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SUMMARY

As authorized by City Council, staff contracted with Coniey Consulting Group to assist in
the development of a citywide retail enhancement strategy. Following up on earlier
citywide and Upper Broadway deliverables, the Consultant has now completed analysis
and recommendations on the other 53 existing retail nodes located throughout Qakland.
Attached is the Conley team’s Oakland Retail Enhancement Strategy Implementation
Plan.' Staff has worked closely with the Conley team during the contract, providing
information and insights, guiding the direction of the work, making introductions,
scheduling meetings with staff and officials, reviewing work products, etc.

Oaklanders’ desire for a hearty mixture of national, regional and locally owned retailers
has shaped the consulting team’s work and set the stage for a set of comprehensive
recommendations to address Oakland’s dramatic loss of potential retail sales to other
communities (leakage), its relative lack of large retail opportunity sites, and its vast
number of (underutilized) existing shopping nodes.

In order to make sense of an enormous amount of information related to existing
conditions, the Consultant analyzed Oakland’s spending habits, existing retail activity,
potential for growth, and retail development case studies. The team identified 53 retail

' This and the other two final components—~Existing Retail Sector Performance and
Tustrative Design Plan—are available at

hitp://www business2oakland.com/main/retailmarketupdate, hin.
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nodes, which have the potential to succeed as thriving retail districts, and prepared in-
depth analysis and implementation strategiecs for five of the nodes. These five nodes can
serve as strategic models for redeveloping or enhancing the other retail nodes.

FISCAL IMPACT

There is no immediate fiscal impact from approving the recommendations in this report.
For those recommendations that require personnel or expenditures above the levels
contained in the FY 2008-09 Midcycle Budget, staff will return to Council to obtain
additional appropriation authority.

Conley estimates that there are 5.75 full-time-equivalent (FTE) Economic Development
and Planning staff currently working on five elements of the Retail Enhancement
Strategy Action Plan; another seven prospective components would require '
approximately two new FTEs, not including staff who handle fagade and tenant
improvement matching grants, to handle neighborhood project initiatives and
Redevelopment Project Area implementation plans. Conley states that consultants would
need to be hired for a number of activities.

BACKGROUND

The Situation and the Opportunity

In 2006, Oakland City Council elected to undertake a retail strategy to address the long
- term underperformance of the City’s retail sector. The Quakland Retail Enhancement
Strategy is one of the results of that City Council commitment. Oakland has long been
known as one of the largest underserved retail trade areas in the United States. For
decades the City tried to address its retail imbalance by developing a large scale project
that would redirect the shopping patterns of Oakland shoppers. In the meantime,
neighboring communities attracted Qakland’s customers with successful new retail
development projects. Retail sales in Oakland have not kept pace with sales for its
neighbors nor for the state of California as a whole.

Today, Oakland retail stores only capture $1 out of every $3 of its residents’ expenditure
potential for comparison goods (apparel, home furnishings, sporting goods, toys, etc.),
before taking into account the sales potential of its visitors and employees for goods -
purchased at department, specialty, home furnishings, and apparel stores.

Imbalanced Retail Sector

The City’s retail sector is especially imbalanced, with potential demand for retail goods
far exceeding the sales captured by Oakland stores. The consequences of this imbalance
are as follows: '
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= Comparison goods sales expenditure potential of Oakland residents alone exceeds
retail sales by $1 billion a year.

»  Grocery store leakage could support five new full-sized supermarkets, or more
specialty food stores. Residents in West and East Oakland are the most severely
underserved by grocery stores.

» In addition to residents, people employed in Oakland could support an additional
$232 million in sales for comparison goods and eating and drinking outlets.

»  Because the retail sector is weak, Oakland residents are forced to travel to other
cities to meet their shopping needs, and Qakland is deprived of the revenue and
energy that would support revitalized neighborhoods. Further, $1 billion dollars
in recaptured leakage would generate $10 million a year in additional sales tax to
the City and support over 10,000 new jobs.

Successes
Increased focus on retail development and retatl industry recognition of the attractiveness

of inner city markets like Qakland, have resulted in some notable retail successes, with a
growing number of high profile sit-down restaurants and grocery stores, and major retail
developers expressmg interest in Oakland.

Throughout the Strategy process, staff has continued to build interest in and the viability
of the Oakland retail marketplace by:

* Providing direct services to retailers large and small seeking information, sites
and funding assistance-—staff conduct in-takes with an average 100 new retailers
per year, and have about 15 quantifiable successes (leases signed, businesses
retained, etc.) per year

» Matching retailers with vacant retail space and opportunity sites for new retail
development

» Reaching out to and responding to retail developers—the number and
sophlstlcatnon of which has increased in the last year

= Participating in an average of six International Council of Shopping Centers
(ICSC) trade shows and local meetings per year—with an annual average of 140
interactions and meetings at these events

» Responding to merchants and merchant associations and Bsiness Improvement
District/Community Benefit District (BID/CBD) leaders

» Responding to reporters regarding Qakland retail stories

*  Promoting BID/CBD program development, including the formation of two
CBDs in Downtown

= Making presentations on retail in Oakland to a variety of audiences, including the
Oakland Merchants Leadership Forum, neighborhood and merchant groups, and
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staff-hosted Brokers Forums

= Participating in the planning of annual ICSC Alliance public/private education
events

» Updating and developing marketing materials

» Coordinating with other City staff on retailer issues

KEY ISSUES AND IMPACTS

The purpose of the Retail Enhancement Strategy is to build upon and extend successes to
date within a strategic implementation framework to leverage scarce land, fiscal, and staff
resources. It 1s a central conclusion of the Straregy that no single action will reéverse the
City’s long term retail performance trend. In order to recapture the demand of its
residents, employees and visitors, Oakland must have a full array of retail and must
improve the function of retail in every part of the city. Retail enhancement will require a
multi-pronged implementation strategy, as summarized below and as further described in
the following sections of this report. The components of the Strategy are as follows:

» Improve the City’s retail tenant mix
~ Develop a major comparison goods retail center in
the Upper Broadway Area.
— Attract grocery stores to underserved neighborhoods in Qakland.
— Designate appropriate and adequate numbers of suitable sites for large
format comparison goods stores. '
* Encourage sustainable development of locally owned stores.
* Support and strengthen existing retail.
* Develop strong neighborhoods where retail can thrive.
* Make retail enhancement a central focus of City government.

In the coming weeks, staff will put together implementation plans based on Conley’s
findings and recommends that Council accept the report and staff's recommendation to
pursue the Retail Enhancement Strategy and its priorities, as detailed below.

PROJECT DESCRIPTION

Consultant’s Work Products
The Conley team’s work has culminated in three reports, which, together with its earlier
Upper Broadway Strategy, comprise the Oakland Retail Enhancement Strategy:

1) Existing Retail Sector Performance
This report looks at the Oakland retail sector, planned and proposed retail developments,
existing retall node analysis, detailed case studies, results of a Summer 2007 consumer
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survey, and profiles of each of the 53 retail nodes, which cover location, access, existing
anchor businesses, demographic, sales drivers and sales trends.

2 Implementation Plan (Attachment A)
This report provides an overall description of existing conditions and findings, discusses
the five finalist nodes, and the Retail Enhancement Action Plan recommendations.

Since the Strategy is unable to address all 53 areas at once, and since the nodes have
varying degrees of retail enhancement potential, five nodes were selected for in-depth
analysis and implementation planning. These nodes are geographically and economically
diverse, and illustrate many of the major challenges facing Oakland in its efforts to
revitalize and enhance its retail sector. The lessons learned from the opportunities and
implementation strategies for each of these nodes have been incorporated into the

- citywide retail enhancement Strategy.

Five Nodes

Laurel District This node has potential to emerge as a major .
comparison goods center.,

Foothill & Seminary This node has potential to provide
convenience goods and services to improve
the quality of life in the surrounding
neighborhoods.

51st & Broadway/ Oakland Several sites are planned for private

Tech redevelopment in this node, thus creating an
opportunity to develop a major comparison
goods center that enhances the retail

_ performance of the surrounding area.

High Street Corridor & These nodes have been combined in a plan

Hegenberger/73rd/International that enhances access, visibility and retail

a.k.a. 880 “Track” - development potential for eight large-scale

sites. This enhancement would build on the
area’s existing sports, auto sales and
comparison goods shopping.

3) [llustrative Design Plan

This report presents aerial photos, massing, business types, zoning, “susceptibility” of
sites for development, opportunity sites, development concepts, streetscape concepts,
area tabulation (aggregated retail, residential, parking potential).
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Strategic Approach to Retail Enhancement

There is a unparalleled opportunity for Qakland to substantially improve its retail sector.
This effort requires a sustained commitment from the entire City government that will
endure through economic and election cycles and include the following:

* Develop a major comparison goods retail complex in the Upper Broadway area’. This
complex should appeal to middle- and upper-end shoppers who are neglected by most
other retail offerings in the City.

» Secure sites for and recruit large format stores. These stores will appeal to a broad
income range of Oakland shoppers and replace sales now captured at these type of
retailers outside of the City. Given their large parcel sizes and freeway frontage, the
best candidate sites for these uses are along I-880 and at the Oakland Army Base.

» Add as many as 70 new locally owned comparison goods stores in neighborhood
retail districts and encourage sustainable creation of other locally owned stores as
well. To ensure that new retail stores are sustainable over the long term, provide
technical assistance, in coordination with non-profit business service providers, and

-ensure there are strong neighborhood districts where retail can thrive. The
commitment to locally owned businesses, however, should not forsake the
contribution of regional and national retailers in the effort to recapture sales leakage.

= Recruit supermarkets to underserved neighborhoods in West and East Oakland.
Allocating resources to recruit new supermarkets in areas already well served by food
stores is not recommended.

Retail Enhancement Strategy Components
Based on its findings, the Conley team has developed detailed recommendations, as
follows:
A. Improve the retail tenant mix
a. Comparison goods strategy
b. Grocery stores
c. Eating and drinking

B. Develop sustainable locally owned retail

? The Request for Proposals (RFP) for the Broadway Retail Corridor Specific Plan and EIR—
covering Broadway between Grand and Interstate 580—is scheduled to be released in Summer
2008. That initiative has been awarded a $400,000 grant from the Metropolitan Transportation
Commission (MTC) Station Area Planning Grant program. Lake Merritt BART Station area has
also been awarded a grant.
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C. Create strong neighborhoods where retail can thrive and fill vacant storefronts

D. Improve the performance of existing retailers and retail districts

E. Make retail enhancement a priority throughout City government

The detailed outline can be found on pages 16-28 of Attachment A.

The Consultant estimates timing as follows:

YFT | YF2 [ Yr30 [ Vrd | Yr5o

Upper Broadway Specific
Pian

Develop Locally Owned
Store program

Identify sites for large format |
stores

Recruit new grocery stores
(5 stores)

Coliseum Shopping Center
Neighborhood Action Plans
Create new locally owned
comparison goods stores
Create retail incentives

Next Steps
Staff will work over the summer to structure an implementation plan focusing on the five

opportunity nodes. Node efforts will include:

Recruit an Urban Economic Analyst IV to lead the efforts, including significantly
more proactive retailer recruitment

Relationship-building with node business and property owners.

Identification of node’s key opportunity sites: both space to lease and land to
develop.

Work with Redevelopment staff to integrate Strategy recommendations with
Project Area work plans.

Develonpment of a node retail action plan, which includes brainstorming optimal
retailers based on psychographic and survey information, zoning information,
recommendations of key parcels for Redevelopment Agency to acquire, where
possible.

Identification of possible new or enhanced parking locations.
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» Identification of possible new or enhanced directional and parking signage.

» Marketing of node opportunity sites to locally-owned and chain retailers and retail
real estate developers.

=  Work on clean and safe initiatives where appropriate

»  Work with partners such as Local Initiatives Support Corporation (LISC),
Oakland Merchants Leadership Forum (OMLF), OBDC Small Business Finance,
Neighborhood Crime Prevention Councils (NCPCs), Oakland Police Department
(OPD) and the Oakland Business Service Organizations network.

» Schedule individual meetings with Councilmembers at least two times per year to
discuss citywide and district retail activities.

At the same time, staff will continue to assist property owners and brokers of key
vacancies in Redevelopment and non-Redevelopment areas, and will continue to offer the
one-on-one problem-solving services staff has been providing since 2001.

SUSTAINABLE OPPORTUNITIES

The Oakland Retail Enhancement Strategy project supports the City’s 3 Es: economy,
environment and equity.

Economic. The overall goal of the Oakland Retail Enhancement Strategy is to identify
retail gaps in order to reduce the multi-million-dollar sales tax leakage to locations
outside Oakland, retaining more sales tax revenue for the City of Qakland, making it
available to provide additional services and programs.

Environmental. The Oakland Retail Enhancement Strategy has identified ways to fill
the City’s retail gaps to reduce the amount of shopping Oaklanders do outside of
Oakland. When City residents can shop closer to home, they will not travel as far,
thereby using their cars less. Given the goal of increasing retail in Oakland and given the
high land prices locally, the Strategy is consistent with Smart Growth principles, as it
seeks to help Oaklanders shop closer to home. Low density suburban style retail
development is not feasible. No particular environmental opportunities have been
identified in the context of the Specific Plan due to the preliminary stage in the planning
process. However, 1f such a planning process were to be undertaken, completed and
approved, the consequent environmental review information will likely inform future
City actions concerning clean up of contaminated areas, and green building, green
business locations. '

Social Equity. Growing the retail base in Oakland, leading to more retailers, will in turn
provide increased employment opportunities, especially entry level jobs, as well as

Ttem:
CED Commuittee
July 22, 2008



Dan Lindheim
CEDA: Oakland Retail Enhancement Strategy : Page 9

promote self-employment/entreprencurship opportunities for Oakland residents. No
particular social equity opportunities have been identified in the context of the Specific
Plan due to the preliminary stage in the planning process. However, it is likely that land
use and public improvement discussions during the Specific Plan process would include
pertinent topics such as clean up of contaminated soils and groundwater due to past
industrial activities, access to public parks and open space and other issues.

DISABILITY AND SENIOR CITIZEN ACCESS

Having more and enhanced retail in Oakland will ultimately make it easier for seniors
and the disabled to shop, dine out and seek entertainment.

RECOMMENDATION AND RATIONALE

This report presents the final components of the Qakland Retail Enhancement Strategy,
including specific implementation recommendations. Staff recommends Council adopt
the Oakland Retail Enhancement Strategy as a major priority for Qakland’s government.

The purpose of the Retail Enhancement Strategy is to build upon Oakland’s retail
successes within a strategic implementation framework to leverage scarce land, fiscal,
and staff resources. It is a central conclusion of the Strategy that no single action will
reverse the City’s long-term retail performance trend. In order to recapture the demand of
its residents, employees and visitors, Oakland must have a full array of retail types, and
must improve the function of retail in every part of the city.

The larger retail opportunities need to be carefully guided, otherwise they will vanish and
likely be unavailable again for a decade or more. Oakland must take a proactive, pro-
retail stance as has been done with Upper Broadway. In the time since the Upper
Broadway Strategy was completed, major retail developers have made contact with staff
expressing interest and seeking information about opportunities in the area.

ACTION REQUESTED OF THE CITY COUNCIL/REDEVELOPMENT
AGENCY

This report presents the final components of the Conley Consulting Group’s work on
developing an Oakland Retail Enhancement Strategy, including specific implementation
recommendations. Staff recommends Council adopt the following recommendations:
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Retail Enhancement Priorities

1.

Adopt Conley team’s Oakland Retail Enhancement Strategy as a major priority
for Oakland’s government.

Support formation and provide support to BIDs, merchant associations, and
community benefit districts.

Authorize the City Administrator to:
Prepare an annual report on progress on the Retail Enhancement Strategy.

b. Organize City government to foster retail: Institute an external Retail
Advisory Group to broaden awareness of the retail sector and enhancement
opportunities, and an internal Retail Development Group to process specific
retail projects more efficiently.

c. Develop and implement Retail Action Plans for the priority districts: West
Oakland, Laurel, Dimond, Temescal, Foothill and Seminary, and 51° and
Broadway/Qakland Tech.

d. Explore how the existing City Business Tax structure affects retailers and
return with a report and recommendations..

e. Explore how the existing City Living Wage requirements affect retailers and
return with a report and recommendations.
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f. Incorporate retail enhancement strategy activities into Redevelopment Project
Area Implementation Plans.

g. Report back on policies to attract grocery stores.

h. Identify opportunities to site large format stores and facilitate development of
this component of the Rerail Strategy.

Respictfulli submlttez ?
h

{?}n Director
unify and Economic Development Agency

Reviewed by:
Gregory Hunter, Director
Economic Development Redevelopment Divisions

Prepared by:

Keira Williams, Urban Economic Analyst III
Business Development Services Unit,
Economic Development Division

Aliza Gallo
Business Development Services
Economic Development Division

R FORWARDING TO THE
AND ECONOMIC DEVELOPMENT COMMITTEE:

Officé of the City/Agency Administrator

Attachment A: Implementation Plan—A Component of the Oakland Retail
Enhancement Strategy
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