A Healthcare Providers Blueprint to Retail
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By Chris Lambrecht, Senior Vice President of Construction & Development and Stephen Buckeridge, Development
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What does nail polish have to do
with a healthcare clinic? When
it comes to deciding whether or
not to redevelop a vacant big box
store into an ambulatory care
facility, the answer is: plenty! For
Yale New Haven Health System
(YNHHS) the picture was not
so clear. When their real estate
consultant, MedCraft Healthcare
Real
Estate,
conducted
a
standard environmental study
of the building and the site they
wished to purchase, they learned
that returned nail polish and
cosmetics from the previous
tenant potentially created an
environmental concern. In that
particular market, similar to other
markets around the country, the
appropriate disposal of nail polish
and cosmetics is an important issue
that needed to be fully understood
to ensure compliance with local
environmental regulations. As
a result of MedCraft guiding
YNHHS through a comprehensive
evaluation roadmap early in
the
site
selection
process,

this environmental issue was
effectively identified and resolved.

and discuss key considerations for
site selection.

In the wake of the consumer shift
to eCommerce purchasing and
the impact of COVID-19 on buying
habits, more than 15,500 brickand-mortar retail stores across the
country closed in 2020 – nearly
double that of 2019. These vacant
buildings present an attractive
option to healthcare organizations
and providers as potential real
estate for redevelopment into
ambulatory care facilities due
to their high visibility, access,
parking, population density and
other factors.

ASSEMBLE A MULTIDISCLIPLINARY TEAM

Our article, “Repurposing Retail
Space,”
discussed
the
top
considerations to follow when
renovating big box structures for
clinical use. However, even prior
to evaluating renovation issues,
finding the right existing building or
greenfield site is a critical first step
in the process. In this article, we are
going to break down the journey

TRUSTED PARTNERS. PROVEN RESULTS.

To begin the site selection journey,
you must first identify your
strategic goals for the project.
Understanding these will inform
and drive the best real estate
strategy possible.
Once you
have set your goals and decided
to look for a vacant retail building
or greenfield site, engage a multidisciplinary team to help steer the
process.
Assembling a team that includes
the following experts can assist
you with finding and evaluating all
possible options and selecting the
optimum building or site location:
Owner’s Representative and/or
Real Estate Consultant
From the beginning, engage
an
experienced
owner’s
representative and/or real estate

consultant
knowledgeable
in
assessing property and converting
retail facilities into healthcare use.
Using a systematic approach,
this expert will create selection
criteria that meet the project goals
and patient care strategy. This
information will be used to lead
the site evaluation process to
determine the ideal location.
In
addition,
the
owner’s
representative and/or real estate
consultant will lead the acquisition
and transaction process with
the seller, while maintaining
confidentiality for the proposed
uses and provider client. One
benefit of this approach is that it
encourages sellers to continue
negotiating a fair market value
price vs. thinking they have a deeppocketed health system interested
in the property, which may drive
the value up.
When a particular site or two
has been narrowed down, the
owner’s representative and/or
real estate consultant will help
guide a due diligence investigation
with the seller and begin having
discussions with the city and other
jurisdictional leaders to learn about
the site plan and any zoning use
approval processes.
Real Estate Broker
Ask a real estate broker to assist
in locating available property in the
target market. As key members of
your team, brokers who are acutely
knowledgeable of local real estate
will conduct a comprehensive site
and building search in the target
market. An experienced broker
has the necessary contacts and
information for all active listings,
as well as insight on additional
sites and buildings not yet on the
market or that are being shopped
privately.
Further,

a
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provides essential knowledge of
current market pricing and the
ability to evaluate and negotiate
a fair market price. This is a key
component when comparing the
viability of sites to achieve the
desired business plan objectives.
Economic Development
Director
Connect with the local economic
development director. They are a
valuable resource within a market
area or specific municipality.
In addition to having first-hand
knowledge of the community,
available properties and the city
approval processes, economic
development
directors
have
relationships with local business
owners and can assist with
discovering properties not yet on
the market.
Economic development directors
will also be able to identify and
manage
any
re-development
incentive programs available.
Many times, these incentives
include mitigation of tax payments
to a pre-determined lower value
over a specific period. They may
also become a resource and
advocate for a re-development
opportunity within their jurisdiction.

Architect and Site Planner
Architects, site planners and
civil engineers offer a unique
perspective on the property itself.
They will evaluate criteria such as
access, utilities, traffic and even
traffic patterns of an existing site.
They can also perform master
planning and modeling so that you
can see how to optimize the use of
the site.
For example, if you are looking at
a greenfield site, you will want to
understand the maximum building
capacity and related parking that
the site will provide. A building
size evaluation will help you
quickly determine whether the
site will support both the building
structure and parking area to
amply accommodate patients,
visitors and staff.
Health System Leaders
While external experts are critical
to your site selection, the most
successful projects have also
engaged strong leaders from
within the health system who
serve as internal advocates and
champions for the project. These
decision-makers represent the
voice of the clinician, the patient
and other constituents who are

COMPREHENSIVE EVALUATION ROADMAP
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highly influential in the choice of
the site.
This internal leadership can
mobilize the right resources
needed to drive the project forward
with the assurance that all parties
are represented. Without their
buy-in as part of the team, the
site selection may run the risk of
failure.
Once in place, the team will
be able to identify and present
building and property options
for evaluation. A multitude of
inter-related criteria needs to be
considered when evaluating and
determining the ideal building or
site. Here are the top five most
critical considerations:

1. Strategic Plan Alignment

Most healthcare organizations
utilize internal strategic planning
departments or external business
consultants to identify markets
that represent the greatest
opportunities and potential for
growth, including the services that
will be provided. Typically, these
project stakeholders provide a
general service area or radius to
locate services based on patient
demographics, projected utilization
trends, market share, competitor
location and other factors.
It is important to then collaborate
with key health system leaders (as
members of your team) to verify
the market and how potential site
options align with the organization’s
strategic goals.
This involves
identifying population density
within a certain radius of available
site options, traffic patterns, and
any geographic features or other
constraints that limit or guide
people to travel a certain direction.
Although
it
may
seem
counterintuitive, do not discount the
presence of competing healthcare
medcraft.com

organizations in the site selection
process. YNHHS chose to expand
its services at a location that was
directly across the street from one
of its largest competitors. The fact
that competition is present should
not be viewed as a threat, but a
validating factor supporting the
merits of demand at a particular
location. In this case, market
indicators suggested that there
was sufficient demand to support
competing and varying health care
services. This will provide YNHHS
the opportunity to gain market
share at a more convenient location
by bringing a differentiating brand
and care model to the market.
This is similar as a retailer mindset.
How often do we as consumers
see a Walgreens on one corner
and a CVS on the other? A
critical mass of similar services,
even among competitors, has
the potential for strengthening a
location as a community health
care destination and meeting your
business objectives.

2. Feasibility and Economics

While the concept of repurposing
an existing big box structure may
initially seem like a more affordable
option than building a new facility,
this is not always the case. That is
why it pays – literally – to conduct
a feasibility analysis of the existing
building structure or a greenfield
location upfront. During the site
selection process, a thorough
review of all the project costs and
economics should be performed to
make the most accurate decision
possible.
There are many variables that
go into completing a thorough
economic evaluation.
These
typically include the building/
land purchase price and/or
existing building lease costs;
site improvement costs; hard
construction costs; furniture and

equipment costs; time-sensitive
soft and financing costs; and
ongoing operating and occupancy
costs. For construction and site
improvement costs, engage a
local general contractor or two to
assist with construction budgets
and renovation timelines. They are
the best resource to get the most
up to date construction pricing and
schedule information especially
during times of volatile labor and
material supply market.
Numbers do not lie. Once you
have compiled all of the costs
involved in a target site, you can
make an informed decision about
which is the most feasible option.
Case in point: a prominent health
system based in the Minneapolis,
MN recently identified a five-acre
site that they were considering
as a target for a new clinic. After
engaging the MedCraft team to
conduct a formal feasibility analysis,
several hidden, unforeseen costs
surfaced.
Assessment of the
site identified issues related to
soils, site access, utility access
and capacity, wetlands, and DOT
required acceleration/deceleration
lanes. The costs to address these
issues added up to $1.7 million.
We guided the health system
and explored additional site
options and found a site one block
away meeting their criteria and
eliminating all of the exponential
development costs of the initial
site.

3. Speed to Market

Speed to market, or how quickly
revenue generating activities can
begin at a specific location, is
another crucial evaluation factor. A
new building typically requires more
time for city approvals/entitlement
processes and construction than
renovating an existing building or
space. However, renovating an
existing building may require time
for hazardous material abatement,
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relocation of an existing tenant,
or
negotiations
regarding
existing operating and site-related
agreements.
Following are a few critical path
schedule considerations that affect
overall development timeframes:
 How simple or challenging
will the site/building be to
repurpose?
 Will the site require re-zoning or
other municipal approvals?
 What is the local municipal
application
and
approval
process, and does it meet your
timeline?
 Will the neighborhood and
adjacent users support the new
use? Opposition may take time
to resolve
 Are there due diligence items,
such as environmental issues,
hazardous materials or legal
issues that may derail the
project?
 How quickly are you able to
negotiate agreements and
commit funds to close on the
acquisition or enter a space
lease?
 What
is
the
anticipated
construction duration for each
option?
Prepare a detailed development
timeline for each proposed location.
This will help determine which
option meets your speed to market
goals. However, sometimes the
best laid plans can go awry. That
is why having a back-up plan is
essential. Always include at least
one viable secondary option in the
site selection process.
Other options may include
greenfield locations or secondary
existing retail locations. Be
prepared to conduct the same
evaluation, due diligence, planning
medcraft.com

and owner negotiations in parallel
while the primary option is being
pursued. When speed to market
is critical, less time will be lost if the
primary option does not pan out as
anticipated.

4. Accessibility and Building
Configuration

A key attribute to selecting the
best site for healthcare use is
having excellent accessibility. We
encourage our clients to find a
property with high visibility and

travel distances from parking their
car to registration points, especially
for populations who have limited
mobility or emergent care needs.
The advent of COVID-19 has had
a profound impact on accessibility
and building layouts in recent
months. Evaluate how the building
and its layout can be configured to
provide patients and staff with safe,
convenient access from parking
their car to interior circulation
areas. To understand how a facility
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convenient access from major
roads and highways. As one gets
closer to the site, having direct
vehicle and pedestrian ingress
and egress is ideal for ambulatory
patient care as well as having
strong wayfinding and signage
opportunities. Some retail locations
may be part of a mall complex. At
these locations, be sure to look
at where patients will park and
how they will access the building.
Ensure that there will be ample
patient parking within immediate
proximity to the building entrance
and determine whether there is an
opportunity for designated parking
or if parking needs to be shared
with other users.
It is also important to assess patient

location meets the requirements
for the proposed programs, create
a facility “Fit Plan.” The Fit Plan
is a conceptual diagram showing
what the building looks like on
a site plan, and from an interior
and exterior point of view. This
diagram helps determine how
the building meets the program
spatial requirements and the
functionality of the spaces based
on the building configuration and
dimensions. If you are analyzing
an existing building, it is critical to
show the location of infrastructure
(i.e., columns and mechanical
rooms). Fit Planning illustrates
how the building addresses
specific program requirements
such as procedure centers or
other specialty care services, key
4

program adjacencies and flexibility
for future needs.

5. Legal Agreements and Due
Diligence
Whether you are considering
leasing space, purchasing a
building that is part of a mall or
is a freestanding structure, there
may be underlying legalities that
will affect future operations. For
example, before purchasing or
leasing an anchor building within a
mall setting, find out if there are any
existing legal agreements that bind
the buyer to certain obligations on
the property.
There may be common area
agreements,
covenants
and
restrictions, access and parking
agreements,
and
operating
and maintenance agreements
between the mall owner and
the other anchor tenants. These
agreements may dictate allowable
uses, signage and the appearance
of the building façade. There
may even be maintenance
agreements that cause the buyer
to rely on others to perform certain
duties like snow/ice removal
or provide utility easements.
You need to understand how
these requirements may impact

providing patient care, the provider
brand experience and ongoing
operational costs.
Furthermore, as with any land or
building acquisition, the buyer must
become knowledgeable about the
property using a thorough due
diligence process. Learn about
the building or property’s current
state and historical uses. This
includes obtaining existing plans,
performing an environmental site
assessment, testing for hazardous
materials such as asbestos
and lead paint, and gathering
geotechnical information about the
soils, especially if there is a need
to build an addition.
Shortcutting the due diligence
process may cause the team to
underestimate or overestimate
the capital required to renovate an
existing building. We encountered
one situation with a healthcare
organization that underestimated
their capital budget needs,
conducted a minimal amount of due
diligence, then bought a building
and was unfortunately surprised
to learn that to convert the exterior
wall to accommodate windows
would require a seven-digit cost
that was not anticipated. Had they

initially engaged a qualified and
experienced team to conduct due
diligence and establish a realistic
project budget, before committing
to buy the building, they would
have realized:
 The existing roofing structure
could not support the weight of
new solar panels they wished to
install as part of the provider’s
sustainability goals.
 Each heating and cooling VAV
box required construction of
an intricate (and expensive)
steel framing system to support
the equipment from the floor
instead of from the existing roof
structure.
 The exterior masonry walls
were filled with vermiculite, a
hazardous insulating material
to dispose, that needed to be
safely handled and properly
disposed of at an unexpected
additional expense.

USE A SITE SELECTION
SCORECARD
As you engage your team and fully
investigate at least two (or more)
options, using a Site Selection
Scorecard can help ensure that
you have checked the key criteria
that will prevent costly oversights

SITE SELECTION SCORECARD
Site Criteria

WF

Site A
Big
Box
Retail

Site B
Big Box
Retail

Site C
Office
Build

Site D
Greenfield

Weighting Factor (WF)
1 = Somewhat Important
2 = Important

Accessibility (drive times to key markets, population counts, etc.)

4

2

3

1

0

Visibility (traffic counts)

2

3

2

1

1

Development complexity (estimated timeframes)

4

2

2

1

2

Zoning and approval process (estimated approval timeframes)

4

3

3

2

2

Availability (months until building is available for construction)

4

3

2

1

1

Building and site quality

3

2

3

1

2

Branding opportunities

2

2

3

1

2

Parking/site circulation (parking counts, access points, etc.)

3

2

3

1

2

2 = Meets

Building and site supports project phasing

2

1

3

1

2

3 = Best meets

Supports optimal program functionality (total SF, program scope)

4

2

3

1

2

Owned vs. leased (control, capital capacity, etc.)

1

2

2

1

3

Totals

74

88

37

53
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3 = Very Important
4 = Essential

Criteria Ranking Score
Requirements
0 = Does not meet
1 = Partially meets
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and inform your final decision.
In the matrix we have identified
several criteria to rate how closely
they satisfy each of the client’s
objectives. As the scorecard is
created, we engage health system
leadership to weight the significance
of each site criteria factor to
ensure alignment with project
goals. Then, we utilize real data
collected from the comprehensive
evaluation roadmap and apply it
to the weighted site criteria factors
to objectively determine which
location(s) best met the project
goals.
The “Site Selection Scorecard”
graphic is an example in which we
evaluated four different potential
locations and how the data was
applied.

CONCLUSION
As illustrated in this article,
many factors go into a complete
assessment and selection of
the optimum retail building or
greenfield site location. If done
thoroughly and effectively, the
results and benefits for delivering
healthcare in an identified and
desired retail location or greenfield
property will be proven through
high patient utilization rates as well
as patient and staff satisfaction.

Existing Macy’s

Future Ambulatory Care Center

It is important to remember that
behind every successful site
selection is a multi-disciplinary
team of experts that understands
and is experienced in retail
redevelopment for healthcare
use. This team approach ensures
that you will be guided through
a proven, objective roadmap of
key considerations. Remember
to evaluate multiple (at least two)
properties in tandem. Use tools
such as a Fit Plan and Site Selection
Scorecard to help visualize the
requirements, capture data points,
and ensure the property selected
will accomplish your objectives
well before a purchasing decision
is made.

The last thing you want are
surprises and unexpected costs,
such as was the case with the
nail polish, wetlands, and window
installation. Creating and following
a carefully thought-out blueprint
is the best proactive step that can
yield many future returns for your
organization, your clinicians and
your patients.
For more information about how
MedCraft can help you discover
and evaluate retail redevelopment
opportunities, visit us at
www.medcraft.com.

