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‘M
oments of dislocation 
are where opportuni-
ties are created,’ says 
Scott Malkin. ‘In 1992, 

when we fi rst started Value Retail, 
people were stunned and in retreat. 
The market was crushed. The bad 
news was that we created a business 
when people were negative but the 
good news was that very negativity 
worked for us. It created a passivity 
that only increased our focus. People 
were not just sitting on their hands 
and not competing with us: people 
were just sitting on their hands, peri-
od. We moved when the market was 
too distracted to notice what we were 
doing.’
Fifteen years have passed since that 
date and now Malkin, the CEO of Val-
ue Retail, runs one of the world’s most 
successful chains of outlet villages, 
with nine locations scattered through-
out Western Europe. Working from 
the company’s modest offi ces, just a 
short walk away from London’s Berke-
ley Square, the 48 year old graduate of 
Harvard business and law schools 
spoke to VGM Real Estate about his 
early days and fi rst successes in retail 
development, and what the future 
holds for his company.
‘Retail development has been my pas-
sion since the beginning of my career’, 
says Malkin. ‘In 1988 and 1989, before 
the formation of Value Retail, we 
brought European investors to Rodeo 
Drive in Beverly Hills for a luxury re-
tail project that involved a lot of in-
ventive thinking. Four friends I knew 
in New York and I formed a company 
which we called SD Malkin Properties. 
Up until that point, we had all worked 
on projects that were evolving success-
fully but we had not been the primary 
actors. In this 13,000 m2 project we in-
volved brands such as Tiffany and Dior 
in a development that was not only 
unusual in its design and concentra-
tion, but also in its focus on the inter-
national tourist as its target shopper. 
That was our fi rst real success and we 
moved on from there to developments 
in Europe. We had other projects go-
ing at the time but the Rodeo Drive 
scheme gave us a calling card.’
That calling card gave the partners the 
ability to form Value Retail, which is 
partially funded with investments 
from Hammerson, Simon Property 
Group and Deutsche Bank, who to-
gether hold 25 percent of the compa-
ny. Malkin and his other partners con-
trol the remainder. Their fi rst Europe-
an project was Bicester Village, out-
side of London, which was opened in 
1995. Value Retail’s key lenders across 
Europe include SNS Property Finance 
and The Royal Bank of Scotland.

Licence
‘Our relationship goes back at least six 
years,’ says Michiel van Loon, the Di-
rector of Northern Europe at SNS 
Property Finance. ‘We were involved 
in the fi nancing of Ingolstadt Village, 
Maasmechelen Village and La Vallée 
Village outside of Paris. We have come 
to know the company as a very ambi-

tious and professional retail organisa-
tion. They not only look at the spend-
ing power coming from the pool of re-
gional residents, but also the tourist 
fl ows, which assures that they are well 
placed to attract the most high value 
consumers. The power of the concept 
is not just the location: it’s also the 
mix of high-end products, the attrac-
tive architecture and both the connec-
tion between and the engagement of 
customers, brands and the people 
from Value Retail themselves.’
‘For Bicester Village we bought a 
greenfi eld site and developed a unique 
vernacular environment,’ says Malkin. 
‘The architecture of all the Value Re-
tail sites closely refl ects local tradition. 
You have to remember that all outlet 
shopping projects are built completely 
on spec. You do your due diligence to 
minimise risk but we added another 
factor to our model by writing a li-
cence instead of a lease agreement, 
which closely resembles a department 
store royalty arrangement. That gives 
us more fl exible terms of occupancy. 
Each individual unit is approximately 
200 m2, with the largest not exceeding 

600 m2, and tenants pay a royalty in 
lieu of rent, which is a percentage of 
VAT exclusive sales. We offer a rolling 
licence with a time commitment as 
short as ten months. We retain the 
right of cancellation on short notice so 
we can actively re-merchandise and re-
invent the brand mix year in and year 
out. It’s a good business model but 
one that was unprecedented and 
therefore diffi cult for the market to 
accept initially and value.’

Double digit growth
‘Sales growth, performance and sales 
densities have been consistent in both 
northern and southern Europe with 
the most established villages achiev-
ing average sales per square metre on 
the gross external area, excluding 
VAT, in excess of €13,000 per m2 per 
annum, a level that rivals any sales 
densities achieved at full price loca-
tions in Europe,’ says Malkin. ‘The 
younger projects are tracking the 
same performance evolution and the 
average sales densities achieved for 
the villages collectively in 2007 will be 
approximately €8,000 per m2. Annual 

growth in sales for the portfolio has 
averaged in the double digits for the 
last twelve years.’
‘Value Retail manages to provide a 
product that delights the consumer 
and consistently delivers over time’, 
says Ken Gunn, Director of the CACI 
Property Location and Planning Con-
sultancy and one of the leading ex-
perts in outlet centres in Europe. ‘Val-
ue Retail always stands out head and 
shoulders above the rest of the compe-
tition because they deliver what the 
customer is looking for. They think of 
property in an operational sense.’
‘The beauty about outlet centres is 
that many people believe they are 
places they go for fun’, adds Gunn. 
‘They are leisure destinations. People 
believe they are getting something not 
available on the high street. Outlet is 
about leisure rather than retail. It’s 
about the thrill and excitement of 
fi nding a bargain. As a result, they 
draw people over a much wider catch-
ment area. People who travel to Value 
Retail sites don’t actually think they 
are shopping. They think they are on a 
day out. What happens is that people 
spend more as a result and come back 
more satisfi ed.’

Retail driven
‘The outlet business generally is retail 
driven’, says Chris Warren, a leading 
outlet analyst at Cushman and Wake-
fi eld in London. ‘These schemes are 
real estate by defi nition, but they are 
very different than any other type of 
retail real estate. Success is driven by 
the management of the scheme. Sites 
need to be bought and funding needs 
to be done but once they become on-
going operations they are very differ-
ent than anything else, except maybe 
a department store. Tenants have very 
short leases and the landlord has the 
ability to break leases and bring in 
new brands at any point. Nevertheless, 
you can value them as property invest-
ments because, whilst there are short 
leases, in a more mature market like 
the UK, where there are 40 schemes 
going, some of which have been trad-
ing for over ten years, there is a de-
monstrable rent, albeit based on base 
rents or percentage of turnover. You 
can value them as a property because 
they had an original cost of construc-
tion and a somewhat quirky lease 
structure, but there is a consistently 
increasing rental income. They are 
now much more recognised and much 
more institutionally acceptable now 
than they were eight to ten years ago.’
‘Value Retail has created an extremely 
successful model in Europe,’ adds 
Warren. ‘There would be any number 
of people interested in buying the 
company. They attract a better level of 
tenants and customers, which gives 
them the ability to charge royalties on 
sales that are probably in the 10 per-
cent to 13 percent range.’
There are an estimated fi fty outlet 
shopping centres planned in Europe, 
but some analysts think that many of 
the prime sites have been taken by 
companies like Value Retail. ‘The in-

teresting thing with Value Retail is 
where they go next’, says Ken Gunn of 
CACI. ‘It is increasingly diffi cult to get 
sites in the right place and, in my 
view, some countries are almost full.’

Focus
‘We probably will build one or two 
more projects, but we won’t be build-
ing ten more projects’, says Malkin, in 
contrast. ‘Our focus is on the high end 
domestic shoppers and international 
tourists. Location is a relative concept. 
What seems convenient in the Nether-
lands might seem impossibly arduous 
in Ireland. Sites can’t be too remote. 
There are also densely populated areas 
with people that don’t spend a lot of 
money. You also have to know the psy-
chology of the shopper. Maasmeche-
len Village in Belgium attracts a lot of 
high spending Dutch. The psychology 
of the Dutch fashion outlet shopper is 
that she is ambitious and spends more 

comfortably in Maasmechelen Village 
than she would spend in Amsterdam. 
There is a tradition of conservatism in 
consumption that can be broken if the 
shopper is transported to a different 
environment.’
‘Our philosophy is that we are the tor-
toise, not the hare’, adds Malkin. ‘We 
slowly lump along and fi nd out what 
the answers are. We have been blessed 
by good luck and hard work. The indi-
vidual markets in which we operate 
are very different, but in each one we 
attract an enormous amount of busi-
ness from affl uent tourists. In Barcelo-
na almost 50 percent of the customers 
are non-Spanish and that tourism fi g-
ure is 30 percent in Paris. A recent sur-
vey found that Bicester Village is the 
number one destination outside of 
London for Japanese tourists visiting 
the UK.’
‘Value Retail is the best outlet opera-
tor by far and they have fantastic rela-
tionships with the brands that go in 
their centres’, says Chris Warren of 
Cushman and Wakefi eld. ‘They under-
stand the customer and retailers and 
can put them together in a very virtu-
ous relationship and they make a lot 
of money as a result. They are head 
and shoulders above what the others 
offer and they haven’t opened too 
many sites. Value Retail did not over 
develop. With their brand strength 
they created a blend of uniqueness 
and draw which equals success.’ ¶

Brian O’Connell

The art of retail

Selling at half-price proves good 
business for Value Retail

Outlet shopping villages were once a novelty in Eu-
rope although some analysts think the novelty just 
might be wearing off as the pool of potential loca-
tions is drying up. One company, Value Retail, got 
in the business early and has turned bargain hunt-
ing into a very profi table business. 

We moved 
when the market 

was too distracted 
to notice what we 

were doing

Scott Malkin: ‘We are the tortoise, not the hare.’
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