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1 Introduction

The urban form of New Zealand cities developed around the constraints posed by topography and
public transport such as trams, trains and buses. High density living supports walking, cycling, and
public transport as dominant travel modes (Segal & Licko, 2007; Dieleman & Wegener, 2004). As
travel costs (money and/or time) decrease, people are prepared to travel farther to engage in
activities like employment, living, shopping, and recreation (Dieleman & Wegener, 2004), so the rise
of the private motor vehicle and cheap transport fuel has contributed to low density living. Low
automobile travel costs have coincided with societal changes including greater participation of
women in the workforce, refrigerators, increased household income, smaller families, more leisure
time, trade liberalisation resulting in greater product choice at lower prices, the availability of easy
credit, extended shopping hours, and the shift from shopping as necessity to shopping as recreation
(Rotem-Mindali & Salomon, 2007; Walmsley, 2006; Nijkamp, Ouwersloot, & Rienstra, 1997; Troy,
2007). On a global scale, two key transportation developments in the 1950s revolutionised
consumption spaces: commercial jet aircraft travel for people and goods, and standardized
containerization for land and sea freight (which accounts for about 90% of the world’s freight).
Communications technology has also contributed to a ‘smaller world’ with satellite and optical fibre
technology (from the mid-1960s), electronic mass media (television), the internet, and mobile
communications (Coe, Kelly, & Yeung, 2007). These factors have combined to change retail
landscapes throughout developed countries, particularly in the New World.

Retail areas have spheres of influence where they dominate the provision of specific goods and
services (Johnston & Rimmer, 1967). In comparison to today, retail formerly occurred at limited
spatial scales, dominated by neighbourhood shopping centres and inner city retail. Whilst a few large
department stores were in place, the majority of shops were small. As we have shifted to lower
density living, retail landscapes in New Zealand are increasingly dominated by malls, big box retail
centres, and large supermarkets. Retail has shifted from a focus on central places to include large
format retailers that succeed in offering cheap prices by locating in the suburbs where rents are
cheaper. This has impacted on the viability of smaller retailers in city, town, and neighbourhood
centres.

It is recognised that as oil becomes increasingly scarce, transport and commodity prices will rise
(Mitchell, 2008). Discussion has begun around the opportunities provided by urban form and
transport in New Zealand in terms of their potential to reduce carbon emissions and provide co-
benefits such as health gains and costs savings (Chapman, 2008). A shift in the proportion of people
travelling by modes other than private car, increasing freight costs, internet shopping, and significant
shifts in consumer demographics will have profound impacts on the retail landscapes we know
today.

The purpose of this document is to provide and overview of how increasing transport costs and the
evolving consumer demands for different retail forms may combine in the future to change the
urban form of cities in New Zealand. First, a background to changes in retail landscapes in New
Zealand is provided. In the second section, the ways shifting demographics and generational wants
are changing the face of retailing in the Western world are discussed. The dilemma of transporting
consumers and/or goods for consumption purposes is briefly covered in the third section. In the
forth section, a discussion of likely future retail forms in New Zealand is provided. This is followed by
discussion of the resulting changes to urban form. The report concludes with a summary of the key
points arising in the paper.
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2 Background to Changes in Retail Landscapes

Today, we can engage in many different types of shopping activities, as outlined in Table 1. Retailers
have identified markets for meeting consumer needs and desires and people can engage in different
retail activities in various locations, including their own homes. Different forms of retail appeal to
people in different life stages. As our lives have become busier and more suburbanised, retailers
have offered us new ways to consume.

Table 1: A Classification of Shopping Activities

Consumer need

Retail response

Benefits

Essential shopping

Local convenience shops
Corporate mass merchandisers

Convenience
Low prices, utility

Fun/leisure shopping

Specialist shopping areas
Large leisure/shopping complexes
Fashion/lifestyle retailing in planned cluster

Wide product range, style
Leisure activity, style
Multi-purpose activity

Purposive shopping

Large, target shopper units
Wide product range or variety stores
Internet shopping

Wide product range
Good value
Wide product range, value

Time-pressured shopping

Home shopping
Petrol station shops/convenience stores
Internet shopping

Saves time
Saves time
Saves time

Innovative shopping

Home based facilities
Catalogue showrooms

Good access
Good product range

Source: Adapted from Dawson and Sparks (1987)

2.1 Grocery Retailers

Many of the small greengrocers, butchers, bakers and food retailers located in neighbourhood and
city centres were displaced by supermarkets. In the 1980s, supermarket chains, along with other
businesses like banks and clothing retailers, moved from the high streets and neighbourhood
shopping centres to malls and regional shopping centres at the periphery of city centres and/or into
the suburbs. Supermarkets have the advantage of offering a wider range of foods at lower prices.
They also offer the convenience of one-stop shopping, which appeals to a time-deprived society that
is no longer interested in daily shopping trips. Increasing rates of overseas travel have lead to greater
sophistication in the New Zealand palette, and higher expectations of supermarkets (Troy, 2007).

In the United Kingdom and North America, the existence of suburban ‘food deserts’ has been
observed, where the disadvantaged areas of cities have relatively poor access to healthy and
affordable food (Larsen & Gilliland, 2008). Contrary to this international trend, it has been found that
those living in New Zealand’s more deprived areas have greater access to food and alcohol retail.
This means that supermarkets, convenience stores, fast food and alcohol outlets are
disproportionately located in more deprived urban neighbourhoods in New Zealand, and the range
of outlets in these areas is more extensive than in more affluent urban areas (Pearce, Day, & Witten,
2008; Pearce, Witten, Hiscock, & Blakely, 2007; Pearce, Witten, Hiscock, & Blakely, 2008).

To take advantage of high rates of foot traffic, some grocery retailers are re-locating small format
stores at transport hubs, in areas of dense living, and in close proximity to large numbers of (city)
workers. Smaller ‘Metro’ stores in these locations are intended to capitalise on cash rich, time poor
consumers (Lopatin, 2004). The New World Metros at the Wellington train station and on Willis St in
the Wellington CBD are examples of successful stores harnessing dense populations of commuters
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and workers respectively. As larger supermarkets expand into city areas, like the supermarket and
apartment block proposed for an area close to the Basin Reserve in Wellington, residents express
their anxiety over the likely increased traffic to the area, especially at peak times (Burgess, 2009). In
Wellington, the inner city residential population is growing rapidly, and 31 percent of inner city
apartment dwellers are estimated to be car-less (Wellington City Council, 2009a). Companies are
responding to this increase in density with smaller format stores, but these rely on high levels of foot
traffic to remain viable (Four Square is coming back, 2009)(Hargreaves, 2009)(Burgess D. , 2010).
With the inner city population in Wellington predicted to grow by 9,000 to 21,000 in 2030, there is
considerable interest from supermarkets to locate close to the inner city. Indeed, as of April 2010
there are 5 new supermarket developments proposed (Burgess D., 2010).

2.2 Malls and Large Format Retailers

Larger goods retailers have expanded in waves, from department stores to malls, then ‘big boxes’,
and out-of-town retail centres and mega-malls. These step changes in retail format size boast more
authoritative ranges and greater destination pull.

Shopping malls are a collection of stores at a single location that are managed as a unit. These arose
as consumers became more affluent and mobile in post-war America, and were copied in other
developed nations. Representing increasing economies of scale in retail capital and organisation,
malls are attractive to consumers for a number of reasons. They offer initial novelty value,
potentially lower prices, protection from the elements, and the convenience of reduced transport
cost and time savings (Press, 1994). They are popular with many age groups, providing a safe place
for young people to hang out and for elderly people to spend time. However, these large scale
retailers often displace small businesses and cause traffic congestion (McLaughlin, 2008).

Big box stores offer customers low prices and the convenience of one-stop shopping. Big box
homeware, hardware, and grocery stores compete with independent grocery, hardware, garden,
appliance, and furnishings shops. The impact of large format retailers in small towns in New Zealand
has been shown to depend on socio-economic factors and the ethnic circumstances of various
community groups (Allan, 2009a). In some instances, big box retailers act as anchor stores, bringing
more patrons to a shopping area. However, in many instances their low prices and wide product
ranges displace other retailers.

In response to the demands of the increasingly discerning and segmented consumer market, retail
parks have established as clusters of big boxes offering a broad range of goods. These parks are
based around the premise that customers will arrive and depart via private car. Thus, the most
successful parks are those with a large quantity of car parks. Additional features making an area
attractive include long open hours, attractive shopping environments, and secure surroundings. It is
easy to provide most of these aspects in out-of-centre facilities (Thomas, Bromley, & Tallon, 2004).

In recent years, imports from smaller furniture traders have felt the pressure from large chains like
Harvey Norman, with a number of well-established independent furniture retailers closing down
over the past year. As a large player in the furniture industry with over 30 stores in Australia, Harvey
Normal can do big deals and offer extended credit to customers. Potentially lower quality furniture
imported from countries like China is often sold cheaply, undercutting New Zealand made products
that may look similar, but tend to have a longer life span (Weir, 2009).

From an urban form perspective, big box retailers, malls, and big supermarkets have large
catchments and put considerable pressure on transport infrastructure. For example, Westfield’s
Queensgate Mall in Lower Hutt caused a number of Lower Hutt retailers to close or relocate nearer
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to, or into, the complex. Queensgate has also changed the distribution of pedestrians and traffic in
the city, concentrating consumers around the mall rather than on the high street (Press, 1994).

The two primary trends emerging in large format retailing internationally are improvements to the
design of the stores in response to market forces and the requirements of local planning authorities,
and technological advances in matching product supply to local demand (Allan, 2009a). Improved
design elements relate to the architectural character of the building, colour and material of the
primary structure, pedestrian flows, parking (like stacked car parks), and the relationship to the
surrounding community (Beaumont & Tucker, 2002).

Public transport connections are increasingly important for malls which generally sell portable goods
(Hall, 2007). However, buses and trains are not suitable transport modes when purchasing bulky
goods from large format hardware and homeware retailers. In the future, public transit may be a key
transport option for getting customers to retailers that sell bulky items if those stores offer
internalised and quick delivery services.

2.3 City Centre and Neighbourhood Centre Retailers

Historically, communities were centred on trade and trading relationships and retail was focussed on
town and neighbourhood shopping centres. Retail is a dynamic and complicated activity, and an
important source of vitality for town centres, both through development of new retail centres and
the continued success of existing outlets. Without the revenue generated by retailing, many town
centres would decay. Whist most neighbourhood centres in New Zealand have experienced decline,
most city centres remain successful because they are points of retail focus.

City centres tend to be better connected to public transport networks, and the older centres
typically have a better sense of place. They are often successful locations for café culture,
restaurants, and independent stores, as well as chain stores. There is a current trend towards inner
city living, and the popularity of town centres for living, retail and entertainment will be further
facilitated by main street revitalisation concepts and mixed use areas. Whilst city centres are likely to
continue to be the focus of brick-and-mortar retail stores, high rents may be discouraging to new or
independent retailers.

Neighbourhood shopping centres were traditionally planned to service a neighbourhood catchment,
and though less prominent today, in most cases they remain the heart of the neighbourhood. Until
the 1960s, most town or suburb centres had a cluster of shops with a butcher, baker, greengrocer
and dairy. However, by the 2000s the convenience offered by supermarkets led to the demise of
small food shops. In the early 2000s the key competitive advantage of dairies — longer opening hours
— was lost as supermarkets were allowed to extend their hours (Walrond, 2010). Neighbourhood
centres currently provide convenience goods for the transport disadvantaged in close proximity to
community meeting places and services. For residents that do not have access to a vehicle, are
unable to drive, and/or find public transportation does not meet their shopping needs, shopping
close to home in neighbourhood shopping centres is the most convenient option (Taylor, Baines, &
Perkins, 2010). These centres are likely to become more important to the community as private car
use declines (Allan, 2009b). It has been observed throughout the Wellington region that, due to
lower rents than town and city centres, neighbourhood centres are also attractive to small
destination retailers, such as designer clothing, antique, and art stores (Powell & Allan, 2009). Similar
observations have been made in the Auckland region, in that they provide opportunities for business
start-ups, second-hand stores, and ethic food businesses that could not survive in expensive retail
areas (Taylor, Baines, & Perkins, 2010). In Lower Hutt, it is apparent that the more successful
neighbourhood centres are those located at or along busy transport nodes or corridors (Allan,
2009b), a trend that is likely to continue.
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2.4 Online Retailers

Internet retail began to take off in the mid-1990s, particularly for travel, books, CDs, and videos.
Today, almost anything can be purchased online, and internet trading is the way most retailers do
business with their suppliers. There are three key activities associated with online purchasing:
product search, online purchase, and product delivery (Weltevreden, 2007).

Online retail poses both threats and opportunities for existing retail models. People sometimes
search for products online and then find and purchase those products in physical stores, but online
buying often replaces trips. Whilst some retailers face internet substitution, there may be
complementary relationships regarding information — either online or in-store information, and in
store or online purchase (usually at a discount prices) respectively. The success of internet shopping
is influenced by the intangibility of the product and perceived risk regarding that product (Laroche,
Yang, McDougall, & Gergeron, 2005). Problems with online shopping and delivery are well-studied,
as companies seek to make online shopping as attractive to consumers as possible. For example,
problems like slow/unavailable service, pricing errors, packaging errors, products out of stock,
product defects, poor information, and non user-friendly websites have been identified (Forbes,
Kelley, & Hoffman, 2005). Essentially, trust is the barrier to uptake (Economist, 2010b).

Whilst some argue that internet retailing has the potential to make existing retail business models
redundant (Weltevreden, 2007), others suggest that the recreation, human interaction, and/or
tangibility aspects of shopping will prevent the complete shift to online retail in all categories
(Economist, 2010b). Apparel shopping is a retail area associated with these three aspects and it
could be assumed that only younger generations would buy apparel online. However, research
tracking the clothes shopping behaviour of 600 Baby Boomer women over the age of 50 found that
many are dissatisfied with retail salespeople and the limited range of clothing available in stores.
Interestingly, two out of three do at least some of their clothes shopping online (Reily, 2005). This
means that designers, retailers and marketers are failing to engage the richest group in their
customer base in bricks-and-mortar stores. The technology of online clothing shopping is tipped to
advance in leaps and bounds with 3-D body scanners predicted to be used to create avatars to help
customers chose items. This technology will also help to research the typical body shapes of target
markets and customise products (Pullar-Strecker, 2010). Consumers increasingly expect no
distinction between online and brick-and-mortar shopping - they want the same features, products,
access and service (Moorhead, 2009).

Most brands and large or chain retailers are moving to online sales. For example, Ezibuy, previously a
catalogue only retailer, now has a comprehensive website as well as a few outlet stores.
Wellington’s iconic department store Kirkcaldie and Stains is also moving into catalogue shopping
and on-line sales (Romanos, 2010). Distinctive kiwi brands like icebreaker and chalkydigits sell their
wares via bricks-and-mortar retailers, but have comprehensive websites that provide product detail
and point customers to the nearest retail store. Some of their clothing is available online, but not
through the brand’s own website. Other brands like Huffer sell a limited range via their website and
the majority of their product via other retail shops. Regardless of the means of sales, these brands
recognise the need for visually pleasing, user- friendly websites to motivate their customers and
support their brand’s reputation.

In New Zealand, Progressive’s Woolworths, Countdown, and Foodtown supermarkets offer online
grocery shopping. This includes decreasing delivery charges for larger purchases, and delivery time
options clearly outlined on their website. Each order is sent to the supermarket nearest to the
customer’s home, pickers assemble the order, and the order is loaded onto a truck which makes
deliveries in the suburbs where the customer lives. Whilst a number of online grocers have gone out
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of business in the USA, online food retailing is likely to remain in existence. In particular, it appeals to
the time-poor, parents with young children, the car-less, and the less physically-able (Murphy, 2007).

The internet has also opened the door for online trading by individuals who wish to avoid the
middleman. New Zealand’s highly successful Trademe initially targeted the trading of second hand
goods, but many people now run businesses selling new and/or imported goods via the website.
There has been a distinct move from bidding to fixed price buying on America’s eBay also, with 56%
of eBay sales in 2009 determined by the seller. This indicates that businesses are increasingly using
this sales avenue. It is also likely that as more people have become familiar with online trading,
bidding has lost its novelty and people are happier buying at a fixed price (Ahmed, 2009).

Delivery services are a major limiting factor for online purchasing (Economist, 2010b) and regardless
of whether the customer travels to a store or not, once purchased the goods must somehow travel
to the point of use. According to Court (2006), over 90% of respondents to a survey about online
retailing prefer deliveries to be made to their home. In New Zealand, online traders use existing
postal companies — like New Zealand Post, Courier Post and Mainfreight — or their own business’s
vehicles to deliver the goods purchased. Delivery options will no doubt increase with time, with
more frequent delivery slots, or dedicated pick-up points for online purchases in places like shopping
centres, transit hubs, or a network of centralised depots with extensive opening hours (Court, 2006).
Various overseas companies operate solely to deliver online purchases. In some cases, a secure box
is installed at the consumer’s home for unattended deliveries like groceries, dry cleaning, and video
rental returns. For example, ‘Homeport’ boxes are secure and automated public/private collection
points that allow customers to pick up or drop off parcels 24/7. The more successful and
environmentally sustainable delivery companies make small frequent deliveries within a
neighbourhood, more like a rubbish collection company than a courier-like drop off service (Murphy,
2007). For example, ‘spud!” delivers local and organic grocery deliveries in parts of the USA and
Canada. They celebrate their contribution to traffic reduction by (a) keeping customers off the roads,
(b) making many small deliveries along one route, and (c) using back roads to place the minimum
amount of stress on already congested transport systems. As customer numbers build, economies of
scale will lead to simpler delivery logistics.

Whist online retailers may not have physical retail stores, the merchandise must be stored and
dispatched from somewhere. Typically, warehousing in low rent out-of-town locations achieve this
purpose. There is a limited impact on urban built form from the in-store fulfilment of online orders
because little change is required to existing stores, but dedicated warehouses tend to be built on
cheaper land near key transportation routes, beyond the vision of most customers. The movement
of goods to and from warehouses puts pressure on existing road infrastructure.

Globally, brands and businesses are adopting new ways of interacting with their fans and customers.
There is even talk of exclusive fashion shows being opened to the paying public, along the lines of
attending a theatre show or sports game (The Sartorialist, 2010). With the massive move to online
shopping and interactive internet marketing, brands are finding that they cannot just push messages
anymore; instead, they must engage with their customers (Razorfish, 2009b). Social networking sites
like facebook and Twitter provide forums for brands to interact proactively with interested parties
(Razorfish, 2009a). Such forums essentially act as massive, fast, and inexpensive focus groups that
can be used by entrepreneurial businesses to great benefit (Economist, 2010b). So whilst internet
retail threatens some businesses, it also presents opportunities for the success of others.

2.5 Other Forms of Retail

Retail takes many forms, and there are many alternatives to online and brick-and-mortar retailing.
Forms of retail that cut out the middleman, like farmer’s markets, continue to be popular in New
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Zealand. Other retail forms include roadside trading, pop up stores, catalogue shopping, Christmas
clubs, and vending machines.

Markets like temporary flea markets, speciality/boutique markets, and farmer’s markets provide
opportunities for small entrepreneurs to meet customers. These often attract tourists and
neighbourhood residents (Carr & Servon, 2009). By cutting out the middleman, people can buy fresh
produce and other products at reduced prices. Markets are often located in town centres and are
easily reached on foot or by public transport, or near large areas where patrons can park their cars.
Farmer’s markets are generally seen as complementary rather than competing with retailers, often
customers move on to other retail shops (Department of Primary Industries, 2009). Festival markets
such as wine and food festivals, the Matakana Market and Martinborough Fair tend to generate
event-related traffic and are essentially entertainment events.

General roadside trading is popular on some transport routes in New Zealand, with coffee carts
becoming particularly prominent in recent years. Temporary ‘pop up’ stores are also appearing in
areas of high foot traffic. Warehouse clubs are a North American phenomenon that is starting to
arrive in New Zealand, selling anything that can be purchased in bulk at extraordinarily low prices.
Customers become members of the club and pay an annual fee. These retailers may have a large
impact on New Zealand retail centres, particularly if competing out of existing retail centres
(Property Economics & Patrick Partners, 2007). More traditional forms of retail, like catalogue
shopping and Christmas clubs are still operating. The likes of Avon, Ezibuy, and The Wine Society
offer mail order/catalogue retail, with the latter two also offering online shopping options. Vending
machines in some countries are now stocking pharmaceutical products (bandages and pain killers),
kosher food, and even clothing (trendwatching.com, 2009).

3 Shifting Consumer Preferences

The retailing environment worldwide is currently in a period of transition, with shifts in consumer
demographics and wants over the 2007-2015 period changing the way we do business forever
(Pollack, 2007). The key features of this shift include the retirement of the Baby Boomers, resource
scarcity, digital interconnectivity, and status-related consumption. It is becoming apparent that
different segments of the population will require different products, shopping environments and
brand strategies. The 1980s-1990s was dominated by suppliers who pushed their products, while in
the 2000s retailers came to the fore through SKU rationalization, private brand penetration, and
merchandising decisions based on facts. The next phase, from 2010, is predicted to be dominated by
consumer demands (Pollack, 2007).

Generalisations can be made about consumer preferences and expectations based on their
generation. Baby Boomers (born ¢.1946-1964) will be retiring in large numbers over the next thirty
years and will increasingly place demands on housing and senior amenities. Generation Xers (born
€.1965-1981) want the good life and are big spenders on goods and services. The Millennials (born
€.1982-1995) are the most educated, ethnically diverse, techno-savvy, and least politically partisan
generation. They seek denser communities with modern, vibrant and diverse social and
technological amenities (Segal & Licko, 2007). Generation Zers (born c1996-2009) are also known as
Generation |, the Digital Natives, and the Internet Generation as they have never known life without
technology (Walliker, 2008).

By 2030 New Zealand’s population is anticipated to be greater than 5 million, reaching 5.75 million
by 2061. The age structure is changing as the Baby Boomers and Generation Xers move into the
older ages, increasing the median age. One in five will be aged 65 or over in 2021, compared with
one in eight in 2009. Whilst the median age was 35 in 2001, it is projected to rise to 43 by 2061
(Ashley-Jones, 2009). Ethnic population projections predict further growth in New Zealand’s Maori,
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Asian, and Pacific populations. These ethnic groups along with the New Zealand European group will
all age, with higher median ages and a higher proportion of older people (Bascand, 2008).

In the future, the Baby Boomers will place greater demands on health services and pensions,
coinciding with fewer workers to support these government initiatives (Bascand, 2008). This may
result in less spending, compounded by higher transport costs. The older consumers of tomorrow
will have younger mindsets and will shop in a far wider variety of categories than their counterparts
do today. Compared with previous retirement-age consumers, they are educated, financially
successful, and more self-focused. Also, the first wave of retiring Baby Boomers includes the first
group of women that have had significant careers and confidence, leading naturally into a more
productive senior life stage. The Baby Boomers will remain active and involved, redefining older age
and retirement (Pollack, 2007). As experienced consumers with a lifetime of shopping behind them,
they are much more demanding and discriminating in terms of what they want. They will reach a life
stage where spending on goods decreases and will shift to matters of health, general welfare and
services. This group will pursue leisure, entertainment and quality of life and search for ‘smaller,
closer and easier’. The retail response for this age group will be products and services that help them
to enjoy or defy older age (Pollack, 2007).

For Generation X, the mass acquisition life stage — setting up homes and establishing families —
means a large amount of retail spend. However, compared with the Baby Boomers, the new
spenders will have less buying power because they represent a smaller number of people than the
generation before them (Segal & Licko, 2007).

Consumption is increasingly important in the construction of people’s identities (Jackson & Thrift,
1995) and people tend to desire instant gratification satisfied through novel products, services and
experiences (trendwatching.com, 2009). This is particularly true for the Millennials, who are diverse
multi-channel shoppers interested in entertainment and recreation. They are considered the most
consumption-oriented generation, but are also demanding, discriminating and unpredictable
(Maloney, 2002). Their search for individual expression, self-fulfiiment and creativity means they
have less interest in chain stores than previous generations, and they are more concerned with what
their friends think than what is advertised (Pollack, 2007; Perez, 2008). This generation is highly
connected through social media, viewing everything as interconnected and available. Millennials are
more brand and ethically aware consumers and will continue to want new and exciting retail formats
(Romanos, 2010). The retail response for this group is tools to create, co-create or re-create
products. There will be greater demand for personalisation and it will be harder to reach them with
conventional media, marketing and retail formats (Pollack, 2007).

It is anticipated that there will be greater demand for products, experiences, and living spaces that
are suited to one. This prediction is based on the observable trends of decreasing household size and
the aging population. Keeping in mind a short lag between retail trends in the USA and the patterns
observed in New Zealand, it is anticipated that the retail growth bubble in the USA will pop by 2015,
meaning that most retail formats will conform to sales growth forecasts. Fewer conventional malls
will be built and the performance of existing malls will decline. There will be continued growth in
online retail, and lifestyle type retail centres will grow in popularity. The lifestyle centres will be
places to eat, be entertained, live and shop. There will also be a widening gap with regard to wealth,
education and the abilities to adapt to new technologies. It is anticipated that the top 10% of
households will have a growing share of total income (Pollack, 2007).

Internationally, growth in more retail markets will slow, with the fastest growth in emerging markets
such as China and India. There will be a huge shift in retail focus to Asia, especially as the nucleus of
knowledge-workers — university-educated labour and talent — shifts. Companies and customers will
enjoy an increasingly global reach, but new companies will find it hard to get a global foothold.
Surplus manufacturing capacity worldwide will support low-cost product sourcing and it is predicted
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that customers will have access to almost any product. In particular, the connectivity brought about
through the internet will facilitate supply and demand relationships. There will also be tougher
ethical standards, increased traceability, and more information sharing between supplier and
retailer, supplier and consumer, retailer and consumer, and consumer and consumer (Pollack, 2007).
This means retailers will need to collect and analyse a large quantity of data to stay competitive
(Morris, 2007; Pollack, 2007).

Whilst it is projected that enduring deflation will keep product prices in check, increased transport
costs may hinder this. It is also anticipated that developing country manufacturers will add reliable
low-cost production capacity, there will be a proliferation of private brands, improvements in the
global supply chain, and the continuing elimination of trade barriers (Pollack, 2007). However,
transport is becoming more important for retail competitiveness because it influences both the
supply and demand sides of retailing (Derek Halden Consultancy Ltd, 2006).

The need for recognition and status is the (hidden) motive for every consumer trend, regardless of
whether people are interested in consuming the most and most expensive; giving instead of taking;
consuming greener or less; or consuming experiences and gaining skills instead of physical products
(trendwatching.com, 2010). The Australian Centre for Retail Studies (2010) identifies six key
consumer trends types that are, and will continue to be, key drivers of the retail markets:

1. The Value Consumer is spending money more carefully due to financial pressure arising from
the Global Financial Crisis. Spending is focussed on needs and value for money, rather than
wants. Consumption is more planned, with price comparison shopping, confidence in trusted
brands, and less spending on eating out;

2. The Busy Consumer is time poor and is concerned with speedy, convenient consumption.
These consumers expect multiple channels for engagement. Ready-to-eat meal solutions are
appealing, along with online shopping, in-store kiosks, and convenient payment options;

3. The Green Consumer is concerned about the environment and is willing to pay a premium to
be environmentally friendly. These are also known as socially responsible, ethical, and
environmentally responsible consumers. They support organic and fair-trade products and
are interested in health and wellness;

4. The Local Consumer places importance on making purchases that are supportive of their
local community and economy, and are also perceived to be of better quality. They are
concerned about food miles and tend to support market shopping;

5. The Bored Consumer has become de-sensitised to traditional retailing and advertising. These
consumers want a more engaging shopping experience with greater retailer connection,
more variety, and more personalised products and services; and,

6. The Digital Consumer spends time interacting through forms of social media and seeks
meaningful relationships with brands through digital experiences.

It will not get easier to understand consumers, but they will increasingly determine how retailing
evolves both in physical and cyber spaces (Court, 2006). The aforementioned drivers are anticipated
to have a number of impacts on brick-and-mortar retailers. There will be fewer ‘stores’ as we
currently know them, and more pop-up stores and virtual stores. Bricks-and-mortar stores will
function primarily to provide brand experiences and immediate product fulfilment with stores acting
as show rooms or distribution modes (Pollack, 2007). As technology improves, we may find ourselves
selecting our preferences from holographic avatars projected into our homes, and then viewing or
trying our favourites in person at a showroom located in close proximity to our place of work or
home at a time convenient to us. Such stores will be small as less space is needed because orders
are fulfilled by warehouses or by manufacturers (RAC Foundation & British Retail Consortium, 2006).
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Increased travel costs mean people make fewer trips but shop for longer, so entertainment and
places to eat will help to keep shopping areas attractive and, therefore, viable. This may also keep
some out-of-town retail sites competitive (RAC Foundation & British Retail Consortium, 2006). There
will be a global consolidation of big box retailers, with companies stratified by price tier and lifestyle
target. These will be increasingly customised to life stages or life styles and different formats. We
will see the demise of the ‘anchor store’ and the rise of the ‘anchor place’ as a destination, with
lifestyle centres growing in popularity. Similarly, we will see the demise of small identical chain
stores. Instead, chain retailers will tailor individual stores to the relevant customer catchment.
Whilst the mega-store chains will remain big, there will be a general downsizing of products,
packaging, retail chains, store size, and living spaces. Glocalization will be prevalent, combining
global market sourcing with local market delivery and knowledge (Pollack, 2007).

4 The Transportation of Customers and Goods

Efficient and flexible transport options are fundamental aspects of retail growth for both suppliers
and customers. Transport modes influence how customers get to retailers, how and when they shop,
and what they buy. The key factors are the costs of different options, transport policies as they
relate to the different modes, evolving modes of transport, and increasingly accessible technology. A
24-hour connected society needs flexible and frequent transport options at more hours, to more
places. Large urban areas and out-of-town centres will attract increasing retail trade, but smaller
centres will struggle to offer as many retail and transport options (Derek Halden Consultancy Ltd,
2006).

Private cars offer more than cheap and convenient travel; they also have strong appeal to people
from a socio-psychological perspective, representing pleasure, privacy, style/affluence, and
independence (Nijkamp, Ouwersloot, & Rienstra, 1997). This status aspect and New Zealand’s
generally inadequate public transport systems and dispersed population have led to one of the
highest rates of car ownership in the world. However, transport externalities, especially greenhouse
gas emissions, have resulted in government policies to reduce the use of private motor vehicles
(Ministry of Economic Development, 2007; Ministry of Transport, 2008). Government bodies also
recognise the contribution of private cars to lack of exercise, obesity, and related health problems
(Macmillan & Lindsay, 2009; Public Health Advisory Committee, 2003; Segal & Licko, 2007). As these
policies are enforced and transport costs increase, there will be a modal shift for some segments of
the population away from private to public transport. Future travel is likely to be more efficient and
automated, with better communication between transport network providers, operators, and users.
Better real-time information will work in favour of public transport (Derek Halden Consultancy Ltd,
2006).

Local authorities throughout the country are focussing on the continued success of their retail
centres. For example, in the Wellington region, a sustainable growth strategy called the Wellington
Regional Strategy (WRS) has been developed by the region’s nine TLAs, along with central
government, business, education, research, and voluntary sector interests. The strategy recognises
both the need to encourage greater use of passenger transport, and to protect retail centres. One of
the key focus areas is regional urban form, seeking to protect the viability of retail centres by
clustering the population around existing centres. The WRS sets out a hierarchy of centres, where a
strong CBD is supported by sub-regional and neighbourhood centres (Wellington Regional Strategy,
2007). This hierarchy is supported by the Wellington City Council’s proposed District Plan Change 73
which aims to strengthen Wellington’s suburban centres (Wellington City Council, 2009b).

Research in dense overseas cities has found that pedestrians visit more shops than people who
arrive in motor vehicles. In addition, there is no evidence that pedestrians purchase fewer goods

1l1|Page



than car drivers (Sustrans, 2003b). In separate research studies in Graz, Austria, and Bristol, UK,
retailers were asked how they thought their customers travelled to their shops. In both studies, the
retailers overestimated the importance of private motor vehicles (Sustrans, 2003a). Similarly,
retailers in Edinburgh prioritised the provision of parking spaces, but shoppers demonstrated greater
concern about the provision of good quality pavements (Sustrans, 2003b). Similar research has not
been undertaken in New Zealand, and because our cities are less dense than those studied, we
cannot know how applicable these finding are to the management of our retail areas. We can expect
there to be greater uptake of public transport and active transport, but due to our relatively
dispersed population it will be hard to move people out of cars altogether. New cars will become
more fuel efficient and/or run on different fuels, but uptake will be slow. Private transport will
continue to play a prominent role in urban travel and adequate parking provision will be important
to the success of shopping areas.

In a study of residential locations within the vicinity of ten established centres in the Auckland region
it was found that households with no private car and/or residents that travel to work using public
transport modes are more likely to cluster around neighbourhood centres. Multifunctional centres in
particular attract concentrations of elderly, car-less households, users of public transport, people
who walk to work, and particular ethnic groups (Taylor, Baines, & Perkins, 2010). Other research has
found that New Zealanders are prepared to walk up to 2km, cycle 5-7km, and 10 to 12km via
ordinary public transport; all equating to about 20-30 minutes of travel (Dravitzki, 2010).

Regardless of the retail activity, goods must either travel home with the customer, or be delivered
independently. Whist public transport connections are seen as increasingly important for malls (Hall,
2007), public transport is not suitable for shopping at stores that sell bulky and/or heavy items. To
support public transport to these areas, these stores will need to adopt affordable delivery services.
Freight costs will also rise, influenced by fuel costs as well as wage inflation and out-of-hours
delivery. This supply-side pressure will also have a notable impact on the competitiveness of
shopping locations (Derek Halden Consultancy Ltd, 2006).

5 Future Retail Forms in New Zealand

Wider economic changes and shifts in demographics and consumption patterns will markedly affect
the way customers engage in future retail activities. Some have predicted that the 2010s will be an
age of scarcity, as indicated by the food price spike in 2007-08, the global recession, and looming
resource shortages (Economist, 2010a). Transport affects both the supply and demand sides of
retailing and, as oil costs rise, it will be more expensive to get goods from the supplier to the retailer,
customers from home to the retailer, and goods from the retailer/supplier to the customer. Retailers
will have to pass any increased supply or delivery costs onto the customer. This will work against
smaller retailers who do not have the capacity to buy in bulk like larger format companies do. Online
retailers will continue to have the advantage of lower overhead costs like rent, meaning they can
offer the same goods at a lower cost. For bricks-and-mortar retailers, low value, low margin
purchases will be the most vulnerable to changes in infrastructure and costs (Derek Halden
Consultancy Ltd, 2006).

Looking to 2020 in New Zealand, the trans-Tasman retail trend is predicted to continue, along with
emphasis on consumer engagement through social influence marketing, and further emphasis on
green/sustainable products with local sourcing and production (The Australian Centre for Retail
Studies, 2009). It is also anticipated that big box franchises will lose their edge, so the leading large
format retailers will be The Warehouse and the Progressive supermarkets (Morris, 2007). The two
key factors for successful shopping areas will be high quality access and a large population
catchment. The more successful areas will be accessible via a range of transport modes, with
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pleasant transport environments, and good parking. Other areas will be constrained by inflexible
transport options: reliance on only one transport mode, a poorly managed and constrained parking
supply, and poor pedestrian environments (Derek Halden Consultancy Ltd, 2006).

In summary, we expect the key likely retail trends in New Zealand to be as follows:

1. As private car use declines, there will be renewed emphasis on retail centres.

Passenger transport hubs and dense living areas will become more viable for small-scale
convenience retailers as these areas gain greater foot traffic (Allan, 2009b; Derek Halden
Consultancy Ltd, 2006).

Retailers located in clusters will experience higher patronage than isolated retailers.

Retail will be focussed around compact town centres and some well-resourced out-of-town
centres with a focus on ‘lifestyle’.

There may be a stronger role for neighbourhood shopping centres in the provision of
convenience goods to meet the community’s day-to-day needs.

There will be more temporary forms of retail like ‘pop-up stores’ in areas of high foot traffic.

2. Boutique and niche retailers will seek lower rents and attractive environments.

Whilst globalisation tends towards complex global interconnections and product
standardisation, there will also be emphasis on place-making and local/regional
specialisation with boutique and niche retailers (Crewe & Lowe, 1995). These retailers are
most likely to locate in neighbourhood and large suburban centres where rent is cheaper,
though some emerging and independent destination retailers may survive in the city
centres.

Smaller retailers will feel the pressure of higher commaodity prices and the price advantages
offered by online and large format retailers. However, shopping is a leisure activity for
many and this will keep some stores viable. It is important that compact town centres with
diverse and vibrant retail mixes are encouraged to attract foot traffic.

Malls and big box retailers will continue to be popular because of the variety and cheap prices

on offer, but will have to move with the times.

Both will slowly experience greater patronage via public transport, reducing the pressure on
roads and for car parks.

Large format retailers of bulky goods will have to provide better delivery services.

Malls that promote diverse lifestyle aspects will be most viable.

Online retail will affect the frequency of home deliveries and demand for warehousing.

Whilst there will be a big shift of customers off the roads due to online shopping and public
transit, there will be increased home deliveries from online retailers.

As economies of scale change, delivery vehicles are likely to be smaller and more efficient,
making frequent deliveries and having a smaller impact on road infrastructure and
transport emissions than large trucks.

There may be increased demand for warehouse space from which large online retailers will
fulfil orders.

5. Grocery retail chains will support different format stores of different sizes.

Groceries will be purchased from large suburban supermarkets, online, and from smaller
format stores targeted to areas of dense foot traffic near transport hubs and high density
living and working areas.
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6 Changes to the Urban Form of New Zealand Cities

The urban form of a city is concerned with the physical components of the city and how people
interact with those components in space. These components might be natural features,
transportation corridors, open spaces, public facilities, and activity centres. Urban form is defined by
Chapman (2008) as “... the shape, design and connectedness of urban areas including the
configuration of transport systems. It extends to matters of urban design, such as provision for
active travel (walking and cycling) ... to questions of sprawl ...” (Chapman, 2008: 92). Dempsey et al.
(2008) describe the urban form in developed countries as comprising five broad and interrelated
elements: density, land use, accessibility and transport infrastructure, urban layout, and housing and
building characteristics. The aforementioned predicted changes to retail landscapes and
demographics in New Zealand will influence some of these elements of urban form.

6.1 Density

Density is a complex concept, typically expressed as a spatially-based measure of the number of
people living within a defined area. However, this does not give an impression of the density of use
of an area, which may vary considerably from the number of people that sleep there. Thus,
perceived density can be a more reliable, yet subjective, measure of density in civic areas (Dempsey,
et al., 2008).

As some people make the shift from private cars to public and active forms of transport we
anticipate that living in areas close to city centres will become increasingly dense. There is evidence
in major New Zealand centres that demand for inner city living is rising (Burgess, 2010). Inner city
residents will attract new convenience retailers and will contribute to the vibrancy of city centres.
We may also observe denser living around transport hubs such as railway stations, and also around
suburban shopping centres.

6.2 Land Use

Land use refers to the spatial pattern of different land uses and infrastructure which affects the
efficiency of utilisation by people. The proportion of different land uses within an urban area is
typically measured using GIS tools (Dempsey, et al., 2008). The current layout of New Zealand cities
can be attributed to geographical constraints and the historical pattern of transport corridors that
supported horse-drawn trams, then electric trams, motor buses, trolley buses and trains (Dravitzki &
Lester, 2007). As we have not seen marked changes to these transport routes, we anticipate little
variation in the pattern of transport infrastructure in the future. However, we may see a greater
shift to mixed use living/working/retail areas in town and city centres. The rate of urban expansion
for residential living will decline, and we will see denser residential areas. This will change the ratio
of private garden space to dwellings, but New Zealanders are protective of green civic urban space
so the total area of parks is unlikely to diminish.

6.3 Accessibility and Transport Infrastructure

This aspect of urban form relates to the ease in which buildings, spaces and places can be reached.
The level of accessibility is the area residents and users are able to reach plus the extent to which
they have the means to access places, services and facilities outside their local area. This relates to
the layout of different land uses and the infrastructure, journey times and distances for people
accessing them on foot, by bicycle, via public transport, and by private car (Dempsey, et al., 2008).
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There will be improved accessibility to retail and commercial areas via all transport modes, with
more frequent and reliable public transport options, and improved transport infrastructure for
cyclists. Town centres will shift to a public transport and mixed use focus, with fewer people using
private vehicles. Suburban populations will access neighbourhood centres by foot, bicycle, scooter,
and motor vehicle, but destination shoppers will use cars or public transport.

6.4 Urban Layout

Urban layout refers to the street-scale, spatial arrangement of things like streets, blocks and
buildings. It influences pedestrian movement and the intensity of activities (Dempsey, et al., 2008).
The density of retail areas will increase, with more shops in the same footprint area. Shopping in
New Zealand is dominated by ground level shops in most instances aside from malls, and there is
likely to be upwards expansion of main street retail. There will also be increased emphasis on place-
making in successful retail areas, so at the street-scale pedestrian amenities like park benches, wide
footpaths, and street art will be more common. The vibrancy of central places will also be enhanced
by community and entertainment activities.

6.5 Housing and Building Characteristics

Housing and building characteristics are the smallest scale of urban form, concerned with
functionality and liveability. Particular elements include building type, height, age, orientation,
exposure to sunlight and daylight, potential for modifications, access to a garden/residential outdoor
space, and life cycle analysis (Dempsey, et al., 2008). As stated earlier, retail density will increase in
central places and at transport hubs. More effort will be required to adapt run-down buildings in
neighbourhood and town centres to new retailers, who prefer vibrant facades and attractive
interiors. Boutique and niche retailers will be attracted to historical precincts, where older buildings
give a different type of vibrancy and character. Abandoned big box stores could be converted to
office buildings or warehouses, but if not in a suitable location for these uses and accessible by
public transport, it will be hard to find new tenants.

7 Conclusion

Over the past half century, New Zealand’s settlements have become less dense due to societal
changes and the rise of the private motor vehicle. The availability of cheap fuel has contributed to
frequent car trips over longer distances. Some retailers have taken advantage of this behaviour in
land on the edges of cities where rents are cheaper. This, along with malls and large format retail,
has impacted on the viability of neighbourhood and city centre retail areas. Large format retailers
are successful due to their ability to offer a wide range of products at low prices. As collections of
smaller stores, malls compete with city and town centre retailers. However, customers are attracted
to such centres by independent retailers not found in malls, and vibrant pedestrian areas. At the
other end of the retail spectrum, temporary stores — from modern pop-up stores to more traditional
farmer’s markets — have gained popularity in recent times. In both cases, lower overheads result in
lower prices.

As demographics and consumer wants shift, retail environments are changing. As the Baby Boomers
start to retire, their generation will have a greater interest in services consumption at the expensive
of purchasing goods. The Generation Xers will be the biggest spenders as they set up homes and
families, but they represent a smaller group than the Baby Boomers before them and therefore
represent a decline in retail spend. The Millennials are heavily engaged in social media and will seek
individualised and innovative products that they will happily purchase in online spaces. These shifts
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in retail focus will call for flexibility from retailers because customers will be increasingly
unpredictable. Retailers will need to collect and analyse large quantities of information about their
customers in order to anticipate successful retail strategies.

The next wave of changes to retail environments will be attributed to rising transport costs. These
will impact on commaodity prices, people’s disposable income, and the mobility of customers. As fuel
costs rise in the future and greenhouse gas reduction policies discourage the use of private vehicles,
there will be a corresponding shift in retail focus back to central places and transport hubs because
of the accessibility to higher patronage on offer. Smaller-scale retailers will seek to locate their
stores in areas of dense foot traffic. As rents in city and town centres rise, independent and start-up
stores may locate in suburban and neighbourhood shopping centres. This will increase the vibrancy
of these centres that will also have a renewed focus on the provision of convenience goods to meet
the day-to-day needs of the local population.

There has already been a distinct move from brick-and-mortar retail to internet retail in many
categories. Whilst this may result in the demise of some retailers, there may be increased demand
for warehouse space. Online retail may take customers off the roads, but goods will still need to
travel from the point of supply to the customer. As economies of scale increase, deliveries of small
goods and groceries will become less fuel intensive, with smaller vehicles and more frequent drop
off points along each route. As people start to access bulky goods retailers via public or active
transport modes, these companies will offer more affordable delivery options. In some ways, this
increased focus on home delivery options is not unlike the shift back to centres as the focal points of
retail — a return to ‘how things were’. Prior to the 1920s, food stores offered a weekly order system
with free delivery and readily available credit. Small items were carried home by the customer, milk
and bread were delivered daily, and the remainder of the order was delivered via cart or van free of
charge (Walrond, 2010).

These shifts in retail focus and travel mode will influence the urban form of New Zealand cities. We
are unlikely to experience significant changes in urban layout, although poorly resourced out-of-
town centres are likely to experience demise. Key transport routes developed prior to the rise of the
private car will continue to facilitate movement around our cities. However, there will be increased
use of public and active transport modes and we will slowly see infrastructure improvements for
these modes. The most viable areas for retailers will be those that experience high patronage. Thus,
they will be areas that are easily accessible by multiple modes and have a large population
catchment to draw upon. The key changes in urban form will be denser living around easily accessed
centres and at transport hubs, and a greater concentration of retailers in these areas.
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