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OFFICE WORKERS OFFER A HUGE UNTAPFPED RETAIL MARKET,
ACCORDING TO A JUST-RELEASED ICSC REPORT
By Joel Groover

ALLS AND SHOPPING CENTERS MIGHT BE WELL
(I(I"isﬂ'd ey il'l(;TL"d,ljg‘ t]ll:lr (Jll[‘rg‘;l(_‘,]i Eo an L‘n(bfln(:lls, \'-CrY pr(!”‘it\'inj_' I1'|'¢|TL(Q'[': rh(‘
country's office buildings and the people who labor therein, An ICSC report on
the retail spending patterns of ULS. office workers suggests that there's gold in
many of them there cubicles. “The nation’s 28,5 million office workers spend an
estimated $184 billion over the course of the year,” said John Connolly, 1CSC's se-
nior rescarch analyst and coordinator of the 84-page report. “That figure accounts
for :ml\," about 2 percent of total consumer L:Hprhdilu res. (:IL‘.HTIY. there are Oppor-
tunities to inrcnsiﬁj sales pr(hdll(tii'il‘? g|uTinj_‘ the workweek.”

Given today's hecric pace of life, however, boosting office worker spending
might be trickier than it sounds, On a typical workday, a businessperson is unlikely
to have much time to seroll .lr{‘-llnd a mall or grocery store, (1%15{‘.[‘\,‘&:1‘5 Sy, “What
we find is that office workers are very timesstressed,” said Robert ]. Gibbs, founder
of Gibbs Planning Group, an urban-development consulting firm. “Many of them
now have to go through security to get in and out of their work environments,
and they have only about 45 minutes for lunch. Frequently, they don’t even have
that, because the boss cuts into their time.” Moreover, these workers rarely have

the luxury of being able to shop betfore or even after work, Gibbs says, “Tt is almost
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impossible to cateh them on the way
o work, because they are never eurly —
they get to their desks just in time," he
saddl. “Afrer work they're runming t go
mitke n meal or pick up their kids from
iy care or suceer.”

In confronting such challenges, the
LS. shopping center indusery could
borrow from the likes of China, South
Koren or the United Arab Emirates,
where driving sales from office work-
ets is nenrly always pare of the caleulus,
experts say. And of course, studying
cubicledwellers' spending habies would
help greatly, The 1CSC report — ticled
Office-Warker Recatl Spending in a Digital
Age — 18 virluable precisely because it
spells out exnctly where and how these
consurmers are spending their retail dol-
lurs, says Ceeilin Matos, vice president
and head of area research ar Macy's,
“This topic is more relevant than ever,”
she said,

Martos contributed tw the repart os
henel of o committee thar included rep
resentatives from General Growth Prop
erties, Macerich and Simon Property
Group, as well as Rite Aid, Target Corp,
and others, To gacher the data, 1ICSC
Research surveyed about 4,000 office
workers last Ocrober. The respondents,
who were between 45 and 54 and who
reported mediun income of between
$75,000 and 399,008 annually, repre-
sented nearly 80 occupations commmonly
wssocited with office work. [t hus been
almest a decade since 1CSC's last survey
of office workers, "Advances in rech
nology have allowed us o gacher richer
and more diverse data,” satd Connelly,
“This has helped us transition un om-
nibus, national study,”

On average, these workers spent
$102 each per week on goods and sers
vices available in and around their of
fice buildings, according to the report,
Thirow in expenses associaned with their
commute, ancd the weekly mverage rises
o abour $195. Much of the spending
on goods and services was done ar gro-
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cery stores. “While you might do vour
big grocery shopping on the weekend,
the day-tomclay stuff is nccessible o und
from work, and you see thac in the
numbers,” Connolly said. “Thiring the
course of the week, office workers can
accumulate quite a bic of grocery,”

Mutos found vne statistic particu-
larly revealing: Online shopping ac-
counted for some 15 percent of the
respondents’ weekly spending, That
is, rather than head o the mall on
their lunch hour, muny office workers
now sit ot their desk and surf sites ke
Amazon.com. “That 15 percent figure
ts significant,” Matos sald, *There's an
opportunity to better understand this
and develop strategies around how to
leverage i."

Retnilers could wailor programs spe-
cifically fur office workers: An accoun-
tant pluces un online order while sip-
ping her morning coffee, then picks up
the order during her lunch hour,

The term “lunch hour” calls e mind
grageles of workers pouring our of gliss:
undsteel wwers and heading o sub
shops and pizza joines, And yet the sur
vey uncovered thut spending ot enteries
accounts for just 14 percent of the aver.
age weekly expenditure, Transportation
actually sccounted for the largest single
cost. The average commure wus 21
miles, necording to the report, and 86.9
percent of the respondents said they
drive towork,

Gitven how long these solitiry com:
muters typreally spend stuck in eraffic, i
s lietle wonder they are pressed for time.
They ulso seem to fear being uccused
of wasting time, says Gibbs, who con-
ducted 20 focus groups with locul office
workers as part of a 2010 study for the
ciey of Houston, “What surprised me
is thar there is a stigrma associnced with
coming bock to work with a shopping
barg," Gibhbs saidl, “You ger labeled as be
ing o slacker,”

This means office workers some-
times hove to make time to stash the

goods in the trunk before returning to
the office, Fear of that slacker lubel up-
pears to be strongest at the top of the
corporate ladder, Gibbs says, “When
your get o the vice president level, they

“We recommend thar
cities come up with
branding campaigns
that make it cool ro
return to work with

something. You might

have ‘I love Memphis®

or ‘[ buy Memphis."”

really do not want to be seen carrying
something back ro the office,” he suid,
To counter this, downtowns might oy
putting u positive spin on lunch-hour
shopping. "We recommend that cit-
ies come up with branding CAmpaigns
thut muke it cool t return 1o work
with something," Gibbs said. “You
might have ‘1 love Memphis' or ' buy
Memphis,' "

Likewise, retailers and develop-
ers ought to think hard about how
o make it easier fur office workers to
spend money at lunch, Gibbs says, In-
deed, some retailers alrendy beef up
their checkout lines for office workers
on the go. Sub sandwich chain Jimmy
John's is one such establishment, “Iwas
recently in o Jimmy John's thae had 12
wuorkers behind the counter,” Gibbs
siidd, “The Hne was only about five cus
wmers deep. Across the street, where u
local place had just one worker, aboue
20 people were standing in line to buy
lunch, You could watch people walk
up to the door, see the long queus and
wirn around.”

As far as office worker spending
is concerned, the postwar LLS. did i
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self no o by hobitoually develiping
standalone malls and office buildings
out in the fastorowing suburbs, says
Raymond E. Peloquin, officesector
director and vice president of the com-
mercial practice group ut design firm
RTKL, The ICSC report estimuted thar
only 13.5 percent of the LS, respon:
dents’ offices were located in mixed.

AChRCT

use properties, Elsewhere in the world,
mixed-use developments continue to
be the norm. As a resule, architecrs,
owners and recilers working in those
markets have learned valuable lessons
abouie boosting office worker spending,
Peloquin suys, “We find that uny time
we're doing office buildings in China

or other parts of Asta, there &5 always o

Parcantage of
office workers
wha spent In
category
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discussion about the retail
component it the base of
the building," he suid,
Taskin Ciry Plaza, in
Changsha, China, for
which RTKL designed
twin 25story offices along
with residential, service

and recail components,
is ome such. This 4.6 mil-
lon-sguare-foot dnearly
430,000 squate meters)
development, sluted for
phused openings in 2013
and 2014, contains a 1.3
millivn-sgquaredfoot retail
center with indoor-out-
:lm,lr rctu”, restuurants
and enterinment.

Though oifice work-

204

%54 ers in [ubai, United
304 Arab Emirates, are just as
67 pressed for time as their
54 LS. councerparts, the
4 former can find anything
58 they want at the mall,
a8 “In Dubai the malls are
L6 literally o part of the com.
o munity, so everything is
81 possibler grocery in the
o evening, dropping off the
10 kidls, getting your trou-
5g sers alvered,” suid Khalify
85 Furqun Athar, director of

finance und planning at
MeArthur & Co,, u global
real estute services firm,
Among Athar's Dubal
businesses is Kidzventure,
a 10000 square-foot ten-
ant at Ibn Batoua Mall
that is popular with office workers, "lt
s o multipurpose activity center within
the mall,” he said. “lt has seven class:
rooms, o [ 50child nursery, a spores
hall, o kicls' dropoff area and o photog
raphy studlio and book club,” The own-
ers of Dubai's lirgest properties tencl to
uggregate such serviceoriented tenunis

into precinets near the office compao-
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nents, Placing service tenants in and
around the pedestrian bridges that link
the office to the mall help}illTiw wiirk:
ers save time, Athar says,

Owners in South Korea also pay
close attention to office workers'
needs, says Don Jeong, CEQ and presi-
dent of Thomas Consultints Asia-Pa
cific, “The tenanemix strategy needs to
I:IE fllcubfll. an []1: k:" bl’:l‘l:l\'itlrul Cl'l'\lr‘
acteristies of office workers," he said.
“More-midpriced, necessity merchan-
dise rends 1o incentivize office workers
to shop more often. They are always in
u hurry, and you want to make them
spend without hesitaton,”

Likewise, the role of food is para-

mount in the types of urban, mixed:
use properties that most appeal to
office workers, Jeong says. “The pro-
partion of food and beverage must
be ar least 30 percent higher than aca
usual mall,” he said. “This is optimal if
vou're thinking of ways to capture cus
womer inflow during the weekday.” In
South Korea maost officelistrict restau-
rants do four or five [mble] urnovers
for lunchtime alone.”

One key factor is whether muss
transit serves the properey. This is
taken for granted in cities like Seoul,
where mass transit carries 6 million
people tooand from work each day,
says Jeong, Gibbs faults some U.S, re-

Share of office worker spending on goods and services

tailers for closing their stores too early,
but South Korean r:tailcrs stay open
Late, in part to drive office worker
spending. “Extending opening hours
until 10 pom. actually booses sales a
great deal here,” Jeong said,

The ICSC survey asked office work-
ers to classify their surroundings as ha
ing either an ample variety of stores or
a limited one. This disclosed a strong
correlution between moreliverse ten-
ant lineups and higher spending, Con-
nolly says. “Murkets with ample retuil
tend to experience significantly more
spending = approximarely 140 percent
more — than in limited-retail venues,”
e wrote in the report, Ample retail of

ferings were perceived to exist
for nearly 40 percent of the re.
spondents; roughly 62 percent

suidl they perceived their offer

n% 19.3

ings as limiced.
As LS, developers mull the
future, the potential upside

of building mixed-use proper-
ties from scratch or of adding
diverse uses o existing malls is
clear, Pelogquin says. “With gas

Expenditure venue:
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running $5 a gallon or close w
it, the people who come into
the city to work do not want
to be hopping in their car and
driving back home immedi.
ately," Peloquin suid, “They
want all of the amenities right
where they work,”

And as Connolly notes in
the report, the p;lyuﬂ' from such
investments could be worth:
while: “Each one-percentage
poine higher share of spending
by the officeworker group will
generate $2.7 billion in addi-
tional aggregate sales revenue
for local businesses,” Connuolly
wrote, “And that estimate is
quite conservative,” sct

TCSC members may downlnad the
full veport ar 10SComy,

OFF THE RADAR

SOME PORTFOLIO SALES ARE SEALED WITHOUT SO MUCH AS A 'FOR SALE" SIGN
By Ben Johnson

QUITY ONE'S ACQUISITION LAST NOVEMBER OF
Culver Center, a 216,000-square-foot property in Culver
Ciry, Calif., was the largest single-asset off-market retail
deal in that state last year. The $115 million transaction

is also an indicator of just how far off-market deals have

come. These deals involve properties sold without benefic

of a widespread marketing process. In fact, several of the
largest have been done in the retail property sector, pre-

dominantly by private equity firms and REITs,

In the granddaddy of the recent deals, DIDR
Corp, and private equity firm The Blackstone
Giroup jointly purchased 2 $1.43 billion
portfolio of apen-air power centers in

Junuary, Blackstone also bought 36 Equity

One shopping centers last September.
Offanarker deals seerm w suit largescale

firms like Equity One and Blackstone, Equity
One develops, nequires, redevelops and manages
neighborhood and community shopping centers
in metropolitan arens across the ULS, And Black-
stone, the world's largest commercial real estare
private equity firm has o self-professed “value-udd”
mentality, and offmarket deals are one way 1o
stutch up properties ot reduced prices.

As an asset type, shopping centers are no more
or less likely than other segments w go offmarker,
according to Spencer Levy, exccutive managing
director at CERE Capital Markets. “However,
certain types of shopping centers might be beeter
candidares for offmarker deals than others," Levy

saicl. Stabilized shopping centers, with the
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