)
and 8 ($28 million) will show relatively little change.

CHART 1: 2008 VS. 2012 GROCERY LEAKAGE (IN MILLIONS)
BY WARD
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Map 11. Estimated Grocery
Leakage with 2-Mile Buffer for
Census Block Group

Above: Grocery sales leakage calculated by creating a two-mile buffer
around each census block group; and subtracting annual sales revenues of full-
service grocers within the buffer from residents’ aggregate annual grocery
expenditures in the same area.
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Inside the Gap:The District’s Food Deserts

Large areas of the District can be characterized as food deserts.
Residents of food deserts in the District have access to fewer square feet of grocery retail than the District average,
and /or must walk more than 15 minutes to reach the nearest full-service grocery store.

Map 12. Food Deserts Based on
Current Sq. Ft. of Full-Service
Grocery Available (2008)

Food Deserts

CURRENT:SQFT per person Less than City Average
[] DC Ward Boundaries
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Map 13. Food Deserts Based on
Walk Time from Current
Full-Service Grocers (2008)
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Inside the Gap:The District’s Food Deserts

Grocery sales leakage can also indicate food deserts.
Food deserts can be defined as areas where grocery retail sales do not satisfy the demands of the area residents.
By this definition, large swaths of the District are classified as food deserts (Map 14 and 15).

Map 14. Food Deserts Based on
Grocery Leakage
by Census Block Group

Food Deserts

[]1 bC Ward Boundaries
Leakage by Block Group Higher than City Average
City

Map 15. Food Deserts Based on
Grocery Leakage
within 2 mi. of Block Group

Food Deserts

Leakage within 2 mi of Block Group-higher than City Average
[ DC Ward Boundaries
Metro Area selection
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Inside the Gap:The District’s Food Deserts

In the absence of full-service grocery stores, corner stores and convenience stores fill the grocery gap.

Residents of food deserts who cannot travel to full-service grocers — because
they are unable to walk a long distance or lack alternate modes of
transportation — may have to rely on corner and convenience stores. These
limited-service stores generally lack a supply of foods sufficient for consumers
to access a healthy diet.

Map 16 illustrates the grocery sources available in the District.

TABLE 4: District Residents Living in Food Deserts

0
DEFINITION NUMBER OF PEOPLE % OF TO:Q: DISTRICT
Distance to a grocer 252,928 41.9%
Walktime 281,519 46.7%
Grocery sq. ft. 299,911 49.7%
Leakage 523,182 86.7%

By any definition, a substantial proportion of District residents live in food
deserts.
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Map 16. Full-Service Grocers, Limited
Service Grocers and Convenience
Stores

¥ Full Grocers-DC

¢ Convenience Stores
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Inside the Gap: Stores Accepting Nutrition Program Benefits

For low-income District residents, stores’ acceptance of food stamps and WIC is another aspect of
access to affordable healthy groceries.

The Food Stamp and WIC (Women, Infants and Children) Programs are effective in boosting low-income consumers’ grocery buying power and stimulating the
local economy. Research suggests that every $1 in food stamp benefits generates $1.71 in local economic activity. In the Fiscal Year 2007, 86,515 District
residents participated in food stamps and 15,190 participated in WIC. These two programs brought $103,950,879 and $11,866,707, respectively, in federal

funds into the city.

Access to full-service grocers that accept food stamp benefits (via Electronic Benefit Transfer) and WIC coupons is particularly important for low-income residents.
However, not all full-service grocers are authorized to accept both food stamp and/or WIC benefits.

Map 17. Full-service Grocers
Accepting DC WIC
within 2 miles of city

e Grocers with WIC - within 2 miles of City
[] DC Ward Boundaries

Map 18. Full-service Grocers
Accepting Food Stamps

Grocers with FSP - Within City
[] DC Ward Boundaries
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Opportunity to Close the Gap: Attracting Grocery Retail

Closing the District’s grocery gap is a complex proposition

CONSIDERATIONS IN GROCERY STORE DEVELOPMENT

The previous sections have provided a picture of unmet demand for grocery
retail in the District and the disparity in access to grocery retail among the
District’'s Wards. When considering whether to locate in an urban areq,
grocers consider a number of factors related to the market and to the physical
environment around a potential site.

This section outlines a retailer’s or developer’s process to determine where to
locate new stores. A 2008 survey of retailers by Social Compact and the
International Council of Shopping Centers (ICSC) revealed much about the
process of selecting urban sites for new grocery stores — the grocery industry
understands well the investment potential and complexities of urban
markets. According to surveyed retailers, evaluation of a potential site does
not concentrate on a one-time snapshot of a particular neighborhood; rather it
incorporates analysis of historic trends, current numbers, and projections of the
future population.

The insights from the survey, as well as independent research by Social
Compact and D.C. Hunger Solutions, indicate that the following factors drive
grocery retail development:

Market Analysis

The number one decision-driver for a grocer considering a new location in an
urban neighborhood is a combination of population and income density within
a potential trade area (the geographic area from which a store draws
customers). Generally, the trade area for a large grocery store in an urban
environment is a one- to two-mile radius of the store. Trade areas vary by city
based on factors such as population density, transportation, physical barriers,
etc.

A grocer’s site selection process begins with an analysis of market information,
including population density and income density, at the neighborhood and
Census block group levels to calculate average household grocery
expenditures within the potential trade area. Based on this analysis, the grocer
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determines projected sales for the potential store and compares projected
sales to projected operating costs (including labor, rent, utilities, security, and
other expenses).

Some retailers measure grocery demand as a ratio of retail space to
population. As discussed earlier in this report, a trade area is considered
underserved when the available grocery store space is less than 3 square feet
per person.

A grocer also assesses how resident expenditures within the trade area may
be impacted by factors such as presence of competitors, transportation, social
characteristics (e.g., homeownership and average household size), and
barriers (e.g., real or perceived boundaries and availability of a feasible
location). Other factors, such as available parking, traffic counts, and crime,
vary by city, but are often less important.

Competition

Market competition is another fundamental factor for grocers site-selection
process. When assessing competition, a grocer will generally consider the
presence of other grocery retailers within a three-mile radius. The most
significant competition for large supermarkets are other full-service
supermarkets and large discount stores, such as Target and Wal-Mart
“superstores.” Grocers take into account the presence of mini-marts, drug
stores, and convenience stores, but do not consider them major competitors. The
performance of competing stores in a particular neighborhood is a critical
indicator of market strength.

Government Incentives

While grocers considering urban locations also take into account government
incentives, grocers surveyed by Social Compact and ICSC reported that most
government incentives intended to make sites in underserved areas more
attractive have little influence on their site selection process: most available
incentives subsidize a very small, and in many cases, insignificant amount of a
grocery store’s expenses. For instance, some incentive programs involve
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Opportunity to Close the Gap: Attracting Grocery Retail

subsidizing rent, property taxes, or other land use costs. However, one survey
respondent reported that rent comprises just 2% of a grocer’s fixed costs.
According to the Food Marketing Institute, the median rent cost is only 1.7% of
store sales. Grocery providers also observed that government incentives are
likely to come with restrictions and complicated rules.

Nevertheless, land acquisition can be a significant barrier to retail
development in urban areas; favorable zoning rules and streamlined
permitting and approval processes can help draw in retailers. Additionally,
city efforts to generate pedestrian traffic and to design public transportation
routes that facilitate access to new stores are incentives that are likely to be
attractive to grocers and can encourage new private investments.

Store Type

Respondents to Social Compact and ICSC'’s survey reported that establishing a
new store in an urban area is a more complicated process for grocery
providers than for other retailers due to certain industry characteristics, such as
the sale of perishable goods. The sales volumes of grocery stores, particularly
in lower-income areas, do not necessarily translate to profit; stores with high
customer traffic are not always economically viable. The bulk of low-income
shoppers’ grocery purchases tend to be items with small profit margins
including necessities such as milk, bread, fresh produce, and basic ingredients
used to prepare meals at home. Higher-margin items, like prepared foods and
gourmet cheeses, are typically purchased by higher-income consumers.

“People buy a lot of items, but not the products that have
profit margins. ... In suburban areas people tend to have
higher incomes and take home a basket of products that
contains products with higher profit margins.”

— Grocery retail survey respondent

Indeed, after a grocer decides to locate in a new site, market size (population
density) and market strength (income density) also influence the type and size
of store likely to succeed in a given trade area. Specialty grocers will look for
a concentration of a specific type of customer (e.g., college graduates or home
owners). Likewise, there are grocers that specialize in offering products at
relatively low prices so that they can successfully attract low-income consumers.

Copyright © Social Compact, Inc. and D.C. Hunger Solutions 2008

The desires of a community near a potential retail site can sometimes influence
whether a retailer locates there. According to one retailer surveyed, a
significant community organized letter-writing campaign helped persuade that
company to open a full-service store in that community.
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Opportunity to Close the Gap: Attracting Grocery Retail

District neighborhoods boast substantial concentrations of consumers, which could support additional grocery retail.
At 13.8 persons per acre, the District’s density is nearly 9 times higher than that of the Washington metro area.

MARKET SIZE

District neighborhoods are home to larger markets than perceived. Market
size is commonly underestimated in inner-city neighborhoods, because
measurements at the neighborhood level are often outdated or inaccurate.
However, Social Compact's DrillDown compiles multiple municipal and
proprietary data sets, including real estate and consumer credit information to
build enhanced market profiles.

The DrillDown estimates a current population undervalued by Census estimates:
the 2007 DrillDown estimated the District population at 603,238, a difference
of more than 31,000 people (nearly 19,000 households) from the Census
2000, and a difference of nearly 15,000 people from the Census 2007
American Community Survey (ACS) .

At 13.8 persons per acre, population density in District neighborhoods
compares favorably with the greater Washington metro area (the DC-
Arlington-Alexandria MSA), where density is estimated at just 1.4 persons per
acre. In other words, the District’s concentration of consumers is 9 times higher
than the metro area.

The District — including some of the current food desert areas — has sufficient
population density to support additional full-service grocery stores. Wards 1,
6 and 7 all have higher population densities than the District average, at 44.4,
17.5 and 13.9 persons per acre, respectively.

Copyright © Social Compact, Inc. and D.C. Hunger Solutions 2008
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Map 19. Population Density
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Opportunity to Close the Gap: Attracting Grocery Retail

District income density far exceeds that of the Washington metro area.
Higher population density in District neighborhoods, even where average household incomes are lower,
translates into concentrated buying power that surpasses their suburban counterparts.

MARKET STRENGTH

Woashington, D.C. is home to areas with high aggregate household income
density and significant buying power. When aggregated to the neighborhood
level using Social Compact’s DrillDown, higher average household incomes
indicate concentrated buying power greater than previously understood.
DrillDown estimates demonstrate the degree to which outdated Census data
may misrepresent the market size and strength of District neighborhoods.

The DrillDown estimates income density for the city at $452,911 per acre, 8
times higher than the income density of the DC-Arlington-Alexandria MSA
($55,293). The DrillDown aggregate neighborhood income estimates for 2007
exceed Census 2000 numbers by 24%, a difference of more than $3.8 billion.

Furthermore, the DrillDown reveals $1 billion in unrecognized informal income
— just over 5% of the total economy — which contributes additional
untapped spending potential in the District. The informal economy (unregulated
and unreported income) in the Wards most underserved by grocery retail
(Wards 4, 7 and 8) totals about $103.5 million, $64.5 million, and $43
million, respectively. (Informal income is included in the income density
calculation above.)

The DrillDown estimates median household income at $58,000, 20% higher
than the Census 2000 median income.
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Map 20. Income Density
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Opportunity to Close the Gap: Conclusions and Next Steps

This analysis provides a clear picture of the grocery gap that exists in the
District of Columbia. The currently available grocery retail space and sales
leakage figures demonstrate unmet grocery demand; market size and
strength demonstrate sufficient population and income density to support
additional grocery retail in currently underserved areas.

It is encouraging that the District has development plans for additional full-
service grocers between 2009 and 2012. However, even the already-planned
development is not enough to close the grocery gap and will need to be
supplemented with additional grocers in order to mitigate nutrition and health
disparities across the District.

Investing in grocery retail in low-income communities makes good sense for
residents’ health and a community’s economy. For instance, grocery stores
generate foot traffic for nearby businesses, can increase the land values of the
surrounding area, and create much needed jobs for local residents.

POTENTIAL OUTCOMES OF THE GROCERY GAP ANALYSIS

While it is difficult to predict long-term outcomes of Social Compact’s analyses,
previous examples of DrillDown uses in other cities best exemplify the
potential long-term results of the Washington, D.C. Grocery Gap Analysis:

e In Houston, a prominent local developer used 2002 DrillDown findings to
attract retailers to Gulfgate, a 750,000-square foot retail mall, the first
new inner-city construction in Houston in 50 years. Gulfgate Mall tenants
include H.E.B., a local full-service grocer whose Gulfgate location is now
one of the busiest in the city. The center boasts quality retail in an area
previously grossly underserved, has a 100% occupancy rate, and is
credited with creating 2,000 jobs and nearly 250 new condominium units.

e 2004 Cleveland DrillDown findings spurred investments in Arbor Park
Place — one of Cleveland’s most blighted shopping centers in one of the
city’s underserved neighborhoods. Arbor Park Place is anchored by Dave’s
Supermarket and KeyBank.

e In Miami, based on 2007 DrillDown data and discussions with city officials,
Winn-Dixie revamped its store located in Liberty City. The grocer
engaged in: a clean-up and improvement process; hiring of new
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management and general staff; reorganizing of product selection
including the introduction of an organic section; and setting up an on-going
contract with a local cleaner leading to increased store revenues. In March
2008, this same store received a special recognition from the City of
Miami for the service it provides to the community.

BRINGING GROCERY RETAILERS TO THE DISTRICT

Grocery retail attraction should be a centerpiece in the current and future
economic development and community revitalization initiatives. Accordingly,
the District should provide developers and retailers with information on its
existing and planned development efforts (for example, new commercial
development in Anacostia or revitalization programs like the Great Streets
Initiative) which could make sites more attractive to grocery retailers.

As the District works to attract grocery retail, the size and strength of the
market in a potential trade area will also influence the appropriate store type
and size for a particular area. For example, in addition to large-scale
supermarkets, the District should consider seeking grocers that can operate
small-format stores providing full range of products within a smaller trade
area. Most importantly, District government and retail developers must work
with residents of underserved communities to identify the type of store that
would best meet consumers’ needs. District government should also work
directly with retailers to be sure that new grocers understand and are
responsive to low-income communities.

The District should consider establishing a grocery retail working group to
formulate a retail attraction strategy specific to grocery stores. Such a group
would bring together District government, planners, community groups, grocers,
developers, and other stakeholders to focus on grocery retail needs and
opportunities.

Efforts to examine what types of incentives will work best to bring grocers to
specific underserved areas are much-needed. The District should promote
existing incentives (such as the Supermarket Tax Exemption; the Enterprise
Zone program; and the Work Opportunity Tax Credits and workforce
development credits) and consider additional methods to entice grocers to
District locations.
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Opportunity to Close the Gap: Conclusions and Next Steps

As several examples, the District should:

o explore strategies to fast-track the permitting, approval, and certification
process for new grocers;

e explore the creation of a gap financing program similar to Pennsylvania’s
Fresh Food Financing Initiative;

e examine the role of public transportation in District residents’ travel to and
from grocery stores and consider designing transit routes to facilitate
access to full-service grocery stores;

e promote emerging initiatives to create walkable communities and boost
pedestrian traffic around potential grocery sites; and

e address safety concerns around potential sites.

The District’s recently launched Healthy By Design initiative is a commendable
effort. It aims to develop a healthier city by increasing access to healthy food,
primary care facilities, walkable destinations, and recreation opportunities.
The initiative also includes attracting grocery stores a strategy for achieving its
economic development goals.

The resource guide Doing Business in Washington, DC, published by the
Washington, DC Economic Partnership, details tax and other financial
incentives available to businesses in the District.

AREAS OF FUTURE WORK:

ADDRESSING GROCERY QUALITY AND AFFORDABILITY

As stated in the introduction, this analysis is limited to evaluating physical
access to full-service grocery stores. This analysis did not delve into issues of
quality, selection, and price of groceries across the District. However, all of
these factors affect access to an adequate, healthy diet. This section discusses
the need for research and potential work on these elements.

Impact of High Food Costs on Low-income Americans

For years, studies have shown that lower-income consumers are at a
disadvantage regarding the price of groceries. According to the U.S.
Department of Agriculture, the frequency with which lower-income consumers
are charged higher prices for basic goods has increased substantially over
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time, suggesting that today “many lower-income consumers shop in a
completely different economy than the one known to middle- and higher-
income families” (Fellowes, 2007). Some research also has found that full-
service grocery stores in lower-income neighborhoods often sell lower-quality,
less fresh products, and have less variety, than those in wealthier areas.

In the current context of rapidly rising food costs, the Food Research and
Action Center (FRAC) reports that the high cost of food is falling especially
hard on low-income consumers, those already stretching limited budgets and
often finding themselves forced to cut back on grocery spending. According to
the Department of Labor, the cost of food at home rose 7.5% from August
2007 to August 2008. The price of a market basket of the basic foods on
which low-income people rely rose even faster. From August 2007 to August
2008, the cost of the “Thrifty Food Plan” rose 10.5%. The Thrifty Food Plan
(the federal government’s basis for Food Stamp allotments) represents the
least expensive basket of food the government prices — and recommends for
short-term use. The rise in costs for healthier foods (such as lean meats and
vegetables) may be even higher. Over the last two years, prices for healthier
food items have increased 20%, according to researchers at the University of
Washington (“FRAC Facts: The Impact of Rising Food Costs on Low-Income
Americans.” http://www.frac.org/pdf /foodcosts.pdf. Updated September
2008).

The absence of supermarkets in some neighborhoods paired with limited
access to personal transportation places many low-income consumers at a
double-disadvantage. Many “food desert” residents must rely on smaller,
limited-service grocery stores (i.e., corner stores and convenience stores).
Recent research at the national level suggests that an average grocery store in
lower-income, urban neighborhoods is 2.5 times smaller than an average food
store in higher-income neighborhoods (Fellowes, 2007). For a variety of
reasons, these small-scale grocers often charge higher prices for food than
large full-service stores. Furthermore, these smaller grocers often charge
anywhere from 10% to 50% more than larger, suburban supermarkets (Bell &
Burlin 1993; PolicyLink 2005; Short, Guthman & Raskin 2007). Thus, in many
cases, low-income Americans who spend a higher proportion of their income on
groceries than middle- and upper-income people are paying more for lower-
quality food.
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Opportunity to Close the Gap: Conclusions and Next Steps

Price Implications of the Grocery Gap

The quality of grocery store infrastructure, food prices, and store inventory
differ across the District and even within a given neighborhood. Furthermore,
the price of food can show high variation amongst small corner and
convenience stores.

Social Compact conducted two assessments of price and availability in
Woashington, DC: a pilot in the Shaw neighborhood (Wards 1 and 2) in May
2007; and a District-wide pilot in March and April 2008. These analyses
considered both full-service and limited-service grocery stores.

This research, along with D.C. Hunger Solutions’ 2007-2008 inventory surveys
of corner stores in Ward 7 and 8, revealed:

e on average, grocery prices in the District are higher than in the metro
areaq;

e grocery prices differ across the city and prices on average are higher in
lower-income neighborhoods;

e price and selection vary even among stores of the same grocery chain;

e products in full-service grocers are not uniformly less expensive than in
limited-service— certain items may be more costly in full-service grocery
stores; and

e product availability, variety, and quality may decrease in limited-service
grocers.

Future Work

Further research on product price, availability, and quality is necessary to fully
understand grocery access in the District. Such research should focus on
comparisons between higher— and lower-income areas and include
comparisons among different sites operated by the same company. It should
also include comparisons with stores outside the District since many residents
shop in other jurisdictions.
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Future work around grocery retail should address any existing disparities so
all District residents can have reasonable access to high quality full-service
grocers. Government and other stakeholders should work in partnership with
grocery retailers to develop strategies that best meet the needs of dll
communities.
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Grocery Access Analysis Methodology

GROCERY SALES LEAKAGE

Grocery sales leakage is an estimate of unmet demand presented as a dollar amount. The leakage figure is derived by subtracting annual sales revenue of full-
service grocery stores from residents’ annual aggregate expenditures on groceries. Sales leakage expresses the gap between available retail within a
neighborhood and the retail spending of the neighborhood’s residents.

Grocery leakage is calculated by creating a two mile buffer around each census block group and subtracting annual sales revenues from full service grocers within
the buffer from resident aggregate expenditures for the same area. Figures reported by Ward and District are aggregate figures based on block group level
calculations.

GROCERY RETAIL SQUARE FEET PER PERSON

The analysis of grocery square feet per person is an innovative and alternative methodology used to understand food access in a given geography (trade areaq,
neighborhood, ward, or city). This metric serves to observe spatial patterns of available retail and population, identifying “underserved” areas according to an
industry benchmark of 3 square feet per person as an optimal amount of grocery retail space.

“Grocery square feet per person” is calculated as the ratio of the total square footage of each full service grocer to the total population within two miles of that
grocer and is reported as the square feet per capita (per person). Square footage information is derived from Trade Dimensions (A.C.Nielsen). Population numbers
for the DC-Arlington-Alexandria MSA are provided by Claritas, 2008. Population numbers for the District of Columbia are Social Compact’s Washington, DC
DrillDown 2007.

AVERAGE DISTANCE TO FULL-SERVICE GROCERS

The average distance measure represents the average of the distance in miles from each census block group center to the nearest full-service grocery store
(irrespective of neighborhood boundaries). This assessment includes establishments in the study area and up to two miles beyond the study area boundary. In the
case that an establishment is located on or just beyond the block group boundaries, this indicator serves as a more accurate measure of residents’ access to these
services.
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Glossary and Sources

ALL GROCERS: All food retailers (including supermarkets, corner stores, and convenience stores) that sell food for home consumption and preparation based on
listings provided by ESRI Business Analyst, InfoUSA, and/or AC Nielsen. This category does not include restaurants or carry-out establishments.

FULL-SERVICE GROCERS: Food retailers of 20 or more employees or 10,000 square feet that sell food for home consumption and preparation; based on listings
provided by ESRI Business Analyst, InfoUSA, and/or AC Nielsen. This category may include food retailers with less than 20 employees if products from each and all
of the following categories are regularly available: fruits, vegetables, dairy, meat, and breads. This category does not include restaurants or carry-out establish-
ments.

RESIDENT EXPENDITURES: Social Compact’s calculation of residents’ retail expenditures, based on household income, through an analysis of average consumer
spending on goods and services, provided by the most recent Consumer Expenditure Survey (CE). The CE is a national survey conducted by the Bureau of Labor
Statistics (BLS) of the U.S. Department of Labor and administered by the Census Bureau. The CE expenditure categories are then matched to corresponding North
American Industry Classification System (NAICS) codes for existing retail businesses.

ESTIMATED SQUARE FOOT POTENTIAL: The total square feet of retail space that estimated leakage could potentially support based on the International Council
of Shopping Centers’ (ICSC) national estimate of retail revenue per square foot for grocery retailers.
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