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DEVELOPMENT OF SHOPPING CENTERS IN
CENTRAL AND SOUTHEASTERN EUROPE
DELIC, M. & KNEZEVIC, B.
Abstract: Shopping centers play an important role in improving the quality of life in
town and city centers around the world. Often seen as drivers of local economies,
shopping centers are necessary to maintain economic growth and a sense of
community, offering employment, and providing a better quality of life. In last
decades in all capital cities and large cities in Central and Southeastern Europe
numerous shopping centers were open and therefore the situation at retail market
and traditional supply chains changed rapidly. The aim of this paper is to provide key
data related to shopping center industry in Central and Southeastern European
countries and to analyze the structure of retail offers, opportunities for investors,
retailers and consumers at given markets. Comparative analysis of secondary data
will give an insight into the current state of shopping center development and discuss
the problems related to future retail development in Southeastern Europe.
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1. Introduction
Shopping center can be described as a group of retail and other commercial
establishments planned and developed as a single entity with a single administration.
Basic functions of shopping centers are commercial and social functions.
Shopping centers have a hundred year old tradition. While there were a few
forerunners, the shopping center really became a firmly established part of the
American scene in the late 1950s and 1960s (White & Gray, 1996). The first
contemporary shopping centers in Europe appeared in Nordic countries in late 1960s
(Segetlija, 2006). The dynamics of the construction of new shopping centers in Europe
was particularly pronounced during the period from 2005 to 2008. The crisis and
recession in 2009 slowed down the construction of new shopping centers, where
construction is not stopped, but only postponed until further notice.
Since 1950, the percent of retail sales occurring in shopping centers has grown
rapidly. By 1974, it was estimated that more than 25 percent of all nonautomotive
retail sales were made in shopping centers. By 1982, the percentage had risen to
almost 42 percent, and, by 1996, it was an estimated 52 percent (Beyard & O’Mara,
2006).
Shopping centers provide the ‘delivery infrastructure’ for the efficient connection
of consumers with goods and services and can act as a multiplier of retail sales volume
by way of a targeted, planned tenant mix with complementary occupiers in close
proximity to one another in order to maximize footfall and cross‐shopping. Through
this infrastructure, shopping‐center industry sales provide a window on the consumers’
and economy’s health, a vehicle to collect sales taxes for governments and a place for
jobs in the community (ICSC EUROPE, 2012).
The modern European shopping center came into existence in Sweden in the mid1950s. Shopping in Luleĺ was opened in 1955 and was the first purposely built indoor
shopping center in Europe. During the 60s and 70s shopping centers spread across
Europe, first in Great Britain and France and then in other west European countries
like Spain and West Germany. The development of the shopping center followed the
development of higher incomes and greater mobility of consumers as well as the
growth of more and larger chain stores (NCSC, 2009).
In global markets, shopping centers are becoming important agents, defining the kind
and quality of intangible features of supplies, not only establishing the assortments, but
also affecting the consumption behavior atmosphere that they determine in all its
aspects.
The following elements characterize the well-planned shopping center and set it
apart from other commercial land uses (Beyard & O’Mara, 2006):
 A unified architectural treatment, concept, or theme for the building, providing
space for tenants that are selected and managed as a unit for the benefit of all
tenants.
 Unified site, suited to the type of center called for by the market, and easily
accessible location within the trade area with adequate entrances and exits.
 Sufficient on-site parking to meet demand generated by the retail uses.
 Service facilities for the delivery of merchandise.
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 Site improvements, such as landscaping, lighting, and signage, that creates a
desirable, attractive and safe shopping environment.
 Comfortable surroundings for shopping and related activities that create a strong
sense of identity and place.
Shopping centers are often created around an anchor store that represents the
main attraction for the clientele. Shopping centers often have a supermarket as their
anchor, but a growing number of themed centers are developing, addressing specific
market targets, where the anchor may be a multiplex cinema, entertainment or fitness
facilities, plus, obviously, a significant number of catering establishments, for
example: Disneyland, Gardaland, Amsterdam Arena (Markerink & Santini, 2004).
Shopping centers share the goal of attracting clients in order to generate selling
conditions for the stores in the center. The traditional social meeting places that caused
cities to grow (in terms of covered area, population and wealth produced and
consumed) and typically originated from a mixture of economic and religious activities
(the main square, commercial and religious life, and the high street), are now tending
to be replaced to a large extent by shopping centers. Consumption and the purchasing
activity that precedes it, tends to become crucial in global markets, while purchasing
and consumption centers, like shopping centers, become the economic and social
meeting places (Corniani, 2011).
The shopping center industry is worthy of study for many reasons. While the
shopping center may be most often thought of as a form of real estate, it is also the
most powerful distribution system for retail goods.
Based on the critical literature review, this paper will explain characteristics and
importance of the market of shopping centers. Then, on the basis of previously
conducted research studies, paper will highlight the current state of the market of
shopping centers and possible future development trends in selected countries of
Central and Southeastern Europe.
2. The European market of shopping centers
According to Jean-Louis Solal, market pioneer of modern shopping centers, the
first modern shopping center in Europe appeared in the Nordic countries; it was
"Vällingby Centrum" in Sweden built in 1950. But the first real regional centers were
Parly 2 (Paris) and Cap (Nice) built in the late 1960s, modeled on the American
shopping mall (Šulmajster Šodić, 2008).
The first shopping center with hypermarket in Europe emerged in 1974
(Šulmajster Šodić, 2008) and became the model for most southern European shopping
centers, particularly in Spain, Portugal and Italy, and this concept is still popular in
Eastern European countries. Across Europe become widespread and "commercial
parks" that expand the concept of traditional shopping centers and include theaters,
bowling alleys, fitness centers, hotels, restaurants and other facilities for rest and
recreation.
Shopping centers have been expansively developed in the economic booming
period before September 2008. Due to the financial and economic crisis the real estate
industry has been gravely affected. The shopping center industry is also not an
exemption from this, especially not in emerging markets (Reikli, 2013).
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The importance of shopping center sales to the European economy is proportional
to its contribution to retail sales. Shopping center penetration of retail sales is high in
mature markets and is rising rapidly in other European countries, particularly in
Central and Eastern Europe where there has been rapid expansion of the shopping
center market in recent years. Retail sales (except of motor vehicles and motorcycles)
in the EU‐27 totaled €2,687 billion in 2012. The International Council of Shopping
Centers estimates that shopping center sales in the EU‐27 accounted for 19% of total
retail sales and reached €511.9 billion in 2012. There was a pronounced gap between
the prospering and struggling nations where positive sales growth in Central Europe
was offset by negative growth in many southern European countries, such as Greece,
Cyprus, Spain and Portugal, as consumption continues to be affected by high
unemployment, stringent Government budgeting measures and low expectations for
economic development (ICSC EUROPE, 2012).
2.1 The impact of the global financial crisis on shopping center market in Europe
Majority of shopping center investment was made just before the crisis, when
prices were on its peak, so this will prolong the payback period for the investors. The
global economic crisis has led to major consequences and completely turned the
manner and speed of entry into large investment projects and caused a strategic change
in business operations and decision-making in international business. Socio-cultural
changes make global changes in lifestyle and behavior towards consumption in the
retail market.
The recession that hit Europe following the sovereign debt crisis ended in 2013 as
the Eurozone shifted from contraction to modest growth. Real GDP for Europe as a
whole increased 0.5% in 2013 after contracting -0.1% in 2012. Stronger growth is
projected for 2014 and 2015 as the economic strains in the peripheral nations diminish
while the core countries accelerate steadily. In the Eurozone consumer spending is
expected to grow 1.0% in 2014 after contracting in 2013, helping to boost outlays for
Europe as a whole by approximately 1.3% (Global Shopping Center Development
Report: Americas, Europe, Asia, 2014).
Development activity across Europe picked up considerably in the second half of
2013 as approximately 3.6 million sq. m of new shopping center GLA was delivered to
the market. Total shopping center floor-space now stands at approximately 154 million
sq. m of GLA (Global Shopping Center Development Report: Americas, Europe, Asia,
2014).
Central and Eastern Europe accounted for almost 65% of all new shopping center
space added in 2012. This is largely the result of several markets experiencing delays
with developments, which consequently pushed them into the pipeline for 2013. The
projected total for 2013 is 7 mn sq. m, with 70% estimated to be delivered in Central
and Eastern European markets (Marketbeat Shopping Center Development Report
Europe, 2013).
Worldwide investments in commercial real estate rose considerably throughout
the last year - a sum of EUR 165.6 billion was invested in commercial real estate in
Europe last year, i.e. a rise of around 30% compared with 2012 (Fig. 1).
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Fig. 1. Commercial real estate investments Europe Source: Real Estate Country Facts,
2014
There was still great demand for real estate in Central and Eastern Europe.
Poland, the largest market in the region, profited most from strong demand. However,
there are now some indications that smaller real estate markets are no longer being
neglected. Czech Republic investment volume increased to more than EUR 1 bn in
2013 and at least individual transactions were also concluded in other smaller CEE
markets (Tab. 1).
Country
2012
2013
Bulgaria
9
23
Croatia
43
67
Czech Republic
605
1015
Hungary
121
225
Poland
2720
2970
Romania
185
229
Slovakia
16
250
Ukraine
249
41
Tab. 1. Commercial real estate investments in selected Central and Southeastern
countries in 2012 and 2013
Overall, the region saw real signs of economic improvement, better finance
availability, stronger occupier markets and a repositioning along the risk curve by
investors, all factors which spurred a rise in investment activity. However, with a
shortage of good quality assets and constrained development activity limiting the
number of opportunities in some core markets, investors will again be looking further
afield in other previously overlooked countries (Global Shopping Center Development
Report: Americas, Europe, Asia, 2014).
How fast will investors move towards riskier countries of Central and Eastern Europe
in search for good opportunities depends on future economic stability and the
willingness of banks to finance projects.
3. Development trends of shopping centers in Central and Southeastern Europe
Before embarking on the development of a new shopping center or the
repositioning of an existing center, a developer must identify and evaluate the retail
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market – the supply and demand of retail offerings – and calculate the potential
patronage for various categories of goods and services (Beyard & O'Mara, 2006).
The first component of market demand analysis is, in many ways, the most
important. Defining the trade area in which a store or center will compete draws on the
analysis of area demand, local consumer preferences, and the existing and planned
competition. For the developer of a retail facility or a retailer entering or expanding in
a market, trade area analysis includes quantifying and qualifying achievable sales
volumes, but also selecting the locations within the area that optimize market share
and profitability. It remains for the investor to appraise the long-term viability of the
trade area and the role of the property within it.
Central and Eastern Europe continued to drive activity, accounting for 69% of all
shopping center space added to the market (2.4 million sq. m). Additionally, the region
is expected to remain a development hotspot, with 66% of all projected space to be
completed in 2014 and 2015 across Europe (6.8 million sq. m) and 4.2 million sq. m
respectively is set to be delivered in Central and Eastern Europe. While the pipeline for
2015 is expected to slow, geopolitical concerns in Eastern Europe may lead to the
postponements of some projects into next year (Global Shopping Center Development
Report: Americas, Europe, Asia, 2014).

Country

Number of shopping
centers in operation
17
148
38

Number of shopping
centers in the pipeline
2
43
5

Albania
Austria
Bosnia &
Herzegovina
Bulgaria
44
43
Croatia
59
22
Czech Republic
115
41
Germany
593
142
Greece
26
2
Hungary
95
17
Italy
607
35
Kosovo
4
3
Macedonia
16
5
Moldova
10
0
Montenegro
4
2
Poland
324
174
Romania
115
62
Serbia
39
14
Slovakia
45
38
Slovenia
51
6
Turkey
276
45
Ukraine
200
72
Tab. 2. Number of existing and planned shopping centers in selected countries in 2012
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Tab. 2 shows that Italy holds the first place by the number of shopping centers in
selected European countries and it is followed by Germany, Poland and Turkey.
Croatia is close to the rear, while lower values were recorded for Albania, Bosnia &
Herzegovina, Bulgaria, Greece, Kosovo, Macedonia, Montenegro, Serbia, Slovakia
and Slovenia. Right part of the table 1 shows number of shopping centers in the
pipeline; due to the crisis that is still strong in monitored markets these forecasts may
be too positive.
Some of the largest shopping centers in the area of Central and Southeastern
Europe are shown in Tab. 3.
Shopping Center
SCS Shopping
Mall, Austria
Westgate, Croatia

Opening year
1976

GLA m2
173,000

No. of stores
330

2009

90,000

250

OC Letnany, Czech
Republic
Avion Shopping
Park, Czech Rep.
Ruhr Park,
Germany
Paunsdorf Center,
Germany
Etnapolis, Italy

1999

110,000

190

2001

108,400

142

1964

126,000

96

1994

114,900

110

2005

105,000

130

Porta di Roma,
Italy
Arkadia, Poland

2007

96,400

220

2004

110,000

230

Baneasa Shopping
City, Romania
Avion Shopping
Park, Slovakia
BTC City, Slovenia

2008

85,000

270

2002

84,000

170

1993

119,700

500

Forum Marmara,
2011
130,000
300
Turkey
Marmara Park,
2012
100,000
250
Turkey
Tab. 3. Comparison of the Central and Southeastern European largest Shopping
Centers
A shopping center cannot generate more purchasing power than already exists
within the trade area, but could cause a redistribution of expenditures. For this reason,
a comprehensive market analysis should examine the types of retail facilities and
stores available in the trade area, as well as those that will come to the market soon.
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As the shopping center floor-space is growing to a certain point and thus reducing
the trend of their construction, emphasis is placed on the redesign of existing and
customizing their offerings to different segments of the population.
Tab. 4 shows that the first place in total shopping center floor-space in selected
European countries has Germany, followed by Italy, Turkey and Poland. Most
surprising is that Slovenia, which is at the very bottom in total shopping center floorspace among selected countries in Central and Southeastern Europe, has the largest
number of shopping center square meters per capita, and followed by Austria, Croatia,
Ukraine and Italy.

Country

Total shopping
center floorspace (sq m)
206 702
2 714 540

Population in
2011. (in `000)

Total shopping
Center floor-space
per capita
64
330

Albania
3 195
Austria
8 223
Bosnia &
381 100
3 792
100
Herzegovina
Bulgaria
821 400
7 365
111
Croatia
1 158 200
4 291
269
Czech Republic
2 193 002
10 520
208
Germany
15 497 459
81 716
190
Greece
554 600
10 788
51
Hungary
1 122 000
9 989
112
Italy
14 070 114
60 394
233
Kosovo
32 000
1 740
18
Macedonia
206 600
2 062
100
Moldova
111 900
3 559
31
Montenegro
52 400
620
84
Poland
8 400 000
38 538
218
Romania
1 206 192
19 013
63
Serbia
543 100
7 121
76
Slovakia
1 012 200
5 440
186
Slovenia
731 600
1 997
366
Turkey
8 193 594
74 724
110
Ukraine
1 890 530
45 611
236
Tab. 4. Total shopping Center floor-space per capita in selected countries in 2012

The sales potential and resulting cash flow of a retail entity is of critical
importance to developers and their financial partners, to retailers, and to institutional
investors. For the developer, market area demand analysis is used to determine what
and where to build. For the retailer, anticipated sales and consumer research are used
to design and locate stores and to define merchandising strategy. For institutional
investors and owners, sales levels and forecasts are used to evaluate acquisition pricing
to analyze capital improvement paybacks.
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The sales potential for most retail venues is a function of the economic and
demographic characteristics of the area in which it is located. There are four key
variables that define the economic base: employment, population, income, and retail
sales (White & Gray, 1996).
Investors and retailers rate alternative locations in terms of the size, composition,
and growth potential of the employment base. Employment data are used to measure
total job growth. The European shopping center industry accounts for approximately a
quarter of all retail jobs and another 20‐40% of the European commercial real estate
employment. The International Council of Shopping Centers estimates that the
European shopping center industry employed 5.3 million retail workers in 2012 and
another 1‐2 million workers in the real estate development, management and leasing
area (ICSC EUROPE, 2012).
Among the selected countries, most shopping center retail positions and highest
sales have Germany, Italy, Poland, Turkey and Austria. Serbia, Bulgaria and Bosnia &
Herzegovina are at the bottom of scale (Fig. 2).
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Fig. 2. Shopping Center Employment and Sales in 2012
Income is highly correlated with employment and socioeconomic status, and
represents the single best predictor of retail sales. Past and present levels of actual
retail expenditures are next important variable in economic base analysis. Retail sales
numbers are compared to income averages to determine if higher or lower proportions
of income are devoted to different types of goods.
Expenditure on retail goods has a far‐reaching impact on the European economy
through the supply chain, which encompasses the manufacturing and distribution
sectors as well as merchandising. Retail sales are the most‐timely indicator of broad
consumer spending patterns and make an important contribution to GDP. The final
consumption expenditure of households accounted for at least half of GDP in the
majority of EU Member States (average 56.9%) in 2012 (ICSC EUROPE, 2012).
It is interesting to look at the relations between the purchasing power of the
population and the number of square meters of shopping centers (Fig. 3). The gross
domestic product is used as a measure of the purchasing power of the population. It is
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evident that Kosovo and Montenegro are leading with indicator over 120, which
suggests that there is a space for construction of new shopping centers on these
markets. The lowest indicator recorded Germany, Italy, Ukraine, Poland and Turkey,
that confirms thesis about “inflated” forecasts for number of shopping centers in the
pipeline on German, Polish and Turkish market. Most developed economies are
respectively located at the bottom scale, suggesting the relative saturation in these
markets.
120
100
80
60
40
20
0

Correlation between
GDP/capita and shopping…

Fig. 3. Correlation between GDP/capita and shopping center GLA (sqm/1000
inhabitants, $/capita) in selected countries in 2012
Each shopping center pro forma reflects the minimum rent expectations of the
owner. It is derived from the owner’s investment objectives for the asset and is
tempered by conditions of the marketplace and the competition. Rent is determined by
market forces such as supply, demand, location, and physical condition, and is also a
product of negotiation.
In the prevailing environment of economic uncertainty in the region, some
retailers prefer to take advantage of very competitive lease terms and expand into
shopping centers rather than opening high street flagship stores, sustaining strong
tenant demand for available spaces. Prime shopping centers continue to be strategic
destinations for both international and local retailer expansions, often offering access
to a higher quality tenant mix, more modern spaces and layouts and benefits such as
free parking compared to high street locations.
Rental rates in prime shopping centers remain largely stable, with annual growth
rates between zero and 0.5% on average. Not surprisingly, countries seeing the
strongest levels of economic expansion are also experiencing the strongest year-overyear rent growth, including Poland (+7%) and Turkey (+4%). Germany has also
emerged as a safe harbor in Europe in the eyes of many international retailers; helping
push prime shopping center rents there up 4% year-over-year, although the limited
new supply in the country is slowing international retailer expansion (A Global
Perspective on the Shopping Center Industry, 2012).

DAAAM INTERNATIONAL SCIENTIFIC BOOK 2014
180
160
140
120
100
80
60
40
20
0

pp. 471-484

Chapter 38

High Street Prime Rents
Shopping Centres Rents

Fig. 4. Main rental levels in selected countries in 2012 (EUR/sqm/month)
Fig. 4 shows main rental levels in selected countries of Central and Southeastern
Europe. It is evident that Ukraine has extremely high shopping center and high street
prime rents, followed by Greece in high street prime rents and Czech Republic in
shopping center rents.
4. Modern trends in shopping centers development
The shopping center is a commercial land use that is more than a real estate
venture. It is also a retail merchandising complex that provides many of the basic
goods and services that a community requires but also functions to a greater or lesser
extent as a social and community center.
While economic performance may differ between the mature and emerging
markets, there are far reaching changes in consumer preferences, spending patterns and
technological advances that are impacting owners and retailers in all markets.
Consumer demands and attitudes are driving retailers to change their formats, as are
changes in technology and distribution. Consumers seek better values, improved
systems, and more convenience.
Since the start of the entertainment wave, shopping center owners have striven to
obtain tenant mixes that draw traffic from the widest audience possible. Under one
roof or in an outdoor retail format, consumers enjoy children’s playscapes, virtual
reality games, live shows, movies in multiplex cinemas, and variety of food. Many
shopping centers are also focused on added service-oriented tenants, which offer
today’s busy consumer an opportunity to engage in a variety of other activities (ICSC,
2014).
Consumers are adapting their shopping habits in response to changing economic
conditions and retailers are adapting their offer to respond to new consumer demands.
Large retailers now offer many of their products online through the Internet. Image
interactive technology (IIT) gets more significance offering innovative way to present
products and stimulate product experience in a virtual world (Dragičević et al., 2012).
Two major retailers have recently introduced new distribution channels – web
shops – hopping to attract young, time scarce and technologically literate consumers.
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As a result of the increasing maturity of e-commerce as a shopping channel, no
longer is shopping center performance driven exclusively by the mere presence of
popular retailers, food and entertainment options. Shopping center owners are seeking
creative ways to attract visitors and better serve the needs of their tenants, ranging
from developing smartphone applications, creating virtual malls and producing events
via social media sites to drive visitor traffic and create a compelling shopping
experience where the mall remains a relevant place to gather (A Global Perspective on
the Shopping Center Industry, 2012).
In global marketplaces, purchasing and consumption are not limited to a
traditional physical form as they are in shopping centers, but can take place in virtual
locations, which have attracted and maintained contacts with a very high number of
clients and visitors in the last thirty years. The first virtual purchasing and
consumption locations developed in the form of virtual marketplaces, where sellers
and customers can meet to buy and sell, both with the mechanism of the traditional
fixed price, and with various forms of auction (Reinartz, 2002).
The first forms of online purchases were those created by manufacturing
companies which, after having opened an internet site to present their activities, tried
to extend their conventional selling channels to the electronic channel, creating online
shop windows and developing e-commerce portals to manage new and different ways
of relating with their customers.
Whilst on-line retail is barely scratching the surface of the Eastern European
market it only represents around 3,5 percent of sales in the more mature market of
Poland, relative to around 10 percent in Germany (Harrington & Priesemeister, 2013).
On-line retail will continue to grow significantly. So, refurbishment and
maintenance of existing commercial projects with stability and quality are a
prerequisite for future positive trends.
5. Conclusion
Analysis of consumers' perceptions conclude that modern consumers do not
perceive shopping centers only as a retail space, but also as a place to spend their
leisure time and realize other social needs. Since the experience and sociological
moment of purchase is extremely important to customer, classic shopping centers will
always be an attractive area of sales, promotions and entertainment. However,
considering the development of modern technology, dynamic way of life and reduced
investment opportunities in retail businesses, development of online shopping centers
that would retain the business concept of the classic shopping center is increasingly
evident. Therefore, it can be concluded that online shopping centers are the next step in
the development of retail, but on the other hand the classic shopping centers will not
lose its importance in the retail concept. The challenge is for retailers and shopping
center developers to take advantage of opportunities that exist in diverse retail
environments.
The economic base analysis provides the investor or developer with an empirical
assessment of the total area size, key elements of the composition of demand, and
growth trends. It is important to consider these development trends in the wider
context of the retail landscape as a whole. In some countries with less history of city
center, downtown or high street retail formats, shopping centers remain the only
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option. In others there is a well-established tradition of strong retail provision in town
and city centers and so shopping centers add yet another dimension to the overall retail
offering for consumers. As the impact of the global financial crisis continues to ripple
through markets, the shape of the global retail development sector will continue to
evolve and adapt over the next few years. Developers, retailers and investors will
continue to face challenges as the sector evolves, with new market drivers, such as the
growth of e-tailing and multi-channel retailing.
The future of shopping center development will be highly competitive, and this
will be the case not just between retailers, but also between locations. The analysis of
selected markets in Central and Southeastern Europe in the paper shown that markets
such as Kosovo, Montenegro, Greece and Macedonia still have potential for
improvement in the market of shopping centers.
In addition, by adding the virtual dimension, there will be increasing competition
between bricks and clicks and how not only shopping centers position themselves, but
also how supply chains may need to transform to accommodate this. Despite rapid
changes in technology and how consumers shop and interact with brands, the physical
shopping center is still at the heart of retail experience. Successful retailers and owners
will be those who are able to partner and carefully evaluate opportunities for revenue,
profitability and expansion.
Due to internationalization, rapid changes in business and the presence of
economic crisis, trend in the future is not predictable with certainty, but there are
indications what it might be. The crisis will not completely stop the retail investment
activity because they are related to everyday consumer spending. The intensity and
dynamics are likely to change and, as a consequence, investors will not make decisions
about entries into new markets and investing in new projects easily any more.
Conclusion is that the investment activity will continue to exist, but in the smaller
volume and intensity.
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