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ABSTRACT:

Location selection as a methodological basis for determining the rules and criteria of 
space deployment of production and trade activities represents an important, theoretical-
ly-affirmed framework within the contemporary economics literature, as well as the sub-
ject of careful research in similar scientific disciplines. Location selection also represents 
one of the most important, practical business decisions, especially in logistics manage-
ment. That is precisely the starting point for carrying out the analysis within this paper, 
by which an intention is expressed to determine what are the most important logistics 
factors of object location selection with one specific participant of the supply chain, i.e. 
retail. The entire paper is divided into three parts. Within the first part, a short literature 
review is given concerning the key analysis dealing with location theory. The second part 
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of the paper is dedicated to the analysis of location selection factors of retail objects with 
the focus on logistics aspects. Finally, within the last, third part, an analysis is performed 
of the factor usage of location selection on the precise example of Belgrade retailers. The 
aim of the paper is to check out to what extent are the theoretically recognized logistics 
factors of location selection present in the practical positioning of retail objects within 
the Serbian capital, as well as to determine to what extent there is space for potential 
improvements in this segment of business, by analysing a precise example from practice.

APSTRAKT:

Izbor lokacije kao metodološki osnov za utvrđivanje pravila i kriterijuma prostornog 
razmeštaja proizvodnih i prometnih aktivnosti predstavlja važan, teorijski afirmisan ok-
vir u ekonomskoj literaturi današnjice, kao i predmet pažljivog istraživanja u srodnim 
naučnim disciplinama. Izbor lokacije spada u red i najvažnijih praktičnih poslovnih od-
luka, naročito u upravljanju logistikom. Upravo to je i polazna osnova za sprovođenje 
analize u ovom radu, kojom se želi utvrditi koji su najvažniji logistički faktori odabira 
lokacije objekata kod jednog specifičnog učesnika u lancu snabdevanja, tj. maloprodaje. 
Celokupan rad je podeljen u tri dela. U okviru prve celine, daje se kratak pregled lit-
erature i osvrt na ključna razmatranja o teoriji lokacije. Druga celina rada je posvećena 
analizi faktora izbora lokacije maloprodajnih objekata sa fokusom na logističke aspe-
kte. Konačno, u poslednjem, trećem delu, analizira se primena faktora izbora lokacije 
na konkretnom primeru beogradskih maloprodavaca. Cilj rada jeste da se razmatranjem 
konkretnog primera iz prakse, proveri u kojoj meri su teorijski prepoznati logistički faktori 
odabira lokacije prisutni u praktičnom pozicioniranju maloprodajnih objekata srpske pre-
stonice, kao i da se utvrdi u kojoj meri postoji prostor za eventualna unapređenja u ovom 
segmentu poslovanja.
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1. INTRODUCTION
Location as a starting point for the positioning of any participant within the supply chain, 
plays an important role in their business and process optimization. Location selection 
factors differ significantly depending on the type of company business. For the companies 
dealing with retail, special logistics location selection factors can be identified, regard-
less of the market characteristics and the habits of the buyers of countries where these 
companies do business. The analysis which follows, and that is dedicated to this issue, 
is divided into the theoretical and practical part. Within the theoretical part, the evolution 
of the idea and scholar findings connected to the selection of adequate location is ana-
lysed, as well as key logistics factors for the location selection of retail formats, as specific 
participants within the supply chain. The practical analysis refers to the consideration of 
the degree of fulfilment of theoretically defined location selection factors of retail within 
the Serbian capital from the aspect of advantages obtained by and adequately chosen 
business location.

2. SHORT REVIEW OF LOCATION THEORY DEVELOPMENT
Perceptions within the location theory have changed over time under the influence of nu-
merous factors. The influence of general findings, new scientific disciplines, and especial-
ly the influence of technology, as well as greater production factors mobility and intensive 
exchange of experience and ideas have affected the scale of priority and criteria to change 
rapidly. Also, we need to remember the contemporary requests of the population about 
the necessity of improving the environment, survival culture and the need to preserve the 
balance of the human surroundings. The essence of the new theoretical attitudes within 
the discussion on location of production and sales activities lies in the development of 
different perceptions of location selection and criteria methods. The changes in attitudes 
occur under the influence of new findings on the issues of development problems and 
due to the changes of investment efficiency indicators, especially due to the influence of 
technological progress and technical achievements.3 

From the very beginning of trade, location has been given a special importance. It can 
be said that the location, besides the point of trading, i.e. goods exchanged in one place, 
was also extremely important for other aspects of the human society development. The 
location selection was always carefully considered when establishing institutions impor-
tant for the spiritual development of the society, such as religious objects, cultural-artistic 
objects, squares and other places which in the past had the function of gathering people 
and performing various activities. Regardless of the purpose of the location, the problem 
of location selection was considered complex and was entrusted to wise and scholarly 
individuals who were able to take into account all relevant factors of location selection 
and to choose the best one for the specific purpose.4

3  Min et al. (1998), pp. 1-15.
4  Bhatnagar (2003), pp. 147-170.
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The beginning of the location theory development starts with the research of Alfred We-
ber (1868-1958), who in 1909 published a book entitled „On industry location”. Weber 
made a significant contribution to the development of the model for solving the issue of 
locating heavy industry. He recognized the significance of raw resources for the develop-
ment of production processes, and thus the influence onto the industry location. Weber 
claimed that in order to minimize the transport costs, in some branches of the industry, 
the production plants needed to be placed closer to raw resource sources (for example, 
the steel industry), while in others, the production plants had to be located closer to 
the market, i.e. the consumers. In addition, Weber established a materials index which 
can be calculated by dividing the raw resources weight as an input and the weight of 
end product as the output of the production process. If this index was to take a value 
greater than one, the location of the production plants should be nearer to the source of 
raw materials, and if the index was to take a value lesser than one, the plants should be 
located nearer to the consumers. Weber’s basic outcome is that in the location selection 
of the industrial production, costs are the basic criteria in the decision making process.5

Weber’s  considerations, as well as the assumptions he introduced into his model, re-
semble very much to the research of Johann Heinrich von Thünen in the field of agro-
economics and his paper entitled „The Isolated State in Relation to Agriculture and Po-
litical Economy”, which was created almost one hundred years before. von Thünen is 
considered to be the creator of agricultural geography. He was the first to develop the 
location model of using the agricultural soil out of which numerous economic activity 
space deployment theories were developed. The production development, new technolo-
gies and the decrease of transport costs have influenced the creation of location models 
which do not tend to comply very much to Weber’s principals. By translating his book in 
1929 into English language, he steps out of national frames and attracts the attention of 
researchers in different areas: economists, engineers, mathematicians, geographers, and 
many others who have intensively started to develop different location theories. This book 
has caused a strong incentive for work in the new area and it has initiated very quickly 
the publishing of papers dedicated to the selection of one or multiple locations. With the 
introduction and development of computer techniques, a significant improvement has 
been made in increasing the possibilities of solving location tasks by models, methods 
and algorithms, but also in developing new ones. The settings of location issues has in 
time become more realistic and complex.6

The importance of location theory today has gained a new dimension with the appear-
ance of information technology, globalization and the dominant tendency of big compa-
nies to spread onto new markets, beyond their homeland. New circumstances, which 
have occurred with the transposition and location spreading onto the markets worldwide, 
have also brought about new needs such as international capital flows, quicker and 
more efficient communication and transport, as well as the mobility of workforce. Con-
sequently, in the contemporary period the location theory problem is still very popular in 
a great number of scientific papers and is mostly based on the usage of highly exact and 
complex mathematical models.7 8 

5  Weber (1909), pp. 121-130.
6  von Thünen (1826), pp. 66-69.
7  Hong (2007), pp. 597-609.
8  Liu and Chen (2011), pp. 7901-7908.
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3. LOGISTICS LOCATION SELECTION FACTORS OF RETAIL 
OBJECTS
The location of the retail object assumes a different philosophy compared to location se-
lection for some other entity within the supply chain, for example, the central warehouse. 
Besides the basic logistics factors of adequate location, which we shall discuss in detail 
further on, the key strategic question is how to locate the objects compared to the com-
petition. Namely, „the fundamental decision which managers have to make is whether to 
locate their objects nearer to the competition or as far as possible from them.”9

The location selection for trade objects demands adjustment and optimum space fitting 
of all objects into the complex of the retail network. Among other things, the adjustment 
is also performed from the stand point of achieved income, as well as expenses caused 
by that location. Therefore, the location selection is influenced by many factors. A speci-
ally important characteristic talked about when determining the factors of selecting such 
locations is that in this case the buyer comes personally into the objects and performs a 
purchase which is not the case with for example, warehouses. Here the expressed res-
ponsiveness of the retail and the full adjustment to the buyer demands can fully be seen, 
with the aim to create purchasing pleasentness and to consequently increase sales and 
long term relationship with the buyers.

Certain authors consider an ideal location a place which secures the full difference be-
tween income and costs. Thus, in theory it can often be seen that the ideal location can 
be expressed by the following formula:10

    pcj  = sales price of product j
nD = ∑ (pcj – ncj – tdj) kj ncj = purchasing price of product j (1)
    tclj = the distribution costs of product j
    kj = the amount of sold product j

However, it is known that theory has not much usage in practice when it comes to cases 
like this, where it is needed to adjust to a precise market and customer habits. The logis-
tics factors of location selection can be identified regardless of the market specifics and 
customer habits. The biggest role is played by the following four factors which are in a 
direct correlation one with the other:11

 • visibility
 • transport frequency
 • location access
 • customer closeness 

Visibilty- assumes that the location is on such a place that the buyer, while moving, 
can easily spot the object, although he did not have previous knowledge on where the 
object was precisely located. The location has a good visibility when the object can be 
seen from a greater distance and when it can be concluded without a doubt that it is a 

9  Levy and Weitz (2004), p. 221.
10  Giunipero and Carter (2009), p. 159.
11  Monczka et al. (2010), p. 123.
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retail object of a certain chain. That allows the buyer to react impulsively, and without 
planning to decide to go shopping. Most often, good visibility is a quality of the big retail 
formats, while the endangered  visibility is often the lack of smaller retail formats which 
are located between blocks of condominium buildings- the so-called convenient stores 
or neighbourhood stores, with the target group of consumers which live there and know 
about the object location. The expected turnover of these stores is not big, they do not 
have the need to attract incidental passersby, but are focused on daily purchases of a cer-
tain number of buyers from the neighbourhood. These locations are usually at the heart 
of the living area and they do not need visibility for good functioning.12

With big formats, besides the object visibility, the visibility of a wide and big parking is 
also important. It is often the case that within the front part of the object terrain, next to 
the street, there is first a big parking for buyers, and then comes the object. This gives 
the buyer the information that there is enough space to perform his/her shopping at ease.

 PICTURE 1: IDEAL ORGANIZATION OF THE RETAIL OBJECT PARKING SPACE

Source: Ozudru and Guldman (2013), pp.1-14.

Transport frequency- should be big with a good location. That assumes the street from 
which the retail object is visible, to be of importance for transport realization for the com-
munity/municipality/city. Big transport frequencies mean a great number of buyers which 

12  Teller (2008),  pp. 381-403.
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shall circulate the street, i.e. have the opportunity to see the positioned retail object and 
potentially decided to go shopping. The best solution would be if the retail object was 
located near the crossroads or street edges.

This is one of the conditions which significantly influences the increase of retail object 
turn over, but is often not adequately followed by other conditions which would attribute 
to the full usage of this advantage. In order for a retail object to have benefits from a high 
transport frequency street it is located in, the object has to have good visibility and a good 
solution of transport approach to the location. One without the other, these criteria have 
no value or a very little one.13

On the other hand, too high transport frequency can bring the other extreme situation 
and be bad for the location of the retail object. That is because high speeds of cars going 
through wide and important transport routes disable slowing down and stopping. Big re-
tail formats are often located by the highway, but are also close to the cities where driving 
speed must be reduced, and where there are already highway exclusions.The permission 
to get excluded from high speed transport routes is not easy to obtain, which is under-
standable having in mind the big probability of transport conflicts and the endangered 
safety of transport performance.14

Location access- assumes the simplicity while approaching the retail object, weather 
by car or on foot. This factor is often disregarded and can be decisive while the buyer is 
deciding whether to shop or not.  If it is a known fact that women in the majority of cases 
are the buyers of a supermarket and if it is assumed that they are not prone to driving, 
than a smart retailer adjusts its access to the needs of women.15

If the location does not possess the possibility to turn left toward the location, the so-
called left turner, while the only allowed approach is from one direction by turning right, 
then the location drastically loses its attractiveness. The problem can be caused by ac-
cess to the location from a high transit street, where speed reduction could be considered 
as a disturbance of transport. The solution is the construction of another track which 
would allow a secure access to the object space. Buyers find it quite stressful if the 
transport solution of access is not adequately performed. The best solution is when the 
location access is regulated by traffic light signalization. Based on the previous analysis, 
within the following picture all three locations are good, with a bit better quality of loca-
tions 2 and 3.16

13  Teller  (2008),  pp. 381-403.
14  Davis  (1995), p. 47.
15  Giunipero and Carter (2009), p. 159.
16  Burt et al. (2003), p.78.
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 PICTURE 2: LOCATION POSITION BASED ON LOCATION ACCESS

Source: Burt et al. (2003), p.78.

Customer closeness- assumes that the buyers can reach by foot the shop. This is the 
factor with most paid attention and considered to be the most desirable. In the newer 
period, customer closeness is considered a non-obligatory condition of location attrac-
tiveness. Many locations can have successful business without the buyer closeness, but 
when besides the previously mentioned, the location possesses this condition as well, it 
can rightfully be said that it is a top quality location. 

While analysing customer behaviour, it can be noted that buyers often cross obstacles of 
any kind in order to reach the location and perform their shopping. Rivers, bridges, wide 
highways, railroads, all are considered obstacles which should not exist between buyers 
and the retail object. In this sense, fences of all types should also be mentioned. One of 
the criteria which the retailers often add to the previously mentioned, is the rule of the 
right side at the city exit direction, which means that the location should not be on the 
left side while exiting the city. The logic of this rule is that buyers, after a hard days work, 
returning home can shop on their way and have an easier access to the location.17

4. THE USAGE OF LOGISTICS LOCATION SELECTION FACTORS - 
THE ANALYSIS OF RETAIL OBJECTS IN BELGRADE
The rule of the preparatory activities of location selection assume more elements: getting 
to know the cities and customer habits, competition analysis, field activity, questioning 
the urban basics, locating the potential location and similar.18 After the decision, an ex-

17  Rogers (2004), pp. 48-55.
18  Turhan et al. (2013), pp. 391-402.
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pansion onto the new market is performed, in this case, the market of Serbia, and it is a 
recommendation that the analysis starts with the detailed terrain exploration. Every city 
needs to be analysed separately. It would be a mistake to divide the territory of Serbia 
onto regions, for which the decisions would be brought in general. 

4.1. Methodological notes prior to carrying out the 
analysis

The analysis of the city starts with collecting basic information on the inhabitants, their 
number, decreasing or increasing trend, buying power, unemployment rate etc. After 
the statistics, a multiple day visit to the cities is needed, in order to be assured of the 
gathered statistical data. Particular cities in Serbia have a worse statistics record than is 
actually the case. Such is the example of Novi Pazar, which has about 20% more inhabit-
ants in reality and where the buying power is much stronger then can be concluded from 
the statistical data.19 

Every market by itself is specific. Serbia is, generally seen, the example of a non-homo-
geneuos market, where every part of the country has its habits in customer behavior and 
the behavior of local governments. However, the differences are not extreme, as is the 
case with regional markets, with season oscillations in the number of buyers. 

The thing which certainly differentiates Serbia from developed markets is the number of 
customers which tend to go towards one location, i.e. one selling place. Within the devel-
oped markets, that number is much smaller than is the case with Serbia. This is because 
of stronger buying power, so the retailers can calculate a smaller number of buyers to 
make the desired volume of business. In Serbia, however, the picture is different, reduced 
buying power only emphasizes the question of location selection.

The international retail chains which shall enter this market shall have quite less of its 
branches then is the case with the Western countries of approximately the same size. The 
reason is precisely the buying power. For example, for the turn over made in Germany for 
5.000-10.000 inhabitants, Serbia would need 30.000 to 50.000 inhabitants, depend-
ing on whether we are talking about more or less urban areas. The village surroundings 
assume supply with basic articles from own production, thus quite less goods are bought 
in stores. Due to this reason, the territories characterized by individual living, more popu-
lation should be taken into account for one sales place, which means that the affiliations 
shall be far apart one from another. 

The population census performed in 2011 shows that the number of inhabitants com-
pared to the census of 2002 has been reduced for more than 300.000 people. This is 
especially important for middle-sized cities such as Bor, Vranje, Valjevo, Užice, Sremska 
Mitrovica, Ruma for which the population decrease is of great importance due to the 
number of affiliations which were planned. The tendency to decrease population signi-

19  Census in Serbia (2011).
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ficantly influences the decision making process connected to the creation of the retail 
network.20

After the stated analyses and field check, it is desirable for every city individually to 
perform the marking of potential locations, bearing in mind that we are talking about sur-
faces which can be covered. While performing this selection, it is obligatory to consider 
locations from the aspect of attractiveness of their logistics factors. 

4.2. The usage of logistics factors for the location  
selection in Belgrade retail business practice

It has already been pointed out that the selection factors of the retail location depend 
on many factors, which, among others, refer to the characteristics of a specific market, 
habits of its inhabitants, the specifics of the state apparatus or the strategy of the very 
retailer which chooses the location. The focus of the following analysis is on the presence 
of the previously identified key logistics factors of location selection of retail objects within 
the Serbian capital.

Visibility- this factor has a major role for retailers of big sales surfaces. This is one of the 
basic factors which is often underestimated. The experience from practice shows that 
without clear visibility even the best retailers make bad results.21 

In Serbia, endangered visibility is often owned by small retail formats. The example of 
an endangered visibility is the majority of Mini Maxi, Shop & Go and Idea formats in 
Belgrade. It is often that such locations are difficult or impossible to spot in time from 
the street. New Belgrade was, before the beginning of its construction, projected in such 
a manner that between high buildings in all blocks, a spot for population supply was 
forseen. In such places afterwards, a C market of medium size was built later on, with 
the sales surface of around 400 to 600 m2, a smaller market, post office and other 
commercial contents. These locations are in the very heart of the condominium, they 
are supported by the surrounding population and the visibility is not needed for good 
functioning. When there is talk about visibility it is also important to notice a wide and 
big parking.22 Such a situation can often be seen with big retail object surfaces, such as 
Dis or Metro objects. 

The Tempo object on Ada has a good visibility, but only from the direction of the city cen-
ter. If it is assumed that the buyer is moving along the Sava highway from the city center, 
the buyer that wanted to go shopping, but while driving did not notice the Tempo object 
close by in time, does have sufficient time to decide to go shopping after all, and without 
endangering the transport, move into the right track in order to approach the object. If 
the buyer is heading from a different direction, Tempo would be seen only when it would 
appear in front of him. It is a question, how much time the buyer would have to change 

20  Census in Serbia (2011).
21  Min et al. (1998), pp. 1-15.
22  Ozudru and Guldman (2013), pp. 1-14.
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his mind and approach the object in an uninterrupted manner. In this case the possibility 
is much bigger that the shopping would not be performed. 

Univerexport in the city center has bad visibility. It has been opened a bit more than half a 
year ago in the Senjanin Ivo Street. The location belongs to the municipality of Stari grad, 
where there are not enough competitors covering big surfaces and where every retail ob-
ject should perform good business. Univerexport is located in the other row compared to 
the French street, it is quite secluded, it can not be noticed and is not sufficiently marked. 
The results speak for themselves. This object shall need a lot more time to develop its 
performance and for the buyers to get used to its location. 

The example of excellent visibility is Mercator in the Art Boulevard in New Belgrade, Maxi 
in the new condominium Stepa Stepanović on Voždovac, Roda (ex-Idea) on Bežanijska 
Kosa and Vero on Čukarica. 

Transport frequency- this factor is not necessary for the functioning and turn over, but 
in the majority of cases it can contribute significantly to a greater goods turn over and 
customer fluctuation.23 Regarding Belgrade, it can easily be noted that almost all big and 
significant formats of retail are located by very frequent transport routes. Such is the case 
with Vero in Milutina Milankovića, Vero in Čukarica, Mercator in Art Boulevard, Tempo 
on Ada, Metro on the Ibarska highway, Roda (ex-Idea) in Partizan aviation Street, Idea in 
Omladinskih brigada, Shopping Center Ušće etc.

Bad transport frequency is a characteristic of objects which are secluded in the depth of 
the condominium, or are located off the street. An example of big formats with bad fre-
quency in Belgrade are Dis and Roda behind the NIS gas station, also known as Dragon 
1 gas station, located on the highway. Bearing in mind that these locations, besides the 
lack of frequency, also lack visibility and population closeness, these retailers wanted to 
attract buyers in another manner. This Dis location is the only one in Belgrade with the 
surface of 10.000 m², 40 points of sale and 1.500 parking spaces. Dis price policy can 
be a sufficient reason for the buyers to head to this remote, unreachable location.24

The location of Roda on the same place is one of the many in Belgrade, with the only 
difference that the sales surface is bigger than with the others (7.700 m², 28 points of 
sale and 500 parking spaces), which certainly promises a varied offer. Both locations 
represent short term locations which can function only a certain number of years. It is a 
great probability that after the arrival of the competition, these locations shall not offer 
enough motives for the buyers to head behind the Dragon gas station. On the other hand, 
Mc Donalds which was opened near-by has a much brighter future bearing in mind that 
it is located on the very highway. The security of its business in the future comes directly 
due to the reason of good transport frequency and good visibility.

Location access- this is the factor without which the previous factor is not worth. The 
location with enabled access can be on the most frequent highway and still not produce 
any results. The best solution is certainly if the location access is regulated by traffic light 

23  Teller  (2008),  pp. 381-403.
24  Dis markets (2016)
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signalization, which is most often difficult to achieve.25 An example of the necessary 
traffic light signalization for the regulation of the location approach is Metro on Ibarska 
highway, when going out from Belgrade. Since Ibarska highway is the road with extreme 
transport frequency, the excess to Metro is forseen from the side transport route, but an 
additional track is certainly necessary for turning right towards the mentioned transport 
route. Due to the left turn and the very complicated entry from the Metro side onto the 
Ibarska Highway, it was necessary to put a traffic light. In rare cases, when that traffic 
light is not working, the probability of transport accidents is very high, which practice 
has confirmed. It is known that the opening of Metro was significantly postponed due to 
getting the permission for the transport solution and the transfer of traffic signalization 
onto the city of Belgrade. It is obvious that this location would not be suitable without 
the mentioned traffic solution. The incomplete access to the location is the characteristic 
of Tempo on Ada, bearing in mind that the approach has been enabled only to buyers 
heading from the city center, which means that half the buyers which pass by the Sava 
highway, i.e everyone heading from the opposite direction does not have the possibility 
to enter. An example of an excellently organized approach is Mercator on New Belgrade. 
26There are approaches which are at first glance well organized, but do not function very 
well in practice.27 Such is the example of Interex in Ustanička Street which has a serious 
transport conflict if the buyer wishes to turn left in order to access the location. Practice 
has shown that regarding this factor, compromises should not be made. The most desir-
able situation is when buyers are enabled access to the location from every direction, so 
this should be noted as important.28

Customer closeness- as an example of location which favors this factor  all Vero super-
markets in Belgrade can be mentioned. They are currently positioned on six locations, 
where the policy of this chain assumes only the locations near the buyer. 

5. CONCLUSION
The analysis within this paper has shown that the selection of adequate location has a 
big theoretical and practical meaning for all participants within the supply chain. Besides 
the historical aspect of location theory development, while selecting the location, a spe-
cial accent was given to the logisitics factors of location selection used by retail. A special 
analysis has been carried out regarding the precise competitor locations in Serbia, focus-
ing on renowned Belgrade locations. Also, a special attention was paid to each of the 
logistics factors, judging each and every of them. Good and bad characteristics of numer-
ous locations have been mentioned. Still, due to the lack of competition, bad locations 
in Belgrade still achieve a satisfactory turn over. It should be noted that such locations 
are not the means for competitive fight of the future. Summing up the analysis, it can be 
concluded that, generally, location is very important for all participants within the supply 
chain, so a special attention must be paid to it. The retail image in Serbia, with the ar-

25  Min et al. (1998), pp. 1-15.
26  Mercator Center (2016)
27  Staeheli and Mitchell (2006), pp. 977-992.
28  Liu and Chen (2011), pp. 7901-7908.
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rival of new and stronger competitors, shall give the answer in the future to which quality 
extent location as a competitive source was treated up to that moment on this market.
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