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“Online Retailers Demand Real Store Locations”
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Shop openings will exceed closings for first time since 2017, reflecting shift

By SuzZANNE KAPNER

After losing ground to e-
commerce, bricks-and-mortar
stores are back in style.

Retailers this year are ex-
pected to open more stores
than they close for the first
time since 2017, according to
an analysis of more than 900
chains by IHL Group, a re-
search and advisory company.
Most of the growth is coming
from mass merchants, food,
drugs and convenience chains.

Department stores and spe-
cialty retailers, which experi-
enced the biggest shakeout
over the past five years, are
still closing more stores than
they are opening. But the pace
of closures has slowed from
record levels.

Behind the shift are chang-
ing views about the value of
physical stores, industry exec-
utives and analysts said.

Stores have become integral
in fulfilling e-commerce or-
ders. They serve as distribu-
tion hubs and convenient
| places for shoppers to pick up

and return online purchases—
services that will be key this
holiday season as orders once
again threaten to overwhelm
shipping carriers.

As the cost of acquiring
customers online has skyrock-
eted, stores also are a less ex-

.pensive way to attract new
shoppers. And as landlords
have become more willing to
accept shorter and more flexi-
ble lease terms, retailers are
Jess likely to wind up locked
into unproductive locations,
the execufives and analysts
said.

«Fiye or six years ago, there
was lots of discussion about
whether e-commerce would
gobble up bricks-and-mortar
retail,” said Toni Roeller, se-
nior vice president of in-store
environment and visual mer-

chandising at Dick’s Sporting
Goods Inc. Instead, she said,
the online and store experi-
ence became more closely
linked, which translated into a
need for more stores.

The stores that retailers are
opening today are different.
Some are smaller, and more of
them offer experiences beyond
browsing.

Dick’s is adding to its fleet
of more than 800 stores by
opening newer concepts that
include House of Sport, Public
Lands and Golf Galaxy stores
that have interactive features
such as batting cages, rock-
climbing walls and putting
greens. It also has added some
of those features to its name-
sake Dick’s stores.

“Pagple research online, but
many times they want to Iy
before they buy,” Ms. Reeller
said.

Levi Strauss & Co. plans to
open 100 of what it calls “next

generation” stores in the U.S.
in the next three to five years
that are smaller than existing
full-price locations and have
tailor shops where consumers
can customize T-shirts or add
patches, embroidery or col-
ored rivets to their jeans. The
stores also have digital
touches such as mobile check-
out and use artificial intelli-
gence to stock merchandise
according to local tastes.

“The majority of consumers
like to engage with us in our
stores,” said Harmit Singh,
Levi’s finance chief.

Mr. Singh said that Levi’s
has been negotiating rents that
are 15% lower than pre-pan-
dermic levels. He said landlords
are more willing to cffer flexi-
ble terms, including the ability
for Levl’s to exit from the prop-
erty in four to five years, as op-
posed to a decade ormore. And
landlords are less resistant to
calculating rent as a percentage
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of sales, which provides retail-
ers with a cushion during
dovmturns. “That has improved
the profitability of stores,” Mr.
Singh said.

Foot traffic to existing
physical stores across 10 retail
categories still is below pre-
Covid-19 levels. For the week
ended Nov. 20, traffic to U.S.
stores was 12.4% below the
same week two years ago, ac-
cording to Sensormatic Solu-
tions, which tracks footsteps
through cameras placed at
store entrances.

Digital customer acquisition
costs—which include Google
and Facebook ads, paid search
and content creation—are up
nearly 50% over the past five
years, according to ProfitWell,
a software maker that helps
subscription companies with
customer retention and pricing.

“The costs are going up he-
cause there are more brands
spending more on digital mar-
keting,” said Patrick Campbell,
ProfitWell’s chief executive of-
ficer. He expects costs to rise
further as companies including
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Apple Inc. and Alphabet Inc.s
Google move to restrict the

_use of cookies, coding that
helps marketers track people’s
online movements.

Some of the new stores are
coming from brands that got
their start online and say they
now realize the importance of
having a physical presence.
Amazon.com Inc., which al-
ready operates physical book
stores and grocery stores,
plans to open department
stores where shoppers can try
on its private-label clothes and
some national brands in tech-

nology-fueled dressing rooms.

When Chris Riccobono
started online shirt brand Un-
tuckit LLC in 2010, he never
thought he would open physi-
cal stores. “At that time, peo-
ple were saying stores would
be gone,” Mr. Riccobono said.
Then, prospective customers
started emailing him, saying
they wouldn’t buy his shirts
unless they could first touch
them and try them on.

Today, the brand has 88
stores and plans to grow to
150 locations over the next
two to three years.

“We don’t look at the stores
and e-commerce as separate,”
Mr. Riccobono said. “Bricks-
and-mortar is an extension of
our online business. We get a
bump online within a 10-mile
radius of each store we open.
Stores are like an inexpensive
billboard.”

Warby Parker Inc., which
got its start as an online eye-
glass retailer, generated more
revenue from its physical
stores than it did from its dig-
ital business in 2019, before
the pandemic forced bricks-
and-mortar stores to tempo-
rarily shut. The company,
which sold shares to the pub-
lic in September, currently has
154 stores and plans to open
as many as 35 new locations
this year, according to finan-
cial filings.

“It's not like it’s stores
against e-commerce anymore,”
said Brendan Witcher, a For-
rester Research principal ana-
lyst. “They play an integral
role in supporting each other.
The old story that stores are
dead is simply not true.”
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