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‘Build It and They Will Come’
That may be a great line from a movie, but it’s not very good advice when it 
comes to developing a new self-storage facility. Today’s market climate 
makes it more important than ever to fully understand the feasibility of a 
new project before going too far down what can be a very expensive path.

Your decision of whether to invest boils down to 
several critically important factors:

 The site
 The market
 Financial viability

Let’s take a close look at each.



Site Factors
The first consideration in determining the 
feasibility of a self-storage project is the site itself. 
While the power of the Internet has somewhat 
mitigated the necessity of being at “Main and Main,”
a good location is still very important. People generally 
prefer to store close to home. Many storage customers 
indicate they use a facility “because they saw it,” 
meaning it was in their neighborhood or on their way to 
work or school.

But location isn’t the only factor. When conducting a 
market study, whether it’s an initial assessment from a 
PC or a full report, you need to consider the following 
aspects of the subject site. 



Traffic Count
At a bare minimum, I look for 5,000 cars per day, but it’s even better if
the count is more than 10,000 vehicles and pushing closer to 20,000.
That said, keep in mind that traffic count can sometimes be given too 
much credence. 

For example, having a count of 125,000
cars per day because you have visibility
from an interstate is almost|
meaningless. Few of those cars are
potential customers, so don’t bank
the viability of your project on those
vehicles whizzing by. A vibrant, professional website and Internet 
presence will be far more effective than drivers craning their necks 
to see your facility from the freeway. 



Visibility and Customer Access
No matter the traffic count, potential customers must be able to see 
the facility. While it may not be necessary for the entire store to have 
frontage along the primary roadway, you’ll want at least the office and 
customer parking area visible from the main street, along with some 
minimal amount of storage building.

If a potential site has great visibility from 
a high-traffic roadway, customers still 
need to be able to access it easily.
Many assets struggle because 
customers find it too difficult to get 
into the facility. 



Market Factors
Equally important to finding a good site is determining whether the 
property is in a decent market. The first consideration is size. Since 
most people store within three miles of their home, initial assessments of 
most markets begin with an examination of the three-mile radius around 
the prospective site.

The radial focus may expand or contract based on several factors including 
population density and competition. For example, you’d likely want to 
expand the radius if the density is low and contract it if density is high. 
The same would be true based on the number of competitors in the area. 
If there are many competitors within the first mile or two, you may want to 
tighten your market.



More Market Factors
It’s also important to consider the 
general neighborhood. Is there a lot of 
vacant land, empty commercial 
buildings or abandoned homes, or is the 
site well-positioned in a vibrant, growing 
area? If there are a lot of vacant parcels, 
it may be too easy for your new facility to 
be out-located. 

Your examination should also take into 
account any natural and man-made 
barriers that may affect public access, 
such as waterways or railway lines.



Demographics
Based on the market size, you’ll want to run a demographic report, 
paying attention to population growth, density and income levels.
When looking at population numbers, you’ll want to be in an area 
that’s growing and not losing residents. 

Density helps determine if there are enough 
people in a market to rent storage and is an 
important consideration when deciding on 
unit mix and average unit size. While self-
storage generally works well across all income 
levels, looking at income levels per capita and 
household will also help determine your 
proper unit mix.



Competition
Studying the competitors in your market is one of the most 
important aspects of self-storage feasibility. You’ll want to take a close 
look to determine if an operator “owns” a portion of the market and what 
your potential is to grab market share. Examine occupancy levels to ensure 
there’s enough demand for new development and scrutinize rental rates to 
ensure you can charge enough. 



Rates and Occupancy
There are many reasons to decide against a site, but the No. 1 deterrent is 
often rental rates that are too low to consider new development, 
particularly when considering what it now costs to build self-storage. 

That fact that everyone in 
town is at or near full 
occupancy is meaningless if 
what you can expect to charge 
for units is insufficient.



The Pipeline
It’s naive for any self-storage developer to believe his project is the only 
new facility being considered for a market. While there isn’t a fail-proof 
system or database that can 100 percent guarantee what is or isn’t under 
development or planning, it’s absolutely necessary to conduct as much 
due diligence as possible to understand what’s in the pipeline.



Demand
Is there enough unmet demand within your chosen market to justify your 
project? Although this won’t be the final determining factor, calculating 
potential demand (or oversupply) is important when contemplating how 
much storage should be built and in forecasting the potential 
lease-up period. 

Ideally, we’d all like to have an A-plus site in an A-plus market, but that’s 
rare. Keep in mind that a lesser site can still work due to the 
strength of the market, and conversely, a lesser market less can 
work due to the strength of the site. It’s important to ensure you have 
the right combination of site and market before moving on to your 
financial analysis. 



Financial Factors
After reviewing the potential for your site and market, the third leg of the 
stool is confirming the financial viability of the project. 

Just because you have a great site 
and all the competition is full 
doesn’t mean your new facility will 
make money. 

Your analysis should take into account 
the following. 



Land and Development Costs
While development costs can vary across markets, the price of land is the 
biggest variable. Rental rates and gross potential income will determine 
whether the land cost is too high to make the project feasible.

A feasibility study should at least include estimated development 
costs to enable return calculations. Costs can vary between single-story 
or multi-story projects, municipality requirements, the cost of making the 
site buildable, and so on. 



Reserves and Expenses
One of the most consistently missed line items in estimated budgets 
is lease-up reserves. It’s not unusual for the amount of cash needed to 
keep a facility afloat until breakeven to be too great for the project. Lease-
up projections—determined by the demand calculations and occupancy 
levels of market competitors—will impact reserve calculations. 

A feasibility study should also include several years of financial statements 
to help determine lease-up reserves, terminal values and other important 
metrics. Estimated expenses should be specific to geography and your 
exact location.



Financial Return
To fully test the viability of a self-storage project, certain calculations 
should be considered, including return on investment (levered and 
unlevered), developer’s yield, cash-on-cash returns and terminal 
values. All investors and developers have different tolerances, so it’s 
important to know the returns on your project to ensure it meets your 
investment criteria. 



An Informed Decision
If you heed only one piece of advice, don’t get so emotionally attached to a 
site or market that you fail to conduct proper due diligence. Just because
you can build on a site doesn’t mean you should; and just because 
you build a facility doesn’t mean tenants will come. 

There are far too many dollar signs 
involved with a self-storage
development not to use the 
resources available and ensure
you’re making informed,
profitable decisions.



Thank you!
Thank you for viewing our slideshow. Please be sure to download the PDF 
copy for future reference. The PDF also provides clickable links. 

To learn more about self-storage feasibility, visit the Feasibility topic page 
at insideselfstorage.com. You can also shop for related products, including 
videos, books and more, at the ISS Store. 

http://www.insideselfstorage.com/topics/development/feasibility.aspx
http://store.insideselfstorage.com/
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