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Overview

This study explores and describes fundamental changes occurring
in the environment that will affect retailing in the next five years.
Based on responses from International Council of Shopping Cen-
ter (ICSC) members, we identify 79 key themes. Among other
areas, these themes show an emphasis on topics such as industry
structure, competition, rising costs, consumer trends and eco-
nomic trends. We introduce a “stakeholder” model to summarize
these key trends and show how they may affect different partici-
pants in the overall industry. New retail ideas emerge from a
knowledge of what is possible, what (goods, services, atmospher-
ics, utilities) consumers desire and what areas could be improved
or developed.

m Introduction

The end goal of a futures orientation is to enable management to develop a
flexible, managerial mind-set that will better allow managers to cope with a
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dynamic future environment by visualizing its possibilities for the organi-
zation’s products and markets (Laczniak and Lusch, 1997).

In this business, we base our predictions on demographic and historical
data, on experience and gut (Arlen, 2001).

Retailing has evolved rapidly in the past 10 years, due in large part
to technological advances. E-commerce, in the form of Internet retailing
or “e-tailing,” has remarkably risen, fallen and recovered, giving pause to
entrepreneurs and investors about its viability. Some seemingly promising
[ormats have struggled and failed in this competitive environment, while
others maintain a mature status. As a result, many retail forms co-exist
and tremendous choice alternatives are available to consumers in a global
marketplace.

What the {uture holds {or the retail-scape is a matter of speculation.
Marketing strategy should be driven by developments in a number of
other realms beside the technological, including the legal/political envi-
ronment, the behavior of channel and consumer stakeholders, the
economy and competitive activity. Consolidation in the industry and
competition {or the value conscious consumer has led to an identity crisis
and redefinition for formats such as the department store (Merrick,
Trachtenberg and Zimmerman, 2002) and factory outlets (Haueisen,
1990). Even those formats or specific retailers who perform splendidly
under certain economic conditions or experience an extended growth
phase cannot rest easy. A particularly cynical view of the future of shop-
ping malls was voiced by Dator (2001) who predicts that they will become
“quiet, protected place(s) for the huge number of elderly people .. . to
hang out” (p. 108). Likewise, Shils (1998) points out that severe compe-
tition from discount chains “has begun to disfigure and transform gran-
diose retail malls into replicas of city ghettos” (p. 12).

The first rule of thumb is to recognize the dynamic nature of retail
competition and develop ways to address it proactively. In order to plan
strategically for the future, retailers must take stock of developing trends.
Previous research points to the need for shopping malls and department
stores (especially) to monitor consumer sentiment and behavioral patterns
(Balazs, 1994; Ghosh and McLafferty, 1991; Turchiano, 1990). Recent
reports have focused on the consumer-based trends as central to the
[uture of retailing (Scansaroli and Szymanski, 2002). Here, we provide a
comprehensive study of environmental trends with a focus on emerging
opportunities. In brief, we present a stakeholder model to illustrate key
relationships in the shopping center industry. Then, we identify “future-
oriented” themes and superimpose those themes onto our stakeholder
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model. To identify these key trends, we interviewed ICSC members in a
variety of formats (e.g., group interview, depth interview, survey).

m Background

There are a variety of models and theories to explain retail evolution.
From natural selection to the wheel of retailing to the dialectical process,
the general pattern is similar. A status quo exists in which there are many
competing retail forms. Over time, environmental changes stimulate a
chaotic state from which a new stasis is reached. All models heretofore
have been developed with the benefit of hindsight. Not one is capable of
accurately explaining the changes in retailing over time. Each theory is
intuitively pleasing and simplistic. The problem is that the context in
which retailers operate has become increasingly complex, with influential
factors weighing in more frequently and heavily than in the past. The
evolutionary process has accelerated, making the industry’s future very
tentative indeed.

Natural selection theory or a “survival of the fittest” model would
neatly explain contemporary changes in the retail-scape such as the pro-
liferation of supercenters and the slow demise ol the traditional grocery
store. As superior retail formats take hold and drive out smaller and/or
less productive businesses, they leave a trail of fledgling and weak forms
in their path. Store closings and subsequent expansions are part of the
natural order of things, a cycle that retailers go through as they strive for
efficiency and profitability (Lillo, 2001). History has shown, however, that
the formats making up the top five retailers in the country have been of
different types over time, thus not one format dominates forever. In fact,
size may become the significant weakness of the most successful retailers.

Hollander’s Wheel of Retailing theory debuted over 40 years ago to
explain the cycle from entry to exit of low cost, low price, limited service
providers. 1t offered an alternative explanation to simplistic growth and
extinction theories such as natural selection. As retailers traded up and
added on new services, new product lines and more amenities, they were
met with competition from another low cost, low price, limited service
entrant which took their place as the preferred format. There was an
inevitability associated with this theory as well, that retailers would always
trade up and always cycle out of their once thriving profitable position.
Hollander suggested in 1960 that successful management of the retail
enterprise “(could) avoid wheel-like maturation and decay,” but this relied
on the Wheel turning slowly. A half century later, the market is moving
' very fast indeed.

—
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In her assessment of the Wheel theory, (May 1989) acknowledges
that the spin has increased. Consumers’ demand for value, their shrewd
assessment of service, lack of time and new competing forms have accel-
erated change in the market. By ignoring the needs and wants and values
presented by consumers (in the U.S. and world wide), retailers have been
replaced by those formats better able to deliver and meet consumer de-
mands more quickly.

Yet another well-known theory provides a sufficient interpretation of
the retail industry’s development. Borrowed from Hegelian theory, a dia-
lectic pattern occurs when a retail form enters the market, threatening
current participants. Those threatened formats negate the difference be-
tween themselves and the new entrant by adapting or borrowing some of
its distinctive competency. Thus innovations are quick to be neutralized
or copied and the whole industry is affected by rapid fire change in the
process. There is little time for the innovator to profit from its unique
offering and the market returns to a “thesis” once again. Kaufman (1985)
argues that the dialectical process is evident in retail evolutionary pat-
terns. A recent example of this is the adoption of websites by traditional,
store-based retailers.

Retailers do not compete in a vacuum. There are a variety of influ-
ences on their competitive strategies (or failure to compete effectively).
Whence does the shock of an evolutionary turn arise? What kinds of
environmental factors are responsible for such tumult? Is it possible to
identify the causes before they take effect?

“Disruptive technologies” (e.g., those associated with today’s Inter-
net retailing and in the past, new forms of transportation) are one obvious
catalyst for change (Christensen and Tedlow, 2000). Internet traffic
growth is still tripling every year (Kessler, 2002), and one outcome is the
hybrid model, where a “bricks-and-mortar” retailer simultaneously main-
tains an online presence. Such an option is especially attractive for tradi-
tional retailers, because it allows them to generate sales from markets
where their traditional coverage may be sparse or nonexistent. In other
parts of the world, retail forms have established themselves (or refused to
fold) due to unique conditions that allow them to flourish, such as the
conbini (convenience) stores of Japan and the fieras (open air markets) of
Brazil (Zinkhan, de M. Fontenelle and Balazs, 1999). Evans, Barnes and
Schlacter (1993) posit that part of the success of a new institutional form
rests with the existing retail forms” willingness to accept and embrace the
innovation being introduced. Information plays an important role in their
“general systems approach to retail evolution.” Those retailers that moni-
tor the environment and pay close attention to threats and opportunities
will most likely respond and survive, versus inwardly focused retailers
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refusing to let go of what once worked. As Edith Weiner, the retail
futurist, notes, “As we head into tomorrow, the challenge (to retailers) is
not so much learning as forgetting (p. 4, 1994).” And learning as an
organization to be innovative and creative beyond the simple response to
customer feedback, according to Carpenter (1998). This is the acid test of
a retail leader in the future.

m Method and Analysis

To investigate future paths of retailing, a three-stage process was under-
taken, consisting of exploratory methods. First, an extensive literature
review was conducted from the areas of futurism, marketing, management
information systems, urban development and consumer behavior, to
name a few. Current trends related to key environmental forces (legal/
political, technological, economic, competitive behavior, channel behav-
ior, consumer behavior) were included in this research. Consultation with
professionals in retail consulting, management and practice to coalesce
current thinking on current developments took place via both depth and
group interviews. From the literature review and probe of experts, a
survey was developed to query retail experts about the future of retailing
and shopping centers.

Group Interviews

A script of open-ended questions was developed for the depth and group
interviews. Informants were asked about the current challenges to shop-
ping center success and the most significant influences on their opera-
tions. They were also asked to envision the retail-scape in five years and
offer insight into trends they saw developing. Lists of pre-registered at-
tendees at ICSC meetings were provided to the researchers from which to
choose potential participants. A purposive sample was chosen to reflect
varying perspectives. A cross-section of individuals from industry were
consulted, including those in real estate, finance, shopping center man-
agement, retailers and academics. Registrants at ICSC meetings in Nor-
folk, Virginia, Plano, Texas and New York City were contacted by e-mail,
phone and in person and recruited for the focus groups. The response rate
was low, but every effort was made to encourage people to attend and
participate (an honorarium of $50 was offered, confidentiality was prom-
ised). Focus groups met in a conference room at the conference hotel and
the meetings were tape recorded and transcribed for further analysis.
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Individual interviews were held at the same events and/or at the corporate
offices of those recruited.

Survey

The objective of the survey portion of the study was to identify what
trends impact the industry, to learn in what ways they affect managers, to
find out how significant they are perceived to be and to learn how shop-
ping center executives are challenged by dynamic forces. A survey was
used to probe a wider group on the challenges in the industry and fore-
casts of the future retail-scape. The questionnaire included five open-
ended questions regarding challenges in the industry, dynamic changes
affecting the industry, the future prospects of the shopping center indus-
try, characteristics of a successful shopping center and the changing na-
ture of their job over time. A five point Likert-type scale item was used to
evaluate to what extent the professionals felt they had any control over the
changes taking place. Respondents were asked to rate a list of 22 envi-
ronmental trends culled from the literature and focus groups as to their
potential impact on the shopping center industry. A fill-in option was
added for additional trends observed by the respondents. Finally, gender,
job title, type of company and number of years in industry were queried
for purposes of categorizing the respondents.

m Results

A list of shopping center executives was obtained from ICSC. (These
informants were not necessarily 1ICSC members.) The list was cleaned for
duplications and a sample of 321 names with complete contact informa-
tion resulted. The questionnaire was faxed to the individuals and 31
usable responses were obtained for a response rate of 10%. The low
response rate was similar to other such surveys of executives on futuristic
themes (Laczniak and Lusch, 1997). To analyze the retail trends they
identified, Scansaroli and Szymanski (2002) used a team of only 20 ex-
perts. The sample consisted of 10 females and 19 males (two were un-
identified). The most common title (41.9%) was that of General Manager
and the next most frequent was Marketing Director. Property Managers,
Marketing Researchers, Vice Presidents and Owner/Developers were also
represented. The types of businesses for which they worked were grouped
into shopping center developers/managers, real estate brokers, managers
and investment trusts, shopping malls and owners. The range of experi-
ence was {rom one year o 40 years with an average of 17 years.
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The Shopping Center Industry:
A Stakeholder Model

Every industry has key stakeholder groups that interact to create eco-
nomic value. A stakeholder model for the shopping center industry is
shown in Figure 1. This model is not meant to be complete, in the sense
of depicting every possible stakeholder and every possible relationship.
With this caveat in mind, key members portrayed in the Figure 1 model

FIGURE | Stakeholders in the Shopping Center Industry—Current and
Future Trends
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include developers, retail tenants and their competitors, government bod-
ies, financiers, attorneys, real estate agents (REAs), alternative retailers
(e.g., online and direct marketing firms) and consumers. Here, we employ
this stakeholder model to illustrate the key themes that emerge from our
qualitative analyses (e.g., the survey and group interviews).

Our Figure 1 model outlines a simplified view of key relationships
between stakeholders in the shopping center industry, but other partici-
pants also interact. For example, in some instances, shopping center
developers may also serve as owners (and this possibility is not shown
directly in Figure 1). In the same way, Internet retailers and direct mar-
keters have important relationships with government and financial stake-
holders (and these are not shown explicitly in Figure 1). However, Inter
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net retailers do not necessarily require a physical location. They attempt
to realize efficiencies through “disintermediation” (Watson et al., 2000).
This differentiation leads to a unique set of stakeholder relationships for
the Internet retailer (and these are not explicitly shown in the Figure 1
model).

Not every theme from Tables 1 and 2 is represented in the Figure.
Nonetheless, the major themes are depicted. In some cases, a theme
appears more than one time. For instance, theme 12a (operational costs)
is classified as being relevant both for center owners and center develop-
ers.

The Shopping Center Industry: Key Themes

Based on survey responses and group interviews, we identify 79 distinct
themes related to the future of retailing. Many of these themes are closely
related and thus overlap to some extent. Themes from Tables 1 and 2 are
imposed onto the stakeholder model represented in Figure 1, showing
which stakeholder groups may be most affected by anticipated trends.

Current Challenges and Dynamic Changes

Table 1 shows themes 1 through 18, which are concerned with current
industry challenges. We classify these themes into five broad categories:
industry structure, competition; consumer trends; firm-related trends;
and the macro-environment. Themes affecting industry structure include
landlord-tenant relations, cost structure, the changing nature of anchor
stores, consolidation, lack of store differentiation, overbuilding, financing
trends and redesign of existing centers. Competition-related themes sug-
gest that the Internet, discounters, strip centers, big-box retailers and
lifestyle centers pose the biggest competitive threats to traditional shop-
ping centers. Other competition-related themes include the sheer number
of competitors, threats to traditional department stores and retailers” ex-
panding product offerings. Important consumer trends include expanding
expectations about service, the growing number of upscale consumers,
changing interests and lifestyles, fickle tastes, changing perceptions of
shopping as an activity, negative public opinions about business activities,
consumer confidence, the aging population and unpredictable demo-
graphic shifts. Major firm-related themes include: operational and labor
costs, bankruptcies, the rising cost of living, flattening corporate leader-
ship structures and customer-focused management. Finally, current chal-
lenges from the macro environment include the economy, political de-
velopments, societal trends and technology advancements.
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Industry Forecasts

Table 2 highlights forecasted developments for the shopping center in-
dustry over the next five years. We label these as themes 19 through 43.
Participants foresee changes in the key areas of: a) consolidation and its
consequences; b) industry structure; c) store formats, d) customer expe-
rience and e) globalization. Some respondents predicted changing com-
petitive trends and over-development associated with industry consolida-
tion, while other participants saw little change and only minor competi-
tive threats. Accordingly, some forecasted little change in industry
structure, while others predicted diversification, shake-out and market-
focused management taking on increased importance. Changes to store
formats that were mentioned include size of shopping centers, center
format, entertainment orientation, growth in lifestyle center concepts,
one-stop shopping, open concepts, fewer small retailers and a growth in
urban retailing. Respondents predicted the need for a more customer-
friendly shopping experience, attention to low-income consumers and an
overall increase in customer-focused retailing. The major themes related to
globalization include the growing importance of international markets, tech-
nology, new markets and attention to ethnic minority consumers in the U.S.

The responses to the question about job description in the future, a
more personal question, resulted in a range of responses from optimistic
to uncertain. (See Table 3, themes 44 through 52). Some felt their job
would be different in scope, perhaps more interesting or simply one more
focused on real estate transactions. Another theme was the potential for
the job to be more complex and challenging, requiring greater techno-
logical skill. Predictably, satisfying consumers was part of the job (al-
though curiously one respondent mentioned that he would be “less fo-
cused on consumers”). Pleasing tenants was a major theme as was the
drive for profitability. A few respondents were pessimistic and foresaw
decline, obsolescence or no change from the current challenges. It is safe
to say that most expect change, but are open to the possibilities and not
particularly anxious about the future.

Table 4, containing themes 53 through 79, summarizes respondents’
predictions for the success{ul shopping center of 2008. First, respondents
foresee the need for changes in the tenant mix, to include value and
discount retailers, a variety of retail concepts, catalog retailers, box retail-
ers and specilic retail brands such as Wal-Mart. Second, many respon-
dents {ocus on the growing popularity of the lifestyle concept. In this
regard, future retailers must concentrate on issues such as entertainment,
community and the experiential aspects of shopping. Third, respondents
forecast the inclusion of non-traditional tenants in shopping centers, such
as services, health and {itness, physical goods, community and residential
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properties, business and financial services and the increased use of tech-
nology. Fourth, respondents predict the need for customer-focused mar-
keting, including one-stop shopping, customer service, convenience and
expanded amenities. Retailers will be required to monitor customer tastes,
maturing consumers and families and possibly offer longer hours of op-
eration. Some respondents predict little or no change in requirements for
success.

Trend Evaluation: Perceptions of Importance

The environmental trends rated as having the most extreme impact in-
clude industry consolidation, general economic health, spending power of
children and “tweens,” aging of the population and shopping center se-
curity. The five trends with the lowest rated impact are the prospect of
war, increasing focus on health and fitness, concern for the environment,
move toward wireless telecommunications and supply chain management
issues.

With respect to whether the respondents felt they had any control
over the changes, the results were interesting. A slight majority (54.9%)
disagreed or strongly disagreed with the statement, “The changes taking
place in the industry are largely uncontrollable.” (The mean response to
the question was 2.67 and the median, 2.0). The remaining 45.1% either
agreed or strongly agreed with the statement. The split opinion on the
locus of control these executives and managers maintain may provide
insight into the future of their organization’s success. If one believes that
environmental influences are beyond the control of the manager, then the
response may be more reactive than proactive and less competitive. Lusch
and Laczniak (1989) mention this “business luck” theory in their study of
responses to macro-environmental forces. The focus of this study was not
on the psychological profile of the respondents or their management
capabilities, but our study paints a unique portrait of the strategic orien-
tation of today’s retail and shopping-center leaders. It would be worthy of
future research to investigate, in more depth, the relationship between the
psychological profiles of managers and their perceptions of key environ-
mental trends.

m Conclusion

Most theories of retail evolution are developed ex post facto and have little
predictive power. Ours is not necessarily designed to be a predictive
model, but does provide insights about industry perceptions of key
trends. It is relatively easy to extrapolate from our listing of trends to
emerging industry practice. For example, since teen spending is a prom-
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ising trend, then tenant mix is likely to change and certain specialty
retailers are likely to emerge. It is curious that the impact of war and
terrorism was not a heightened concern among our informants. However,
economic health and shopping center security are related and critical
issues. Perhaps concerns about terrorism are more relevant and direct in
markets outside the U.S.

The complexity of the retailing industry is revealed by the sheer
number of trends that we identify here. For instance, our informants are
able to identify more than 79 trends (see Tables 1 through 4). These
themes include concerns about industry structure, competition, labor
costs, consumer trends, economic trends and other issues. Many of the
trends interact in important ways. For instance, in many U.S. markets,
there is a lack of space to develop new centers (e.g., themes 6 and 21). As
a result, we see the development of urban malls (see themes 17 and 35),
a concept that was quite rare just five years ago. But then, the urban mall
itself raises a whole set of challenges. The city government and members
of the local community (see theme 15) often want to provide input about
how development takes place, so urban projects typically take a long time
to complete and are quite expensive, as a result.

In the next five years, it will be interesting to see if the themes that
we discuss will continue to dominate the industry. Or, it may be that an
expected event (e.g., a terrorist attack) causes a radical change in the flow
of anticipated events. It is, of course, quite difficult to predict events that will
happen tomorrow, so the effort to predict the shape of an industry five years
out is quite a challenge. However, as revealed by our interviews, ICSC mem-
bers seem to have a steady and consistent vision of things to come.
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