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Why Undertake a 
Citywide Retail Strategy?

Shopping opportunities are essential 
to the quality of life in any city

Sales tax revenues are the second 
largest single revenue source for San 
Jose’s General Fund 

Supporting retail activity has been an 
ongoing objective for Envision 2040 
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Presenter
Presentation Notes
First, though, a reminder of why we’re here. (Reference topics on the slide.) 



Strategy Goals 
and Timeline

Goal 1: Identify retail starved areas of the 
City, and prime retail sites in these areas 
that could be developed to meet this need.
Goal 2: Identify strategies to increase 
retail activities in new retail locations, and 
to boost existing retail sales.
Timeframe of this strategy: 3-5 years
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Photo: Sprouts@Brokaw

Presenter
Presentation Notes
North San Jose – separate approved Strategy. 
Downtown is the subject of a separate study that will be coming to you in the months ahead. 
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National Retail Industry Trends

San Jose’s Retail Context

Presenter
Presentation Notes
Last time, we presented the first half of this report which focused on what’s happening nationally with retail, as well as San Jose’s retail portfolio. Some of the takeaways  were that retail is changing globally as ecommerce continues to expand, with greater focus on experiences.  We also talked about the types of retail centers we have in San Jose, where it it’s concentrated and why, and the growth of our retail portfolio over the last 16 or so years. 

Today we have the most important topics in the report. We’re going to try to answer four questions: How is San Jose’s retail actually performing? Are there parts of San Jose where more retail could take root? What exactly is the impact of recent chain closure announcements? And finally, What strategies could help support the continued viability of existing and new retail in San Jose? 



San Jose’s Retail Performance

San Jose’s Top 10 
retail centers - $/PSF Retail employment

Competitive 
indicators Sales tax trends

Photo: Whole 
Foods, DTSJ

Presenter
Presentation Notes
One of our goals  with this study was to really take the temperature of this sector in light of all the disruption happening around us. 
These are the primary metrics we’ve looked at. Sales PSF at our biggest centers; employment in the retail sector, how well we’re “capturing” our regional share of retail sales, and then our sales tax receipts. What we found is in general, retail in San Jose is actually doing pretty well. 



San Jose’s Top 10 Retail Centers’ Performance
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Center Name Center Type Total Annual Sales 
(2016)

Estimated 
Sales Per 
Square Foot 
(2016) *

Estimated 
Average Sales 
Per Square 
Foot for Similar 
Centers*

Westfield 
Valley Fair Super-Regional Mall $904,000,000* $647* $600 +

Westfield 
Oakridge Regional Mall* $407,836,950 $352* <$400

Santana Row Lifestyle $344,836,933 $533* N/A
Eastridge Mall Regional Mall* $310,854,067 $236 <$400
Almaden Plaza Power Center* $243,294,893 $404 $300 +
Westgate 
Center Power Center* $202,079,217 $318 $250-300

The Plant Community/Power 
Center* $185,477,733 $288 $200 +/-

San Jose 
Market Center Power Center $116,282,133 $342 N/A

El Paseo de 
Saratoga

Community/Power 
Center* $74,723,850 $212 $250 +/-

Almaden Ranch
(Under 
Construction)

Power Center $48,465,000 $155 N/A

*These values/figures were provided by industry reports and/or by Greensfelder Real Estate Strategy. All other values
are estimated based on 2016 SBOE sales and 2016 CoStar inventory data.
Source: CoStar, 2016; California State Board of Equalization, 2016; Strategic Economics, 2018.

Presenter
Presentation Notes
Here’s a look at how our largest centers are faring. We’re really lucky to have 10 major centers in San Jose, including several large regional malls. By and large their sales per square foot meet or exceed similar centers, with a couple of exceptions. YMMV: owners of Oakridge and Eastridge actually present rosier numbers than this, because they calculate them a little differently.. Several of these centers have also seen significant investment upgrades: Eastridge rebranded this year; Westgate has also refashioned itself in the last couple of years; Valley Fair is undergoing a major expansion; and we expect Oakridge could also receive a refresh in the next couple of years. It’s important to nurture these centers – together, they account for about 26 percent of the city’s total retail sales. 



Retail Employment Over Time
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Presenter
Presentation Notes
One thing we wanted to look at is how is retail employment faring. This is an important sector for San Jose, with about 11 % of the city’s jobs. By the way, that’s a greater percentage than our neighboring cities and even peer cities in the state.  What we found is that retail employment has stabilized coming out of the recession. There’s not been a collapse in retail employment to date, which is important to recognize as we continue to monitor the industry. This could start to change depending on larger industry trends, and we’ll want to watch the next batch of numbers. The other thing to note is that we haven’t seen a dramatic surge in retail employment, unlike some other sectors – a similar one I’ve included on the chart. 



How Well Does SJ Compete?

98% 5% since 
2010

SJ General Retail Capture Rate
10 ...totaling 

2.8M SFnew centers 
since 2006

104% 6% since 
2010

Transportation Sales Tax Capture

$38/$145
General Retail Sales 

Tax per Capita
Total Sales Tax 

Per Capita

3.2% 2.8%
SJ Vacancy SC County Vacancy

Presenter
Presentation Notes
I want to spend a minute on the question of how we compete regionally. 
When you look at retail “capture,” we’ve markedly improved our position over the last decade. Retail capture is a somewhat squishy concept: it’s the percentage of total retail sales taxes that you would expect a city our size, with our demographics and household income levels, to produce. A lower number means more people leaving the city to shop. Our headline rate of 98 percent is actually pretty good for a city our size, and we should be really proud of that number. It wasn’t always this strong. Retail leakage was much more pronounced about a decade ago. DISCUSS: Correlates with new centers coming online, which was a strategic focus for staff. @First, The Plant, Coleman center, the new Costco in District 2, Almaden Ranch. What we’ve done is plug some of our gaps, and brought in some retail that people were leaving San Jose for. 
Now, we can always do even better. Some neighboring cities continue to dramatically outperform us, and that’s especially true when you look at the sales tax per capita numbers of our neighbors in the memo, where they’re just eye-popping.  In general, these are smaller cities with large retail centers and they’re drawing a huge number of people into their borders. That said, there are some specific sectors we can improve, where we think we are leaking, we can talk about a bit later. 
We need to keep an eye on our transportation sector, which includes car sales and service stations. It’s always been a super strong point of SJ, but we’ve lost ground there, likely as other cities have expanded their automalls. 
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Sales Tax from General Retail Generally Stable

Photo: Oakridge Mall

Presenter
Presentation Notes
This is not an EEG. This chart graphs our general retail sales tax revenue since the end of 2008. 
It shows that tax receipts are trending stable. The trendline is generally up, which is great. But keep in mind these numbers are not inflation adjusted. Also, since 2008, we’ve added more than 50,000 residents. So our retail sales are not collapsing, but they’re not exactly booming either. 
Why are these numbers relatively flat, especially if our capture rate has been improving? Well, recall our global retail trends. People’s buying patterns are changing. They’re spending more on health care and housing, with less discretionary income. In addition, more money people are spending is going toward nontaxable sales. (Example: Gyms.) With all of that said, this is not a bad graph to see. And it’s likely that it would look a lot worse had we as a city not made a push for more and better retail in the mid-2000s. 
Prepare for slow growth or flat sales tax revenue going forward. That’s OK, because retail is so much more than sales tax. 
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Presenter
Presentation Notes
Dena section. 



Underserved Areas
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“Underserved” = Any 
area not within a 1-mile 
radius of a full-service 
drugstore.

Does not address quality, 
simply access. 

Two areas stand out: 
North San Jose and part 
of Berryessa

Graphic: Strategic Economics



Areas for Retail 
Expansion
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Criteria: High traffic, 
access, income, density, 
existing nodes and 
future growth. 

1. DTSJ, East Downtown
2. Winchester Corridor
3. 101 & 280 area
4. Berryessa BART 
5. Oakland/Brokaw area
6. South SJ retail hubs 

1

2

3

4
5

6 6

Graphic: Strategic Economics



Opportunity Sectors for Retail Expansion
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Presenter
Presentation Notes
Chart shows estimated “capture” rates – it’s not perfect. But it suggests areas were we could have some room to grow in specific market sectors, like furniture and even some apparel. It also shows how well we do in some of our strong sectors like department stores and auto sales. These are areas where we want to maintain our lead. 
It’s important to note that developing retail sales tax isn’t just about adding new, redundant stores. What you’re trying to do is give the market something that doesn’t exist, or where more demand isn’t being met. (Think of the Bass Pro Shops model.)  
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Presenter
Presentation Notes
OK so now the bad news. 
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Presenter
Presentation Notes
These are some of the big names that have shuttered in the last couple of years, and really fueled this narrative of “retail Armageddon.” As I think we’ve shown so far, we’ve not seen a collapse of retail in the numbers in San Jose. But, we’ve certainly had exposure to these closures and it’s going to affect our market going forward for a long time. 



OSH, 39K SF

Lowe’s, 177K 
SF

OSH, 49K SF

OSH, 39K SF

OSH, 50K SF

OSH, 50K SF

Toys R Us, 
35K SF

Babies R Us, 
37K SF

OSH, 52K SF

Babies/Toys R 
Us, 60K SF

Total 560,000 SF

SJ = 36M SF market

In general, good 
locations

But, potentially lengthy 
retenanting process

Some stores will be 
divided

Big-box closures = 
major focus area

Recent Major Chain Closure Announcements   

Presenter
Presentation Notes
So adding up the numbers, what is our exposure exactly? Currently, about 560,000 SF. 
Spread throughout the city. 
Put number in perspective
Generally good locations. 
In general, in SJ, large box vacancies backfill within a reasonable timeframe. However, this is a significant glut of space and won’t be absorbed overnight. There are likely to be more: It’s possible we could lose our last remaining Sears. 
Creative solutions/dividing spaces (expensive), finding expanding, additive retailers that may not exist here yet. Regional retailers. 
This is a major focus of city economic development work – moreso than looking for new shopping center/big box sites. This is so crucial because the vacancies have a follow-on effect with other retailers in a center. Smaller shops can struggle after losing a major anchor. 






Creative Solutions:
Eastridge Center

Presenter
Presentation Notes
Eastridge Center recently implemented a creative response to a stubborn vacancy. The former Sport Chalet closed in 2016.  This past weekend, the mall owners opened a temporary roller skating rink inside the store, after experimenting with it being outside. It will be open for the holiday season, and is a good example of how you can fight a dark space without having a permanent replacement lined up. It’s not the kind of response that would work everywhere, but we should be on the lookout for ideas that could work for neighborhoods as well as shopping center owners in the interim time period before these spaces are filled. 
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Presenter
Presentation Notes
So what’s our action plan? I’m going to run through these quickly, but there’s a lot more detail in the memo and the strategy, which can be read in conjunction with each other. 



Photo: Renovated Eastridge
Center in East San Jose

1. Develop SJ 
Marketing Collateral

2. Redouble 
Outreach Efforts

3. Plan for Big-Box 
Closures

Presenter
Presentation Notes
We need to do a better job on proactive outreach and marketing of the city, including freshening our collateral and making sure we’re promoting San Jose as the desirable market it is at every retail industry event and prospect meeting we can attend. Number three is about planning proactively for big box store closures. We need to be ready to work with owners, investors, tenants to make these sites attractive whether it’s retenanting or redeveloping them. 



Photo: VillaSport in Berryessa

4. Form and Maintain 
Relationships with 
Box Retailers 

5. Assist Smaller 
Retailers with 
Space Needs and 
Services

Presenter
Presentation Notes
That’s also connected with No. 4. How can we make sure that our large box retailers are plugged into the city, they can come to us with issues, that they know what’s coming in the city in terms of development and new opportunities. Hit on small biz: We also want to make sure that small, locally owned retail has a bright future in SJ. We have to continue doing what we’re already doing (Storefronts, Small Business Ally, BOS). Where can we use our role as the city to encourage small business. 



Photo: Bass Pro Shops Uncle 
Buck’s Fish Bowl and Grill

6. Facilitate Future 
and Evolving 
Entertainment/
Services Uses

7. Study 
Sign Code 
Updates to 
Support 
Retail

Presenter
Presentation Notes
We’ve got to be ready for new uses that we might not have experience with, or that our zoning code might be iffy on. At least being ready for that. No. 7: Signage: It’s so important for retailers. Are there ways we can make our sign code easy to understand and use? 



9. Coordinate 
closely with mall 
owners on forward 
planning

Photo: Fruitdale Station (left), 
Oakridge Mall

8. Assess proposed 
retail/ commercial 
spaces for viability

Presenter
Presentation Notes
Mixed-use spaces are more and more important as we grow. How can we ensure those are viable spaces with the right depths, heights and infrastructure to work? Answer: Checklist under development. 
No. 9 is just so important: We’ve got to be ready to assist and guide these mall owners as their properties transition. 



10. Identify San Jose’s 
Best Undeveloped (or 
Underdeveloped) Retail 
Corners

Presenter
Presentation Notes
And then, while the bulk of our near term focus will be on these existing vacancies, we do need to be on the lookout for potential new retail centers or retail redevelopment opportunities. @ First example. First and 237 – we were focused on industrial, but a developer had a bright idea of putting retail on here and the city worked to make that a home run. 



1. Produce an updated retail 1-page flyer and retail copy for the SJEconomy
website.

2. Produce 1 blog post per month featuring a San Jose retailer success story.

3. Market existing and upcoming big-box vacancies to expanding regional and 
national users, and meet with property owners to understand specific issues 
related to these vacancies and how the city can assist in the permitting process. 

4. Undertake an inventory of underused retail sites at major corners to identify 
areas for new development or redevelopment.

5. Attend the International Council of Shopping Center’s Monterey conference. 

6. Identify top target sectors and users for additional outreach.

7. Host a roundtable with local brokers to understand concerns and trends. 

8. Host outreach meetings with each of San Jose’s major malls. 

9. Finalize a mixed-use commercial space checklist for new development

Proposed Six-Month Workplan

Presenter
Presentation Notes
We have this six month workplan in the memo. A couple of the most important things here are the work  on big box vacancies and being more proactive on collateral and outreach. 



Questions? 
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Photo: Vietnam Town San Jose
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