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THERE’S A NEW GIG IN TOWN

The flexible workplace evolution continued to pick up speed 
in Europe over 2018, driven by a combination of factors the 
flexible structure of employment, the rise of the tech and 
gig economy, shifts in corporate culture and use of space, 
government support and accountancy changes, which all 
point to the direction of further growth. 

The increasing use of space as a customer centric service, 
and the flexibility it can provide occupiers via flex and core 
operational models has seen operators increase the size and 
diversity of their portfolios to accommodate bigger teams 
above and beyond the typical ‘10-desk SME occupier’. This 
is also driving the diversity of spaces on offer in terms of 
cost and location.

Although IT security and branding remain a concern for 
some occupiers, the growing adoption of flexible workplace 
options by traditional landlords is going to provide some

solutions to these concerns. The traditional/conventional 
landlord response is definitely gaining momentum, especially 
in London, with landlords including L&G, which now has 
its own brand Capsule. An increasing number of landlords 
are looking at JV opportunities with the more established 
and successful workspace operators. Particularly operators 
who can enhance tenant experience by delivering additional 
amenities to assets. This should drive higher levels of 
utilisation of flexible workplaces by larger corporates, 
beyond being a medium for entering new markets, or as an 
off-site project team option.

Concerns over ‘excessive growth’ in the sector seem 
overblown, given that flexible workspace is only a very small 
proportion of city office space. As of end 2018, it accounted 
for only 1.5% of total office space on average across the 
22 major European cities surveyed, with the highest 
proportions recorded at 5% in London and Amsterdam.

As a result, it is difficult to consider this niche to be a huge 
threat to the market, even with the prospect of economic 
cooling and diminishing levels of employment growth in the 
years ahead. The biggest risk is most likely with the new 
flexible workplace operators that have entered markets in 
the last two years, in particular, but who do not have the real 
estate knowledge, service offering or economies of scale to 
compete and survive. The large diversity of operators across 
Europe suggests definite scope for future consolidation and 
M&A activity down the line as the market matures.

With economic growth rates dropping globally and in 
Europe in 2019, and as the labour pool continues to 
tighten, any subsequent contraction is likely to really test 
the flexible workplace market for the first time. However, 
there’s a strong chance that the (peaks and) troughs of 
older occupational/economic cycles will be smoothed out 
by the shorter lease-length options provided by Flexible 
Workspace operators. The economic commitment is far 
more manageable than that for conventional space, despite 
the fact lease lengths across the conventional market have 
been reduced in order to compete.
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The shift towards viewing ‘space as a 

service’, and not just a commodity is 

probably going to be the biggest driver of 

growth in demand for flexible workplace 

going forwards. Customer centricity is at 

the heart of this, and is likely to see 

flexible workplace options rise to around 

10% of all office space in major European 

cities in the years ahead, from around 

1.5% (on average) as of end 2018.

FLEXIBLE WORKPLACE % OF 
TAKE-UP IN 2018

2%/8%/16% 
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FLEXIBLE WORKPLACE % OF 
OFFICE SPACE IN 2018

0.2%/1.5%/5.1% 
FLEXIBLE WORKPLACE COSTS 
PER DESK BY END 2018

¤408/¤700/¤1,337 

MIN. / AVG. / MAX.

RATE OF GROWTH 2014-2018

+135% 
No of Operators

+205% 
No of Flexible Workplace Centres
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THE WORKPLACE EVOLUTION

A PERFECT STORM?
A wide range of factors have converged to drive a 
significant upward shift in the demand for flexible 
workspace arrangements across Europe in recent 
years. While the rapid increase in demand for flexible 
workspace has been more visible and newsworthy as 
of late, the underlying factors driving change have been 
developing over a longer time-frame. 

Demographic/workforce changes:
•	 During this last economic cycle, economic recovery 

and subsequent growth in output has been 
stimulated by the rapid evolution of the tech and gig 
economies. This has seen part-time, contractual 
and self-employed ‘agile-working’ positions rise in 
number to closely match the number of full-time 
employment levels in Europe.  

•	 Equally, as Europe’s working population continues to 
age, self-employment is an increasing trend amongst 
those aged over 45. 

Corporate Co-working Cool:
•	 Many companies seek to maintain flexibility to be able to 

respond to business change. This is often in the shape 
of project-based teams which can ebb and flow in terms 
of their size and staff/skills composition. The natural fit 
for these teams is to use flexible workspace options.

•	 A shift towards hub and spoke operations also points 
to greater use of flexible workspace options that can be 
linked to a mother hub.  

•	 Increasingly, millennials and fresh talent view companies 
offering ‘well-designed/cool’ flexible space options as 
increasingly desirable companies to work for. In the race 
for talent, providing these flexible workspace options 
could be a deciding factor in winning or retaining talent. 
Equally, the evolving Millennial workforce likes change, 
and many expect to move jobs within a 2-3 year time-
frame, or have more than one job in an increasingly 
collaborative world. 

Government/Regulatory Drivers
•	 Governments are increasingly supporting and 

funding start-ups and SMEs, to stimulate economic 
growth via flexibility and innovation. 

•	 Accountancy rules: The Financial Accounting 
Standards Board (FASB) changes that come 
into effect in 2019 will increase the visibility of a 
company’s real estate strategy, putting pressure 
on corporate real estate leads to ensure portfolio 
performance is optimised. This will play in to how 
space is being used and should have a positive 
impact on the flexible workspace sector, pushing 
multinational corporations to take less core space 
on traditional long-term leases and rely on flexible 
workspace operators to provide for temporary 
headcount swings. 

The result of all these factors has seen significant 
growth in the number/size of flexible workspace 
providers operating across a range of major European 
cities. Yet it is clear that cities are at various stages of 
the flexible workspace evolution.

THE 2015+ SCALE-UP
It is clear to see how rapidly the flexible workplace 
niche has expanded since 2001 - in terms of the 
number of sites, volume of space (sq m) and number 
of operators in situ across Europe. The big jump in 
expansion has been in the last five years, between 
2014 and end of 2018, where the number of flexible 
workspace sites expanded by +205% while the number 
of operators expanded by +138%.

THE KEY |  MOSCOW

EU28 EMPLOYMENT STRUCTURE 
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DELIVERY OF NEW FLEX WORKSPACE 
by cycle
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