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COMMUNITY IS THE KEY TO RETAIL CONSUMERS
IN SAN DIEGO
The county’s vast array of submarkets, coupled by
topographical constraints, make this market hyper-local
when it comes to restaurant and retail offerings.
By Nellie Day

B

eing in tune with one’s self is always a positive thing — and San Diego seems to
thrive at this. The county has such a keen sense of awareness that it even boasts a
Self-Realization Center in Encinitas. Knowing one’s identity extends beyond the
spiritual world in this part of California. It is also a prudent retail strategy, as panelists at
InterFace Conference Group’s San Diego Retail Conference, held recently at the Sheraton Hotel & Marina, attested.
For retailers and shopping center owners, self-realization centers around your brand’s
message. What’s your history? What are your core values? What story are you trying
to tell, and what lifestyle are you trying to sell? These answers are important, as they
determine your physical location and potential success with that San Diego consumer.
This, naturally, also means retailers and shopping center owners must be just as knowledgeable about their consumer and submarkets as the consumers are about themselves.
see SAN DIEGO, page 51

Westfield UTC is trying to cap its food and beverage presence at 25 to 30
percent of the center’s overall offerings.

CREATIVE HEALTHCARE
CONSTRUCTION AND DESIGN

WESTERN U.S. IS
A LEADER AMONG
FLEX OFFICE SPACE
USERS

The Top 5 construction and design trends impacting
healthcare real estate.
By Mike Conn

Meridian assembled four lots to create a large
enough parcel to hold the 12,754-square-foot
outpatient clinic developed from the ground-up in
Oakland, Calif.

T

his is an exciting time for healthcare
real estate design and construction.
Healthcare fundamentals are strong
and continue to evolve with lots of new and
private capital flowing into this sector. The
hub-and-spoke model and the retailization
of healthcare continue to push lower acuity
services out into the communities for better
access to care at more affordable prices.
Interest rates and cap rates also appear to
be stable, though yields continue to compress as construction costs increase and
reimbursements remain flat or decreasing.
All of this is forcing developers to get cresee HEALTHCARE, page 54

Many of the West’s major metros
are also the top hubs for flexible
office space.
By Peter Belisle and Andy Poppink

F

lex office space is not just a passing trend — it’s woven
into the fabric of our future workplace. This type of inventory, including coworking space, incubators and
other short-term space options, has grown 23 percent annually
since 2010. In fact, this type of space accounted for more than
two-thirds of the country’s office market occupancy gains in
2018. JLL predicts it will comprise about one-third of the office market inventory by 2030, compared to less than 5 percent
today.
see FLEX OFFICE page 48
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ative and embrace some of the newer
design and construction trends currently impacting healthcare real estate.

1. Repurposing
The demand for prime outpatient
locations is far exceeding supply
as healthcare providers continue to
move services off-campus in an effort to increase their reach and lower
costs. Lack of developable land near
hospitals and the desire to get more of
a presence in the community are driving healthcare provider’s ambulatory
strategy. A great solution for this is
finding underutilized buildings and
repurposing them for healthcare.
Meridian has done this in multiple
markets, including dense urban infill
areas where there are limited development opportunities. The firm recently
spotted an opportunity to convert an
abandoned 1960s post office into an
OSHPD3 ambulatory outpatient clinic
in Walnut Creek, Calif. Meridian expanded the building, reconfigured the
parking lot and moved the existing
entrance from the front of the building to the rear.
Transforming the old building into
medical use included upgrading the
roof structure to support new HVAC
and sprinklers, as well as adding new
shear and seismic strapping to existing
walls and columns. It also involved
overcoming many major unforeseen
structural conditions, such as missing
grade beams and column connections.
All of the utilities were undersized
and had to be upgraded as well. Other
adaptive reuse projects include converting retail and general office buildings into medical use. Healthcare providers see adaptive reuse projects as
a cost-effective way to enter markets
ahead of their competitors.

Located at 4242 Broadway, this healthcare facility is situated in a busy corridor
offering easy access to restaurants, shopping and residential areas in Oakland.

2. Urbanism

3. Green Technology

We are seeing a huge increase in the
desire for an urban-centric lifestyle,
ranging from Baby Boomers to Millennials. Consumers don’t want to
travel far from home to get to work,
entertainment or to healthcare. Accessibility is just as important to Boomers
as it is to the busy moms who need a
pediatric appointment for their toddler in between daycare and school
pickups. Millennials are demanding
easy access via ridesharing or bikes
and scooters.
Meridian completed an OSHPD 3
outpatient clinic on a major retail corridor in Oakland, Calif., last April.
The clinic is situated between a Blue
Bottle Coffee and a Firestone auto care
shop. It is also surrounded by new
multifamily developments and other
major retailers. The scarcity of available land and buildings required Meridian to develop a 12,750-square-foot,
podium-style clinic on an assemblage
of parcels totaling only 18,000 square
feet. The on-grade parking structure
under the building was made to look
like a retail storefront to help activate the street and remain pedestrian
friendly.

Reducing a building’s carbon footprint is a critical topic, especially in
California. As an example, we recently installed Suntuitive thermochromic glazing in two of Meridian’s
recent ground-up outpatient clinics
in Modesto and Stockton, Calif. This
glass is more expensive up-front than
traditional glass, but it should produce a lower life-cycle energy cost
as the glass naturally tints when heat
and sunlight are applied to it. Plus,
the patients’ and employees’ indoor
light quality is drastically improved.
Meridian is exploring other construction methods and techniques as part
of its energy-saving initiatives. These
include photovoltaic, modular, smart
building management systems and
sustainable materials.

4. Growing Construction
Costs
Material costs have been steadily increasing over the past couple of years.
The largest cost increases have occurred in manufactured steel, cementitious products and softwood lumber.
It’s important for developers to be
cognizant of this when budgeting for

An abandoned post office in Walnut Creek (inset), was converted into an 8,500-square-foot OSHPD III outpatient medical clinic.
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new projects that
are one to two years
out from breaking
ground. The industry needs to pay attention to the commodities
markets,
hedge bets on which
materials are less
volatile and design Conn
accordingly to mitigate possible budget issues. Meridian
switched two wood and stucco medical buildings to Type II-B CMU (concrete masonry unit) buildings early
in the design process at the Modesto
and Stockton projects. This saved the
client money as lumber prices spiked.
The decision initially added cost to the
project but it was less expensive at the
end of the day.

5. Patient Satisfaction
Patients have many options when
it comes to choosing the right healthcare facility. Owners and operators of
healthcare systems are focused on creating the best patient experience possible. We are all focused on making
the experience seamless, straight forward and comfortable. Facility design
has evolved to focus on promoting a
truly healing environment. Trends like
exam rooms with a view, planned outdoor spaces, increased signage, technology and waiting areas with amenities that resemble hotels rather than
hospitals are just a few ways facilities
are enhancing the patient experience.
Meridian had the opportunity to
build out a lower level suite in an existing operating medical office building
in Pasadena, Calif., this past January.
The space had no natural light and felt
confined due to the lack of windows.
Meridian worked with its design team
and decided to spend the extra money
to install faux skylights that created
the illusion of natural light coming
into the suite. It’s amazing what a difference it made to the employees and
patient experience.
Meridian believes the fundamentals of healthcare real estate are solid
and the economy will remain stable in
the near term, barring any unforeseen
global incidents or political maneuvering that could disrupt the sector. A lot
of the prime development sites have
been built out over the last economic
cycle, so there are no “easy” deals anymore. It will take ingenuity to create
new medical office projects. Repurposing existing buildings, assembling
multiple parcels and unlocking difficult sites will be the wave of the future.
Meridian is thankful to be part of this
innovation that is transforming the
healthcare industry and remains committed to providing lower-cost access
to care to its healthcare partners.
Mike Conn, Senior Vice President, Meridian in
San Ramon, Calif.
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