Repositioning strategies to create value

By Neil Fjellestad and Carol Levey

You have probably seen an apartment community undergo a renovation and, once it's been upgraded, watched as a stream of new residents eagerly moves in. Industry insiders call the process "repositioning"—a strategic decision designed to add considerable value to the property. The term also covers the major redesign of a property or a deliberate change in the resident profile—say from students to young professionals.

Repositioning may be as straightforward as putting up new signage, along with some cosmetic improvements, or as elaborate as a complete modernization inside and out. Look for repositioning to become an accelerating trend since there is an ample supply of vintage properties that need revitalization to compete with new construction. Strong demand for solid, long-term investment in residential rental housing is creating financial resources to fuel this trend.

Recoup your investment

There are inherent difficulties with the repositioning process. Since it is normally not cost effective to empty a property, renovation is typically attempted while working around existing residents. The rental increase as a result of repositioning will vary, but can be substantial. With repositioning investments of $3,000-$15,000 per apartment home, rental increases of $100-$400 a month per apartment is common. Many areas of the country are experiencing strong economic growth and a well-timed repositioning could bring even higher increases.

These rental increases can redefine who will live at the completed apartment community. Major consideration must be given to relocating the existing residents and targeting new residents. Please keep in mind that these considerations should be included in a comprehensive marketing plan. This plan will define the goals and assumptions of the repositioning effort. 

Think of buying an existing business and then recreating that business with changes to its product lines and customer base. Now imagine enlisting cooperation from everyone involved: lenders, suppliers, employees and customers to make these changes. You need a document that represents your best thinking on the details of the venture—what, why, how, when, who and how much.

This process needs to have input from the employees that serve current customers and know them best—the on-site team. This marketing plan should be in place before financial resources are finalized and renovation begins. Everyone involved should understand the plan—and it should be referred to regularly during the repositioning process.

Provide relocation assistance and incentives to current residents 

Here are proven solutions for the relocation of existing residents, followed by marketing strategies to identify and attract the target resident profile:

· The on-site team needs a defined relocation plan for existing residents that is methodically implemented.

· Work with locator services, real estate agents and surrounding apartment communities to get them into another home.

· Accommodate early lease terminations without penalties and sometimes with incentives -- truck rentals, mover discounts, utility transfers, etc. 

· Conduct several community meetings that thoroughly explain the above options and offer services. 

· Plan to personally escort relocating residents during their rental search.

· Prepare relocation kits to include moving company discounts, truck rentals, temporary storage, interim housing, furniture rental, day care services, schools, bus schedules, etc. 

Remember that a primary concern is to keep the apartment community's reputation intact during the repositioning process. You want to avoid negative publicity. 

Who are your new residents?

You also need to identify and attract the type of new resident you want. There are proven solutions that can maximize your marketing success. These steps should be taken before final determinations about what improvements will be made.

· Define the existing resident profile utilizing current resident files, surveys and focus groups. Find out the reasons they reside at the community. What renovations could entice current residents to renew at a substantially higher rental rate? 

· Once you can pinpoint what upgrades existing residents will pay for and how much, determine how your target resident profile compares to that of current residents. Search for a sample of potential residents that fit the lifestyle and financial profile you want. Put together a focus group from this sample to assess if your repositioned community will have sufficient appeal to attract them as residents and at what rental range. What do they want and how much will they pay for it? 

· Make decisions about signage, collateral materials, advertising and press releases that will create brand identity for the repositioned community. This outreach should be focused to reach the target audiences. 

· Determine who will market the repositioned community. The leasing team already in place may or may not be the right choice to market to the new resident profile. Evaluate whether ongoing training will be required for the on-site team to reach the repositioning goals. What incentives should be in place for the team members?  These are issues that need serious consideration, with clearly defined objectives along with methods in place to measure progress. 

The transition period will be a challenging time for residents and employees. You should have open and ongoing communication concerning deadlines, areas of responsibility and accountability. These proven solutions will help minimize stress on everyone's part and, in the end, significantly enhance the value of the repositioned property.
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