The Importance Of Design

Design has become more important to the two key avdiences of shopping center owners: customers

and tenants.

Interview by Randall Shearin
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RENDERINGS - Catwalk

Metropol 1s a project in Istanbul, Turkey, that features design 1n mind for tenants as well as consumers.

‘The project 1s being designed by Roy Higgs International.

B recently interviewed Roy Higgs,
president of Roy Higgs International
and Nick Egelanmian, president of
Site Works International to discuss how
design mmpacts retaillers and customers.
The two often work together on retail
and mixed-use projects. Both have been
mmvolved 1n the creation of retail proper-
ties for more than 30 years.

SCB: What are the strengths needed,

architecturally, for today’s projects versus
projects 1 the 1980s and ‘90s?

Higgs: Design used to be difficult to
quantify. There’s been a major change
of emphasis to design. Placemaking has
become a big buzzword. It has become
important i all facets of our work. Design
has become radically important to today’s

54 + SHOPPING CENTER BUSINESS ¢ JULY 2015

shopping centers, and this 1sn’t just a trend
like using brick mstead of stucco. Design
1s really becoming one of the features that
helps to create an 1dentity for a center.

SCB: Why has 1t become more 1impor-
tant to owners that their retall environ-
ments have an identity? Why do they want
centers to be 1conic?

Higgs: The retail industry today 1s more
competitive than ever. To use an old ad-
age, 1f you can mvent a better a mousetrap,
you will catch more mice. Design started
getting more 1mportant to developers
about 10 years ago. Now, because of the
competiive environment, design can dif-
ferentiate a property.

Egelanian: About 15 years ago, retail

really stratthed mto two very ditferent
sectors: commodity retaill and specialty
retaill. Commodity retail 1s functional;
think power centers and neighborhood
grocery-anchored retail. With specialty re-
taill, owners really have to create an attrac-
tion. With commodity retail, consumers
are not necessarily seeking special places
to shop; they are seeking ethcient places
to shop. The regional mall was a formu-
la-based development model. Malls were
left to define themselves by the mix of
merchants or the place. In today’s world,
with specialty retail, place 1s everything.

Higgs: Ninety-live percent of my work
has been with specialty retaul.

Egelanian: Right now, retail 1s chang-
ing more than at any pomt since I have



been 1 the business over the last 30 years.
Most department stores are increasingly
nrelevant. If yvou think back to what a
department store was m 1970, you had
everything from stationery to auto parts
to food to apparel and housewares. Ev-
ery part of the department store has been
removed and placed 1 a more eflicient
commodity real estate format.

SCB: Site Works 1s a collaboration of
experts from different disciplines of the
industry. Do you feel that many owners

are asking for more expertise i develop-
ing — or redeveloping — projects?

Higgs: Yes. The success ol a project
often depends on the background and
knowledge vou put mto 1t, and that 1sn’t
just design. It 1s how you implement de-
sign and plan for the uses. You need ex-
perts who have experience knowing that
this use works well with that use, 1f placed
at this pomnt i the project.

Egelanian: We are an industry that has
lost a lot of merchandising over the years
through retail formats that have come
along. You are starting to see a resurgence
of projects that embrace merchandising.

al

STUDIO

MASTERPLANNING | RETAIL PLANNING + DESIGN | COLLABORATIVE CONSULTING | GRAPHICS + BRANDING

atele
L) | I
‘.'..'.."-'l ¥
02000t il
" = ]
[ =l e (R R
-..'.'- - | - . |

O
o
0

o9
s
9
9
9

-

METROROL ISTANBUL

COMPREHENSIVE PLANN

:Y|NTA]'FT.: " _ﬂ“

ROYHIGGSINT

56 ¢« SHOPPING CENTER BUSINESS ¢ JULY 2015

RNATIONAL.COM

Avalon, in North Atlanta, 1s a great ex-
ample of that. There 1s a tremendous
amount of pressure put on the architects
to create a successtul project. We often
don’t merchandise well, putting tremen-
dous pressure on the designers to make

up for those ftaults.

SCB: How will new projects be different
than those 1 the past?

Egelanian: In the United States, we have
taken the underpmnings of the regional
mall and thrown that out the wimdow.
The nise of the fortress malls means that
they will likely have the strongest and best
tenants m a given market. That does not
necessarily make the regional mall indus-

try as a whole healthy. The B and C malls

will continue to suffer because we have

a tremendous amount of people moving
back to the urban areas. That might be
an opportunity for some regional malls.

Higgs: In Canada, retail space 1s at such
a demand that retailers who want to open
stores have to buy out existing retailers.
Often, they will buy out the whole chain.
My work 1 Canada, 1if 1t 1s not urban, 1t
1s becoming urban because of the density.

SCB: The experience 1s so important to
the consumer today. How do you explain

this?

Egelanian: Very simply. Consumers to-
day make their decisions about specialty
retall based on one criteria that appeals
to them: that they feel happy there. They
want to spend theirr valuable time and
extra mcome at a place that makes them
feel good.

SCB: What do you see as the future for
the regional mall?

Higgs: We need to look at Canada as
an example. There, many of the regional
malls, 1f not most, are going through a re-
cycling process where they will not just be
malls anymore. They are becoming true
town centers. The developers are adding
density with residential, otfice, additional
retail and more. All of the additional retail
around these centers 1s all open-air. The
areas around these centers are becom-
ing more dense; they are creating mnfll
markets.



Egelianian: If we bring that back to the
U.S., there are major shifts going on n
how retailers are viewing off-price retail
and what the role of that 1s in their com-
panies. That 1s happening for two reasons:
retaillers are finding that the ability to ex-
pand sales i their traditional full-price
formats 1s lmited. The barriers to expand-
ing their discount or outlet footprints are
Iimited because of the real estate that 1s
availlable. At the same time, department
stores are becoming less relevant. There 1s
a lot of convergence going on that 1s gomng
to change the way that middle America
shops. One project I think that exemplh-
hes this 1s Federal Realty’s Assembly Row
near Boston. It 1s mixed-use with residen-
tial on top of retail. The retail 1s primanly
outlets. In the center, there are restaurants
with multiple entertainment concepts. No
one has done that before. It 1s perform-
ing extremely well. More importantly, the
retailers are willing to open outlets 1n close
proximity to a major city. You would have
never had the retailers domg that during
the era when department stores ruled. I
think you will see this type of model hap-
pen 1 a bigger way going forward. If you
are a developer or a retailer today, you
are beimng asked to assemble merchandise
or tenants m a way that has never been
done belore.

SCB: You're touching on a leasing 1ssue
that 1s prevalent. In many markets, there
1s not a lot of specialty space left. A lot
of top retail space has been filled 1n and
not a lot has been built in the past seven
or eight vears.

Egelanian: If you look at the commod-
ity side of the business, there hasn’t been
enough economic or population growth
to generate new retail space. At least not
enough for the financial community to
back new development. On the specialty
side, we are seeing a lot of repurposing of
older buildings. We have too much retail
space on that side, but much of 1t 1s ob-
solete space that needs to be repositioned
for today’s retailers and consumers.

SCB: We've touched on the theme that

several retail types are converging. How
do you see convergence?

Higgs: Projects that have a convergence
of retail types could end up being the
dommant format mn specialty retail over
the next 10 or 20 years.

Egelanian: | agree that it will be domi-

nant retail type. It could slowly replace
and C malls.

Higgs: In this entire conversation, we’ve
barely mentioned the Internet. The 1n-
dustry has really overcome that fear and
realized that online sales go hand-in-hand
with bricks-and-mortar.

SCB: What do you think we will see 1n

the mdustry m the near future?

Egelanian: | think we will see significant
merger activity among commodity REI'T's
over the next few vears. I really don’t
know how we can avoid that. Cap rates are
at historically low levels; core commodity
centers are at 97 percent occupancy and
no one wants to build. If they want to
orow, they will have to acquire. SCB
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UNFORGET TABLE EXPERIENCES
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