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INTRODUCTION

Digby Flower
Chair UK & Ireland

This is Part 7 of COVID-19 UK Real Estate Perspectives. Since lockdown
businesses have had to pivot to new operating models and consider
different strategies. Integral to those operating models, and the wider
economy, the real estate industry been faced with uncertainty not least
from non-payment of rent and new working practices. This week our
contributors consider the impacts for businesses and how real estate
could evolve.
Dr Yvonne Court, Head of International Retail
& Leisure Consultancy, Cross Border Retail &
Leisure Services, provides a snapshot of the
current physical retail and leisure landscape
across Europe along with which retail sectors are
seeing early recovery in The Phoenix Awakes:
Retail & Leisure Trends Across Europe.
Rent collection payments fell to an all-time low last
quarter, Nick Ridley, Head of Asset Services
UK and Greg Mansell, Head of UK Research &
Insight review the Government’s proposed code
of conduct on rental payments to encourage fair
and transparent discussions between landlords
and tenants in The Government’s Proposed
Code of Conduct on Rental Payments - You
Don’t Own Your Reputation, You Rent It.
In his second article of this series Tim
Crighton, Partner, Logistics & Retail EMEA
explains the complexity around retail business
models and how for some retailers, whose model
is built around a well-located store, a pivot to
online isn’t the answer, in What If Moving To
Online Kills Your Business Model?
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Many commentators have ideas on the future of
the office. Despina Katsikakis, Head of
Occupier Business Performance describes how
the team have analyzed over 2.0 million data
points from more than 48,000 employee survey
respondents worldwide, during the current work
from home environment. In How will COVID 19 &
Data Help Us Reimagine the Workplace? she
reveals clear trends around productivity, culture,
wellbeing and diversity that will shape the future
office.
And, as an increased work from home model
shifts employer costs to the employee, Richard
Pickering, Chief Strategy Officer UK, looks at
the role of real estate in our social structures and
wealth distribution, in Addressing the Widening
Inequalities Created by Real Estate.
Please do get in touch; we stand ready to help
you navigate through these uncertain times.

RETAIL

Dr Yvonne Court
Head of International Retail & Leisure Consultancy,
Cross Border Retail & Leisure Services

THE PHOENIX AWAKES: RETAIL AND
LEISURE TRENDS IN EUROPE
While a month ago, we looked to Asia for
indications as to what to expect once Europe
moved towards a post-covid ‘new normal’ in retail
and leisure, there is now an increasing body of
experience from across Europe from which to
draw, as non-essential stores in UK prepare to reopen on the 15 June. Shopping and leisure habits
and culture are more similar across Europe than
arguably they are in Asia, where there remain
huge variations between countries. It must be
remembered though that the context and outcome
still vary by country in Europe, largely dependent
on the government’s approach to the dealing with
the spread of the virus. Some countries have had
very strict quarantines/lockdowns (Italy, Spain,
Greece and France) and others have continued to
operate pretty much business as usual (notably
Sweden).
The retail and leisure landscape across
Europe has however seen much change in a
relatively short period of time (see Fig
1). Just one month ago most of Europe’s nonessential retail, leisure and entertainment venues
were closed, and had been for some time. Some
were closed by decree and others in response to
FIG 1.
RETAIL REOPENING
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a dramatic decline in footfall, even in those
markets which did not enter ‘lockdown’ as shown
by the dark dots.
Now, at the end of May, the landscape is rather
different as indicated by the array of bright blue
dots for most countries. With the notable
exception of the UK, Ireland and Russia, most
countries have lifted many of the earlier
restrictions. These have generally been lifted in a
phased way. Most countries have seen first the reopening of specific categories of stores e.g. DIY
and garden centres, hair dressing salons, followed
by the opening of other retail sectors. Some
countries have stipulated size restrictions (e.g.
initially in Germany it was only stores of under 800
sqm that could open); and in others it has varied
by region of the country. There are only a few
countries in Europe now where non-essential
shops have not opened again, though the
infection situation will be monitored, even where
stores have re-opened. Compared to much of the
rest of the world (see Fig 2) it could be argued that
Europe is ahead in terms of having most of its
non-essential retail open.

There are many guidelines surrounding how
stores are to re-open including social distancing
varying between one and two metres; opening
hours restrictions, limitations on the number of
people allowed in a store at a time, one-way
systems in stores, wearing of face masks and
increased use of hand sanitisers. There will also
be restrictions on the use of changing rooms and
handling of products, including quarantined
returns. It remains to be seen how this will impact
on consumer behaviour, though the visibility of
such measures is likely to have a bearing on
consumer confidence levels and by extension
their willingness to shop. Consumer confidence
will be critical to return to ‘normal’ albeit under a
different guise to pre-covid.
In most markets, shopping centres are in the later
phases of lifting restrictions. In several countries,
shopping centres have now re-opened or are in
the process of opening again. Initially in France
there were size restrictions, only shopping centres
under 40,000 sqm could open, though almost all
have now re-opened.
Many food and beverage outlets/restaurants
which are closed to in-house customers have
been able to provide takeaway and home delivery
services (a trend being observed globally - and
one which could be a lifeline for many such
operators, though this will not necessarily
compensate for the loss of dine-in revenue).
Some restaurants with outdoor seating on
terraces etc. have been able to re-open subject to
the necessary social distancing being applied.
The impact on the future physical retail and leisure
landscape remains to be seen, but it is likely to be
very different from that seen before the COVID-19
pandemic. It is still too soon to assess the impact
on footfall and sales, and both will take time to get
back close to pre-covid levels. Anecdotal
feedback is that there are improvements week on
week both in terms of footfall and turnover. In
most countries, footfall appears to be showing a
decrease on the same period last year, though it
is slowly improving and largely depends on the
type of retail and leisure destination.

shown by preliminary findings of consumer
surveys. Major city centres where tourism is a
driver of footfall and spending are likely to recover
more slowly until national borders are re-opened
and travel restrictions are lifted.
Across the retail and leisure sectors there will also
be variations in the speed of recovery, as
consumers decide how they spend their money
and what has become more important to
them. Again, anecdotally the retail categories that
have performed well since opening are sports and
electronics. The return to pre-covid sales levels
among retailers with smaller stores is more of a
challenge, because of the necessary
social distancing measures, though conversion
rates are anecdotally higher.
Even as restrictions are lifted it could take time for
people to go out again and shop in physical
stores. Consumer behaviour has changed
drastically and although online retail is likely to
remain higher than pre-covid levels, the
importance of physical retail is evident as
countries begin to recover/rebound. It will
take some time for consumers to get back to the
same mindset that they once had just 3 months
ago, but they will. We are facing a new normal,
where the whole retail landscape has changed
forever – even the definition of retail has evolved
and is now less clear.
FIG 2. IS NON-ESSENTIAL
RETAIL OPEN?
NOT YET OPEN
SOME OPEN
OPEN

The sectors that appear to be rebounding most
quickly are out of town parks and outlets, likely
because they are more open to the elements, as
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ASSET SERVICES

Nick Ridley
Head of Asset
Services UK

Greg Mansell
Head of UK Research
& Insight

YOU DON’T OWN YOUR REPUTATION,
YOU RENT IT.
Non-Payment of Commercial Property Rent
It is clear that a number of occupiers are
withholding rent despite having the cash to pay.
This isn’t just a moral issue; it is a systemic
threat. Goodwill is creating the flexibility needed to
manage today’s cash crisis. Many tenants,
landlords and lenders are working together to
manage their cashflows. Everyone is looking for
some breathing space. But undermining that
goodwill will create distrust.

If they don’t pay, why should I?
We saw how fast distrust spread among banks in
the global financial crisis. It caused liquidity to
evaporate in that sector with consequences for the
wider economy that were unthinkable at the time.
We shouldn’t forget how entrenched the real
estate industry is in the economy or the financial
sector. Even our pensions directly or indirectly rely
on rent cashflows.
And so, we shouldn’t underestimate how quickly
distrust created by ‘can pay, won’t pay’ occupiers
could worsen today’s cash crisis and start a chain
of events that are inevitable in their impact.
CODE OF HONOUR
In response to this threat, the Government has
formed a working group with organisations in the
commercial rental sector such as the British
Property Federation and Revo.

Following discussions with the group, the
Government has announced its plans to publish a
Code of Practice for retail, leisure and hospitality
businesses and landlords before the June
payment day (24 June).
The draft code as highlighted in the industry press
over the past week indicated ‘…not the intention
of this code to undermine of alter the basis of the
legal relationship of existing lease contracts…’
Further to this the statements that ‘tenants who
5
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are in a position to pay in full should do so…
(others) should pay what they can… landlords
should support affected businesses where
they can afford it.’
All eminently sensible but it has to be said,
ambiguous. ‘Tenants in a position to pay
in full’ and ‘landlords who can afford it:’ who is to
determine this? Are tenants and landlords going to
be judged against guidance to ‘provide relevant
financial information’ if concessions are sought by
tenants or denied by landlords? The suggestion of
a third-party mediator does sound sensible as
long as the right companies are used to facilitate
this. The largest omission, which there is still time
to add to the final paper, is for the Government to
underwrite rents.

The Code looks to encourage “fair and
transparent discussions between landlords and
tenants over rental payments during the
coronavirus pandemic and guidance on rent
arrear payments and treatment of sub-letter and
suppliers.” This has the intention to promote
collaboration within the sector and ensure no one
part of the chain shoulders the full burden of
payment. It is also likely to stress the importance
of service charge and insurance payments in full.
The Code will be a temporary and voluntary
framework. This ensures contractual
arrangements take precedent and allows
stakeholders the flexibility to work out their
problems case-by-case. But the Code’s voluntary
status also risks it not fixing the problem it needs
to solve – if ‘can’t pay, won’t pay’ tenants are
ignoring their contractual obligations, why would
they follow voluntary guidance? As a hint of what
may come, the Government has already said it will
make the Code mandatory if necessary.

DUES PAID

MORE PAIN

Last quarter’s rent collection rates were bad
enough to spark talk of systemic risk and
Government intervention: but how bad were
they?

Low rent collection rates will not be a one-off
event. We expect further challenges at June
quarter and collection rates are very likely to
be worse than those seen in March.

Property managers collect 80% of rent on the due
date in a normal quarter. But collection rates in
the March quarter were at historic lows, down 30
percentage points on average for all property
types. Retail properties’ rates had halved.
Lockdown started only two days before rent was
due – close enough for businesses to have a full
quarter of trading behind them but so close that
the full effects of trading under lockdown were still
unknown and many rental transfers had already
completed.

Our belief that collection rates will be lower this
quarter is based on more than a hunch. A good
guide for June comes from our experience of the
28 May Scottish Quarter day. We collected 45%
of rents on the due date for the Scottish Quarter
day from a mixed portfolio, but we also saw some
leisure and food-and-beverage-led schemes with
rent collection rates at low single digits.

The knee-jerk reaction for many businesses was
to delay rent payment. As lockdown progressed,
the fortunes of businesses in different sectors
diverged. Weak trading confirmed many tenants’
fears and retail and leisure sectors felt the most
pain, leaving their rent collection rates
depressed. Those with retail portfolios – such
as Intu and Hammerson, had much lower
collection rates compared to the 80% on offices.
Meanwhile, office-using businesses have kept
productivity high thanks to remote working and
logistics firms are overcoming their supply chain
issues. Rent collection rates improved by around
30 percentage points between the due date and
49 days after the due date for office and industrial
properties. For comparison, retail only improved
18 percentage points over the same period.
Although the Government is consulting with the
retail, leisure and hospitality
sectors, the Code needs to apply to all property
types. Low rent collection rates are an industrywide challenge.

Despite ongoing issues, the industry should be
incredibly proud of how it has coped since
lockdown. Tenants have been under extreme
pressure, but many have still been open and
proactive with their landlords. In turn, landlords
have granted monthly rents, deferrals, payment
concessions and in some instances rent holidays
for tenants. Likewise, lenders have shown that
they can be flexible by restructuring facilities and
giving borrowers payment holidays.
Most stakeholders understand that avoiding
reputational risk in an industry built on long-term
relationships is essential. Others should keep in
mind that reputations are not owned, they are
rented. All stakeholders want to be part of the
recovery, not in a state of financial distress when
the recovery arrives. It is in no one’s interests to
see swathes of empty premises on the other side
of this pandemic.
Across all industries, people’s ability to feel
comfortable, safe and secure will be paramount to
business recovery. Organisations will need to help
people return to open commerce with a sense of
trust. At the same time, businesses and investors
alike need trusted guidance to manage real estate
in the current climate, and to predict what's next
for the industry. Cushman & Wakefield is ready to
help ensure they can do so with confidence.

FIG 1: RENT COLLECTION RATES FELL TO
AN ALL TIME LOW LAST MONTH
Source: Remit Consulting
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RETAIL

Tim Crighton
Partner, Logistics & Retail EMEA

WHAT IF MOVING TO ONLINE KILLS YOUR
BUSINESS MODEL?
Throughout the COVID-19 pandemic we’ve been
told retailers need to go online. But what if moving
to online kills your business model?

various grocers sit in a pricing hierarchy. These
businesses run on slim margins and rely on
market share and volume to achieve their profits.

When Penneys, the Irish brand of Primark,
opened this week in the Republic there were
round the block queues in Dublin and Cork with
customers prepared to compromise their social
distancing in order to race back to a store in
search of a bargain. But what is the allure of these
mega shops and brands, when we are told
that omni-channel and online is the future of
retail?

The supply chain and logistics models these
businesses employ are critical to their efficiency
and value proposition. This is most apparent when
we look at the grocery discounters; Lidl and Aldi.
They have been hugely successful in scaling their
businesses in the UK and most of us have
probably experienced at least one of their
stores. As a customer, we know they feel a bit
different to the more established grocers. The
stores are certainly smaller. They have less
density of product, usually one branded product
and one own brand. But they are highly price
competitive and their model has been built around
delivering quality at low prices. Something which
has won them a growing share of the UK grocery
market.

For those who saw my last article in this
series, you will have read how retailers with
seasonality, especially those in fashion and fast
fashion, are facing considerable disruption to their
supply chains from store closures during
lockdown. The Telegraph newspaper estimates
that lockdown has caused £1.8Bn of damage a
week to the fashion and apparel sectors.

The reality is that retail logistics and retailing
are now more closely linked than ever
and logistics is behind a lot more retail change
than most customers realise.
The boom in online grocery during COVID-19 has
been well documented. For anyone that’s joined
one of our webinars over the past few
months, you will have heard us talking about our
expectation that online grocery penetration rates
will rise from their historic trend of 6-7% to
between 12-15%. A structural shift which has
probably accelerated what we would have
forecast last year, by at least 5 years. But beware
of profitless prosperity. There is an age-old rule in
retail – “Turnover is vanity. Profit is sanity”.
Grocery is the lowest margin of the retail
categories. Customers are price conscious
and comparison of like-for-like product is relatively
easy. We all probably have a view on where the
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In order to achieve this both businesses rely on
a very lean model and a logistics strategy known
as ‘case' or ‘pallet’ picking. In simple terms this is
moving large volumes of the same product; whole
cases or pallets of products into a store. It is
this movement in bulk here which is critical.
Reducing the variable element of the supply chain
cost in the ‘cost to serve’ for each product. CTS is
the metric by which retailers measure
efficiency and it is the sum of the costs of buying,
transport, stocking and transacting a product over
the checkout. For retailers who have built
businesses around a highly competitive low
price offer, their business relies on reducing these
costs to the minimum. It doesn’t just apply
in grocery, we also see it in fashion.

E-commerce fulfilment relies on a different
logistics model, known as ‘singles’ picking. In this
scenario a ‘picker’ within the warehouse would go
and identify a single item in the distribution centre
for a customer order, this would then be packed
individually, or consolidated in an order with
several single items before being packaged and
dispatched to the customer. Not only does this
mean retailers need to meet the costs of shipping
(or pass these to the customer) but they also face
significantly higher costs inside their warehouses.
These processes are less labour efficient and
therefore erode margin for the
retailer. For pure play online retailers this
additional cost is part of their architecture and can
be accepted as a component of the model, given
they are not paying for the costs associated with a
physical store estate. For retailers with a hybrid
(omni-channel) proposition it can be
challenging. You have a business built on the
metrics of moving product into store in volume,
but you need to compete online with a very
different model and cost make up.
We also see this same issue impacting retailers
looking at store format changes. We have seen
the likes of Ikea, Homebase and B&Q rolling out
small format stores in shopping centres and urban
areas. In all of these cases they are responding to
demand from customers to be more accessible,
but these small stores have less space and less
room for stock, meaning the supply chain must
adapt and often we see a move from case picking

to singles picking to support that new offer. Not all
distribution centres and transport fleets are
optimised for this, meaning this transition can be
operationally challenging and expensive.
We spend a lot of time working with our
customers to design, adapt and construct logistics
and fulfilment facilities which support
their retailing strategy, enabling them to keep up
with the demands their customers are placing on
their business.
For some businesses, most famously perhaps
Primark, they have shunned a move online, as
they have a model built around the movement of
product in bulk through their logistics network and
stores. A move online, with the increased costs
this would incur, wouldn’t be possible at the price
point that they’ve established. Incurring these
costs would mean inflating the price of products,
which may undermine their market position, and
so for some retailers, physical stores remain the
best way to deliver value to their customers.
As we learn exactly what the ‘new normal’ for
retail is post COVID-19 this is a space we will
need to watch carefully. But it should give
landlords of retail and logistics hope. There
remains opportunity in both asset classes,
but more than ever, sites need to be carefully
selected and the role they play in
the occupier’s strategy and cost model needs to
be fully understood.
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WORKPLACE STRATEGY

Despina Katsikakis
Head of Occupier Business Performance

HOW WILL COVID-19 & DATA HELP US
REIMAGINE THE WORKPLACE?
As governments around the world start to ease
restrictions on lockdowns, attention inevitably
turns to the concept of “returning to work.”
However, many office-based workers have
continued to work through the pandemic and so
the focus should be on who should go “back to the
office” and why?
Of course, the first focus must be on employee
wellbeing. Vulnerable employees need to remain
safe and so are not appropriate candidates at this
stage, but after that, the situation becomes more
blurred, not least because social
distancing means not all employees can be
accommodated in the available space. In
conjunction with this, companies have recognized,
now more than ever, that many workers can
successfully operate remotely.
It is an important moment to assess what worked
well during this enforced work-from-home period
and what we can learn to inform the future ways of
working and the role of the office. Cushman &
Wakefield has always taken an evidence-based to
understand the key drivers of workplace
experience, whether that experience takes
place in the office or elsewhere.
We had 2.7m data points on the experience of
office and remote workers pre-COVID through our
proprietary Experience per Square Foot™ (XSF)
tool. At the start of the pandemic we consolidated
our findings for clients to support their
employees and then modified XSF to focus
specifically on the remote working
experience through a new tool
called XSF@home. To date, we have analyzed a
further 2.0 million data points from more than
48,000 respondents worldwide, during the current
work from home environment.

9
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PRODUCTIVITY
We knew from our pre COVID-19 data that
employees who mostly work remotely often are
more engaged and have a better workplace
experience than those who mostly work in the
office due to the inherent flexibility remote working
provides. We therefore were not surprised to find
that during the pandemic, productivity continued
despite the disruption and shift to home.
Employees continued to maintain the ability to
focus when they needed to be productive on
individual tasks and due to video and collaboration
technology, team productivity has reached new
heights.

CULTURE
However, personal connections and bonding
among employees are suffering and negatively
impacting connection to corporate culture as well
as learning and development. Connection to
culture is manifest both consciously and subconsciously in the office through face-to-face
interactions which increase bonding, a sense of
belonging and connection to the company. These
factors also impact mentoring and learning which
is particularly important for younger people to
grow and develop. The results
of XSF@home show that personal connection to
culture is one of the lowest-performing attributes
of the current employee experience, which can be
an engagement and productivity risk in the long
term.

WELLBEING AND WORK-LIFE BALANCE
Another challenge is the ability of employees to
maintain wellbeing and take time away from work.
As the daily commute has vanished, there are no
obvious boundaries between work and life and
people struggle to switch off at the end of each
day. This is a considerable future risk for
engagement and health. Younger people struggle
the most working from home because they often
lack an appropriate at-home work environment
and are often juggling caregiving and remote
learning for children.
Despite these challenges, people find their worklife balance has improved overall because of the
increased flexibility that comes with working from
home. While people feel they have less time away
from work, they also feel they have more freedom
to choose when to get that work done. This
freedom to choose when and where to work is
something employees will demand and expect
going forward.
In support of this desire for increased flexibility in
the future is the fact that 90% of employees feel
they are trusted by their managers to work
remotely. In the past, lack of trust was one of the
key impediments to flexible working. Without this

barrier, employees will have one of the most
important factors they require (i.e., manager trust)
to be able to choose to work as they need,
enabling them to maintain their improved work-life
balance.
DIVERSITY
An unexpected benefit of imposed remote
collaboration is that location and structural driven
hierarchies have been reduced, which brings the
opportunity for a greater diversity of voices to be
heard across roles and seniority levels within
organizations. Organizations can take advantage
of this new digital equality to advance culture,
connection and personal growth. People
managers can be coached to become
ambassadors of company culture, mentoring, and
connecting in the digital world and focus on
effectively supporting work and recognize the
value of community.
THE FUTURE OFFICE
We’ve have shown that the workforce can be
productive anywhere, and when combined with
people’s desire for flexibility, we expect that the
workplace will no longer be a single location. The
future way of working will leverage a total
workplace ecosystem consisting of a variety of
locations including the office, the home and third
places offering flexibility and experiences to
support convenience, functionality, and wellbeing.
As work becomes more virtual, the physical place
has a more important role to play, so there is now
the opportunity to reimagine the purpose of the
office; shifting focus to provide inspiring
destinations that strengthen cultural connection,
learning, bonding with customers and colleagues,
and support creativity and innovation.
To understand more download The Future of
Workplace
Contributors: Steven Zatta, Total Workplace,
Global Lead Research &
Innovation; Bryan Berthold, Global Lead,
Workplace Experience; Dominic Brown Head of
Insight & Analysis, Asia Pacific
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COMMENTARY

Richard Pickering
Chief Strategy Officer, UK

ADDRESSING THE WIDENING
INEQUALITIES CREATED BY REAL ESTATE
Over the past few years, the tempo has been
increasing to call out and address systemic
inequalities and unfair treatment in society.
Movements like #MeToo and #blacklivesmatter
often start with a catalytic event, and in a world
where mass communication transcends borders,
spread like wildfire in a way that was not
possible just 10 years ago. The recent movement,
instigated in the US, arrives at a time
where inequalities are being hastened by COVID19. Sadly, real estate and the design of our cities
have significant roles to play in creating and
maintaining these inequalities. ‘Wherever there is
great property there is great inequality. For one
very rich man there must be at least five hundred
poor, and the affluence of the few supposes the
indigence of the many’. So said Adam Smith, the
father of modern economics. The pressure will
come on, and hopefully from within, the real
estate industry to change. It is up to us to show
strong leadership at this time, or be judged by our
inaction retrospectively.
COVID-19 is exacerbating inequalities
in several ways. We know that older people and
men in particular are much more likely to die from
the virus. Topically, it appears that the BAME
community has also suffered disproportionate
health impacts. The recently published review
by Public Health England confirms that people of
Bangladeshi origin are twice as likely to die from
the virus than white Britons. Whilst there was no
clear indication of why this is, the report notes
that a significant contributing factor is the
increased prevalence of comorbidities (multiple
health conditions) among these groups. This in
turn is a function of other demographic factors,
such as deprivation, occupation and locational
factors. Be thankful if you live in the UK; during
the Spanish Flu there was a x30 mortality
difference between rich and poor countries.
Ultimately wealth is a big driver of outcome.
11 CUSHMAN & WAKEFIELD | PART 7

Social mobility tends to be better in the West than
in the developing world, however, among this
Western group, the UK, and notably the
US, perform poorly relative to our peers. If you are
born to a poor family in the UK, it takes on
average 5 generations (125 years) to arrive at the
median income. On average. If you suffer from
other mobility barriers such as racial
discrimination, you might never get there. The
factors influencing the ability
to change include: economic capital (conferred
wealth), social capital (your network), cultural
capital (common experiences and outlook), early
years influence (family stability), education (hugely
important), health (ability to work), and area-based
influences (transport, amenity, dislocation). These
factors tend to work in step and conspire
to protect the status quo. Most correlate in some
way with wealth.
Importantly, for most of us wealth is protected and
enhanced through property. Typically, our main
asset is our house, and in a recent climate of
escalating house prices, many homeowners have
made more from capital appreciation than poorer
earners have made through their labour. Those
who have money earn more money through
investment, whilst the labour share of GDP
falls and renters suffer. At the other end of the
spectrum, it is no surprise that the rich list is
heavily skewed to those whose business is
property, or who have significant property
portfolios.
This dates back centuries. Preeminent British
economist David Ricardo realised that land is an
‘economic residual’. By this he meant that the
price of land varies dependent on the activity
carried out on it; not because it has fixed inherent
value. As a result, when the economy does well,

it is not the labour force or even the capitalists that
gain. Due to competition for scarce land, the
profits from the economic activity flows through to
the landlords, (back then, typically the
aristocracy).
Moving to today the same principle
holds true. Consider the high street. When the
economy grows, more money rings though shop
tills. Retailers have strong negotiating power over
commoditised staff, particularly in increasingly
automated operations, and so real wages barely
rise. However, competition to be on the best spot
on the high street where the most money can be
earned translates to higher rental costs, and so
the profits relocate from the retailer to the
landowner. Ricardo concluded that ‘the interest of
the landlord is always opposed to the interest of
every other class in the community’.
This sets the scene for what we see today. As the
economy turns downwards, it will be the poor who
suffer most, as they always do. They are more
sensitive to the change, and they have less
agency to address it.
Take homeownership as an example. The rising
cost of housing in recent years has left a gulf
between renters and homeowners. For both
renters and those homeowners without preexisting wealth, housing costs have become a
more significant percentage of their total
income. The ratio of one’s fixed monthly
expenses to one’s income is much higher for the
working class than for those with wealth. Not only
does this leave poorer people less able to address
things like interest rate movements, but it also
creates a wage slavery not present for the
wealthy. If you live in constant fear of losing your
job and home, you lose the luxury of choice, and
the luxury of negotiation with your employer.
Those with less financial sensitivity meanwhile
can continue to roll the dice and find opportunity.
Consider also the particular issues now
associated with coronavirus. Many readers will be
working from home right now. Teleworking
is a luxury of clerical and professional workers,
who tend to enjoy wider privileges such as
education and greater earnings. You would not be
working from home if you were a shop

attendant, a nurse or a factory operative. This
in turn either means that you would be more likely
to be furloughed (often with a salary reduction),
redundant (with limited short-term employment
opportunities), or working (and at greater health
risk). COVID-19 disproportionately impacts the
poor.
AND WHAT OF THOSE WORKING
FROM HOME?
In the short term, the fortunes of those with a
spare room and a garden are markedly different
from those with a small flat share. Partly this is an
age thing, but it is also a class privilege. Those
young urbanites with middle class backgrounds
may now have gone home to live with parents in
the suburbs; but for many others this will not be an
option. And what happens next for homeworking?
If, as many feel might happen, home-working
becomes a much bigger component of the work
model; then the cost of providing office space
will essentially be redistributed from the employer
(in a traditional office) onto the employee
(wherever). Those who live at distance from the
office (typically higher paid, older, professional
workers) may be happy with this trade off against
their commuting costs; however, for the less wellpaid urban workers, it might mean finding a bigger
flat. Who will pay for this?
And if you are working from home with no schools
open, who does the task of looking after children
typically fall to? Evidentially, women and those
less able to afford private childcare.
HOW CAN THE REAL ESTATE INDUSTRY
START TO TACKLE INEQUALITY?
We work in an industry that is about creating
wealth for investors, and this might seem like a
diametric opposition to the challenge. However,
it is worth remembering that today’s landowners
are in effect you and me. By value most
commercial property in the UK is owned
by vehicles such as pension funds - not high
net worths or aristocrats. The biggest investors in
private equity are similarly pension and sovereign
funds.

CUSHMAN & WAKEFIELD | 12

With this in view, we, and those that manage
these funds need more licence to maximise
societal wealth through the removal
of systemic inefficiencies. This was Ricardo’s
position: tax the landowners rather than people or
the entrepreneurs, and it will ultimately remove
inefficiencies and create more wealth for all,
including the landowners. This however is not an
easy pivot and would require a willingness
to rethink how investment is incentivised.
Secondly, the government has a significant role to
play in accelerating housing delivery to reduce
pricing and therefore ease household financial
pressures. It is increasingly difficult to escape the
conclusion that this requires a new, properly
resourced public housebuilding programme.
Thirdly, in an advanced society such as ours, the
prospect for windfalls arising from planning gain
should surely be shared by society and not accrue
to landowners. This might be an unpopular
opinion among this readership. However, windfalls
are not part of the plan of most long-term real
estate investors, and lead to pricing risk and
misalignments. We need an effective and
predictable planning system, which shares out
wealth and proactively addresses amenity deficits
and localised deprivation.
Finally, chances are that if you are a recipient
of this note, you enjoy similar privileges to me. I
grew up in a white, middle-class family and went
to a private school, (they do exist in
Hull). Nevertheless, when I moved down to
London and joined the property industry, I was
shocked at how this background put me in a low
socio-economic group relative to my peers. I’d like
to say that a lot has changed since then, but I’m
not sure it has. Relative to other industries our
lack of diversity is becoming an embarrassment.
Collectively, we need to work much harder to
encourage the best talent from all backgrounds
into our industry. This includes a frank
assessment of why this has not worked so
far. We need to be more introspective
and recognise and dismantle the barriers that
exist, and the ones that we might inadvertently
create.
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