
Space Use in Retail: 
Food Halls

Introduction

Retail in the U.S. is undergoing a dramatic change as lifestyle and consumption preferences shift away 
from brick-and-mortar stores, toward digital shopping experiences. Over the last few years, the victims 
of this trend—mostly big box retailers and power center tenants—have been forced to downsize, and in 
some cases, declare bankruptcy as consumers disappear and sales dwindle. 

However, one category of retail—the food hall—has not only survived this trend, but has thrived, as 
consumers increasingly gravitate towards these collections of boutique ‘fast casual’ restaurants with 
shared seating. As consumption preferences continue their shift towards digital alternatives, what exactly 
draws consumers to food halls?

eCommerce and the Retail Paradigm Shift

Over the last decade, e-Commerce has transformed the American Retail experience. Large tenant, 
large-floorplate formats, such as Regional Malls and Power Centers, have struggled to drive traffic. Their 
tenants, mainstay brick and mortar retailers of general merchandise, apparel and accessories, furniture, 
and “other” goods—so-called GAFO goods—have already closed thousands of stores. Absent a significant 
shift in consumer preferences, this trend will continue. 

To understand why this is the case, it is critical to understand the growth levers in retail: Price, Selection, 
and Convenience. “Price” refers to the balance between cost and benefit when a consumer makes a 
purchase decision. “Selection” refers to the likelihood that the consumer will find goods which meet their 
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needs. “Convenience” refers to the time and effort, in addition to the price, required to obtain the goods 
desired by the customer.

Traditional retailers—JC Penny, Macy’s, Sears, The Sports Authority, to name a few—use stores to allow 
customers to interact with goods and make purchase decisions. Until around 15 years ago, shopping 
centers and big box retailers offered the lowest prices (by buying in bulk), greatest selection (usually 
spread out over large stores), and greatest convenience (by locating many types of inventory in a single 
location to save drive time).

Example of a retail power center – note the large, connected layout and abundance of surface parking

When Amazon shipped its first paperbacks out of 
a Bellevue, WA garage in 1995, it was an unlikely 
competitor. Likewise, eBay was a novelty during 
its infancy—a digital bazaar for oddities and hard-
to-find collectors items. How could companies 
without any storefront presence—or positive 
net cash flow for that matter—threaten a nearly-
centuries-old proven business model?

The answer is that for GAFO goods, e-Commerce 
provides a superior experience. Online retailers 
have less overhead because they do not require 
physical stores or sales personnel. Because of 
this, they can sell identical goods at a lower price. Nor do online retailers need physical inventory, as 
goods are “displayed” on a computer monitor, allowing them to offer a wider selection than is physically 
possible in brick and mortar stores. Consumers can search and compare different products across 
multiple stores, both new and used. These goods are then delivered directly to the consumer—it is 
difficult to imagine a more convenient shopping experience.

For durable GAFO goods such as appliances and furniture, e-Commerce has become the obvious choice, 
with dire consequences for traditional, brick-and-mortar retailers. Why isn’t the same thing happening to 
food service?
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Why Food (Service) is Different

In 2007, food purchases made up 27% of all retail sales in the United States. By 2015, food accounted 
for over 31% of all retail sales. While other retail spending categories remained static, total food service 
sales grew 53%, from $854b to $1.3t and remain the primary growth driver for consumer spending. The 

reason for this outsized performance is simple: Customers experience food in a fundamentally different 
way than they do GAFO goods. Although eCommerce is an excellent channel for the distribution of 
GAFO goods, it is a poor substitute when one considers what drives the growth levers—Price, Selection, 
and Convenience—in food retail.

Price 

Food hall retailers have smaller footprints, which keeps rent and overhead costs low. In Atlanta, the 
average fast food restaurant is 2,775 square feet in size. Sit-down restaurants are larger—around 4,750 
square feet on average. By comparison, stands at Krog Street Market and Ponce City Market are usually 
less than 500 square feet, with a few larger sit-down restaurants at 3,000 square feet. This configuration 
allows landlords to generate more revenue on a per square foot basis while offering tenants lower rates 
in absolute terms than what they could achieve in other layouts.

Tenants also keep costs low through use of shared common areas. As a result, food hall retailers can offer 
high-quality food at a price below traditional restaurants. Not only are these layouts physically efficient, 
their cost structure is financially efficient as well. This cost advantage allows tenants in food halls to 
provide a wide variety of high quality foods at a price that competes with more traditional restaurants.
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Food Halls are the retail equivalent of Creative Loft Office Space. They are fitting more tenants in smaller 
spaces, allowing the landlords to charge a premium for the space. Also like creative loft space, Food Halls 
are making use of common space. In both situations, the tenant and landlord are able to provide more 
for their customers, giving them an experiential advantage to their competitors.

Selection

Food halls combine dozens of small, boutique food and retail vendors in a dense, walkable format. Each 
individual vendor may only offer a handful of goods without diminishing the available selection of the 
food hall. By maintaining only a limited menu, each individual vendor reduces their inventory risk without 
reducing the selection variety of the food hall in the aggregate.

The selection process itself is also fundamentally different when it involves food. Food halls are filled 
with the smells and sounds of cuisine, two important criteria used to select food. By contrast, customers 
(usually) do not smell GAFO goods as part of the selection process.

Convenience

Because shopping for GAFO goods is largely 
a joyless task, the meaning of convenience 
for those goods turns on effort: all things 
considered, how difficult is it to convert 
cash into the desired goods? Food halls, on 
the other hand, are designed to provide an 
experience, in addition to whatever goods 
those customers may purchase.  

The experiential nature of the food hall even 
promotes the non-food tenants, who sell 
boutique goods, such as handmade soaps, 
locally brewed beer, and even wild flower 
arrangements. These are goods whose sensory experience is an integral part of the value proposition. 
For a food hall, convenience comes from having many of these experience-based retail uses in the same 
location. Although the tenant rosters may seem random, they all rely on a close integration of sensory 
experience to sell goods. The physical layout of food halls—defined by high densities and open spaces—
actually enhances tenants’ ability to deliver the sensory portion of their value proposition.

Lastly, and perhaps most importantly, humans are social creatures, and dining is a deeply social 
experience. All major social gatherings are accompanied by food: weddings, birthdays have cake, sporting 
events have grilled hot dogs and hamburgers, and every holiday across cultures has some distinctive 
cuisine associated with it. The link between food and socialization is so pervasive that we even use the 
name of a food style to refer to a distinct social event—the barbecue. As much as we enjoy food, we 
enjoy food more together, and food halls provide a convenience location for social activity. 
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Food Halls and Office

Although Food Halls are more efficient—from both a cost and experience perspective—the format 
change would not be as successful without an accompanying change in demand. Cultural and 
demographic shifts are changing the way we use office space as well. Creative loft space is currently one 
of the most lucrative office sectors, just as Food Halls are for retail. In addition to the unique physical 
layouts of creative space, tenants are increasingly demanding intangible amenities—including walkability 
and a full work-play environment. Offices located near amenity-dense environments can increasingly 
charge a premium for their space. As food halls represent one of the most cost-efficient options for 
making an outsized increase in walkable amenities, they are a good option for landlords looking to 
modernize their office properties. 

Food Halls and Office

Over the last decade, retail tenants that offer “commodity” products have struggled to achieve financial 
success. E-commerce companies have provided greater selection, more convenience, and lower prices. 
Consumers have responded with a dramatic shift in their consumption habits. Food Halls, unlike 
department stores and fast food chains, have exploded in popularity and profitability.  They deliver a 
complete ‘experience,’ one that delights customers and caters to the cultural and demographic shifts that 
value variety and engagement. 

This new generation of workers is redefining lifestyles for young adults: they are waiting to get married, 
waiting to buy a house, and waiting to have kids. They spend more time at work and less time at home. 
They eat out more than they cook. They demand variety and quality in all aspects of life—especially 
where they work. This value hierarchy is fundamentally different than that of previous generations, 
and as a result, commercial real estate has seen seismic shifts in value. “Off the beaten path” is to this 
generation, what “main and main” was to their predecessors.

As this generation continues to enter the workforce, properties that cater to their preferences will 
continue to outperform. As the boundaries between work and recreation continue to blur, access to 
amenities will become increasingly important. Amenities—especially unique amenities—can transform an 
office project from a ‘commodity’ to an ‘experience.’ To capitalize on the same trends that have led to the 
food hall explosion, landlords must understand what drives those trends. Those that do will be in a better 
position to maximize the economic potential of their properties. 


