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By Joseph Dobrian

CSC serves more than 70,000
members in the retail
real-estate industry globally.
Addressing the perceived rise
of e-commerce and how it will
affect brick-and-mortar retailing, its
president and CEO Tom McGee
says the growth of e-commerce is
complementary for shopping
centers and malls, and for physical
stores in general. He sees the two
forms of retailing as helping each
other and contributing to the
overall growth of retail sales.

Q: Will e-commerce be the death
of the shopping mall, as some
have predicted, or at any rate
will it have a harmful effect on
physical retail?

McGee: Not at all. Online retail
continues to grow, but is doing so

at a slower rate than in years past.
The facts demonstrate the strength
of our industry overall. For example,
occupancy rates in shopping centers
remain very strong—93.4% in the
mall segment—and sales continue
to grow. While many may perceive
online sales as dominating the
market, in fact, online-only retailers
represent about 3.5% of all U.S. retail
sales. The reality is that physical
stores continue to dominate retail
sales, with the shopping experience
complemented by technology.

Q: Might online sales help the
shopping-center industry in

some ways? Will the two forms

of retailing find ways to work
together and help each other out?
McGee: Yes. Physical stores are

the focal point of the omnichannel
shopping experiences. For example,
consumers often research and price-
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compare online, sometimes while

in a store on their smart phone, but
then complete the purchase in store.
Further, other consumers may buy
items online and then pick them

up, same day, in store. Not only is it

a convenience for customers, but

it benefits retailers by providing an
additional opportunity to generate
incremental in-store purchases. The
costs of customer acquisition and
shipping make it very difficult for on-
line-only retailers to compete against
traditional retailers. As a result,
online-only retailers are increasingly
opening up stores, in an attempt to
grow sales and generate profit, while
focusing on building a brand con-
nection with their customers.
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Tom McGee is the president and CEO of the International Council of Shopping Centers (ICSC).

Q: What are some other trends
that might help shopping centers,
in terms of technological develop-
ments, economic indicators, and
demographic trends?

McGee: Obviously, technology

has impacted and will continue

to impact the industry. The use of
mobile technology will likely acceler-
ate, and future advances—such as
driverless cars—will also impact the
industry. However, the biggest trend
is likely demographic. The millennial
generation is the largest population
segment in history and really just
beginning to enter the prime spend-
ing years, which is, of course, positive
for retail sales. While some people
may have the impression that mil-

lennials only shop online, research
supports the conclusion that they
enjoy going to stores, actually more
than any other demographic group.
However, they place a high premium
on service and experience, which
will be increasingly important for
retailers to focus upon to differenti-
ate themselves.

Q: What changes do you expect to
see in the way shopping centers
are put together, tenanted and
used by the consumer in the next
fewyears?

McGee: It is always important for

a shopping center to represent the
specific needs of the community

in which it is located, while also

responding to broader consumer
trends. Industry-wide, I anticipate
continued growth of food and bev-
erage tenants, as well as entertain-
ment, health care, education and
services in general. A greater variety
of tenants will come into the shop-
ping center, supporting its role as a
community hub. We'll be seeing a
new generation of retailers opening
their doors, including former online-
only retailers.

"PHYSICAL STORES
GONTINUE TO DOMINATE
RETAIL SALES, WITH THE
SHOPPING EXPERIENGE
COMPLEMENTED BY
TECHNOLOGY."

Q: It looks like retailers generally
are responding well to change,
but is the real-estate industry
also stepping up in ways that you
consider positive?

McGee: Overall, the retail real-
estate industry has done an excel-
lent job of managing supply and
demand in along period of eco-
nomic uncertainty. As a result, the
industry is well positioned to meet
the opportunities presented by a
dynamic and changing marketplace.

Joseph Dobrian is a freelance
writer specializing in real
estate matters.
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OFFICE AND RETAIL INVESTMENT IN ONE OF THE

WORLD’S MOST LIVEABLE CITIES

+  Freehold land site of 12,679 sq ft

guaranteed lease over five levels

+ Dynamic location: High profile Queen Street corner site in Auckland’s thriving
international central business and entertainment district

+ Nine-level office and retail building with a Net Lettable Area of 52,484 sq ft
+  Net passing income of USD 1.7 million per annum

+  Income stream anchored by prime retail tenants and long-term government

+ New Zealand is ranked No.1 by World Bank in 2016 for ease of doing business
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