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Abstract

The retail sector has endured a prolonged period of upheaval that has led to retailers facing
financial distress. As a result, the retail industry has been experiencing a rising number of
retailers undertaking Company Voluntary Arrangements (CVAs). Using existing literature,
secondary data and primary research drawn from semi-structured interviews with a broad
range of high-profile stakehalders, this study will review the impacts of the CVA
phenomenon on shopping centre formats. This approach will allow for an in-depth analysis
of landlord and tenant perspectives and pressures, to understand the strategies that are
being undertaken by these stakeholders to mitigate the impact of CVAs.

The results show that CVAs have had a significant impact on the net income of shopping
centres and have heightened tensions between landlords and tenants due to game playing
and opportunistic negotiations between parties to secure the best outcome from the
market. Interestingly, the most common strategies to overcome the CVA storm involve
transforming the challenges into potential opportunities, which is possible thanks to the
structure and management capabilities of shopping centres. Policy updates are all the same
necessary to promote unity in the sector. Considering the under-researched nature of CVAs
and the impact on shopping centres, this research paper ends with recommendations on

policy and opportunities for future research.

Keywords: CVA, Shopping Centre, Retail, Restructuring Strategies, Market Resilience, Rent

Reductions, Retail Policy.
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Chapter 1. Introduction

The retail sector has undergone a series of revolutions that have been gathering momentum
over several years and have contributed to the technologically advanced retail practices that
continue to evolve today (Fernie, 1997). The proliferation of e-commerce, changing consumer
behaviour, combined with challenging economic conditions and consumer malaise have led
to various retailers reaching financial instability (Davies, 2019). The recent proliferation of
retailers filing CVAs represents the outcome of this dynamic structural change experienced

by the sector.

Shopping centres are at the centre of this CVA storm (Parsley, 2018). As shopping centres hold
appealing attributes for consumers, they often demand higher rents than high-streets and
the units within them are likely to be first affected by CVA proposals (Yuo et al., 2004).
Shopping centres also tend to house chain-merchandisers who can afford higher rents and
who are, ironically, increasingly those in a position of implementing CVAs, leaving landlords
heavily exposed to an onslaught of struggling tenants that has ultimately resulted into short-

falls in landlord’s net rental income (Financial Times, 2019a).

However, evidence suggests that shopping centres hold a uniquely robust structure that can
resist the impact of instability, more than high-streets (Stevens, 2018a). Shopping centres,
therefore, offer an intriguing object to study, and this research will test whether they truly
are resilient enough to weather the CVA storm. For this study, shopping centres are defined
as a collection of multiple commercial and service establishments owned and managed as a
single unit- a definition that can be applied to both in-town or in out-of-town locations
(Casazza, 1999). The research gap on this topic offers interesting avenues of inquiry,

motivating this study.

1.1 Aim and Objectives.




The aim of this research paper is to examine the current shift in UK retailing and explore the
consequent rise of CVAs as a re-structuring tool for retailers. The research will seek to
investigate the impact that CVAs are having on shopping centre structures in particular. The
tension between landlord and occupier perspectives and pressures will be examined, as well
as the strategies being undertaken to mitigate the impact of the insolvency process. The
implications for policy resulting from these perspectives will finally be drawn in the

conclusion.

To realise this aim, the paper will achieve the following objectives that have been

conceptualised and operationalised following a comprehensive literature review (Chapter 2):

1. To examine the historical shifts in retail and the emergence of shopping centres to
understand the events that may have created financial crisis points for retailers linked
to shopping centres today. This will include an evaluation of how Christaller’s Central
Place Theory might have explained the emergence of out-of-town shopping centres,

and assess to what extent this theory is still applicable today;

2. To understand the dynamics of today’s out-of-town shopping centre retail market,
including current financial crisis points and emerging responses to them, particularly

CVAs;

3. Toexplore the different perspectives of retail industry professionals on CVAs and how

they are affecting shopping centres;

4. To assess the strategies being undertaken by landlords and tenants to mitigate the
impact of CVAs in shopping centres and consider whether CVAs can potentially

provide opportunities for these stakeholders;

5. To appraise key findings from the research to identify points of resilience for
stakeholders and provide informative recommendations for policy and stakeholders

relating to this real-estate sector in the future.




1.2 Study outline

The paper will firstly present a literature review (Chapter 2), which aims to provide a historical
and theoretical perspective on the retailing sector to ensure the research is well informed

and to subsequently support the analysis (Chapter 4).

The understanding of gaps in the literature gained from the compiling of said overview was
used to appraise this study’s aim and objectives (Chapter 1). An appreciation of the
methodologies used in seminal publications on similar topics informed the selection of the
research methodologies adopted for data collection (Chapter 3): interviews were used to
gather primary data and reputable online sources and market reports were used as secondary

data that both informed and supported primary data.

The findings and the supporting data analysis, cross-referenced with literature, are discussed
and presented in Chapter 4, which is organised following a thematic analysis that aims to
represent the data derived from the diverse perspectives gained from interviews, within a
coherent structure.

Conclusively, Chapter 5 summarises the key findings, underlines the limitations of the study

and presents recommendations for policy and further research.




























































































































































































































