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NEW BUSINESS MODELS

New business models have fundamentally changed the
property industry. The REAAS Tribe at SPACE UK discussed
the shift from property company as landlord to service
provider, new revenue models and the heightened
importance of quality asset management.

Hosted by Essensys CEO Mark Furness, this frank and revealing

discussion took an in-depth look at how new business models

have fundamentally changed the property industry.
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A 'SERVICE PROVIDER'

Furness began the discussion by asking whether becoming an

occupier-focused service provider delivering a hospitality-like

experience is "the last thing the real estate industry really wanted".

Playfully, Furness suggests that landlords would have been happy to

keep handing over the keys to big empty boxes, before coming back

in five or 10 years to talk about the upward-only rent review.

Of course, it matters less and less what landlords want. It's the

customer in the driver seat. Occupiers are looking for a new model

What does it really mean?



S P A C E +  O N - D E M A N D  C O N T E N T

"Services and the experience you create in the workplace are
the best ways to differentiate your space." 

designed around their needs and those of their businesses. This will

have several consequences for the real estate industry. 

Thais Galli,Tishman Speyer's Managing Director for Innovation, says

that the Covid-19 pandemic has made being a service provider in the

real estate industry "more important than ever".

The forced Work From Home experiment has underscored the need

for flexibility, with landlords and space providers needing to

differentiate themselves from the market. 

People are going to need to be excited to go to work if they are

being given the option to skip the daily commute, whether this is for

part of the week or starting to work remotely full-time. 

Because of this, Galli says that from Tishman Speyer’s perspective, it

is vital that services encompass the entire work experience. This

means that from the moment people walk into the lobby, they need

to feel that things are being made better and easier for them by

being at work, rather than being at home. This can range from having

the latest technology, to food and beverage options, to what you can

offer people to do during their lunch hours.

“Services and the experience you create in the workplace are really,

from our point of view, the best ways to differentiate your space right

now. This was already changing before - Google and Facebook - the

tech companies of the world – were already offering a different kind

of workplace.” 

TISHMAN

SPEYER

THAIS GALLI
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This strategy has enabled Big Tech to improve their workplace

experience and attract top talent. Landlords are now striving to

provide the same kind of flexibility, experiences and services  to

make spaces more fun and productive.

James Pellatt from Great Portland Estates agrees with this view,

adding that this push came from a position of convenience and

making life easier for occupiers. 

“A lot of it is taking away problems from occupiers and trying to find

solutions for them: different occupiers want different services at

different times. We need to be nimble and flexible and adapt a

model that isn’t a cookie cutter that says this is absolutely everything

that works.”

Pellatt says that Great Portland Estates prefers to effectively provide

a pull-down menu to allow people to make the decisions about their

own space that will make their daily work experience as good as it

can be, consequently allowing them to thrive.

https://essensys.tech/
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"We want to provide transformational experiences and
build transformational relationships.” JamesJamesJames

PenfoldPenfoldPenfold
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CO-LIVING

James Penfold from The Collective, the British co-living and co-

working building provider, says that people are increasingly

looking for community and to be part of something that’s bigger

than themselves. They also expect things at the click of a button

or the push of an app, but at the same time, they demand

exceptional experiences at good value-for-money. 

“Ultimately our purpose as a company is to enable people to lead

more fulfilling lives and that applies to everyone we work with...

we want to provide transformational experiences and build

transformational relationships.”

And the convience of spaces

CUSTOMERS VS TENANTS

Furness makes the point that value for money often comes from

scale and efficiency, or in other words, the ability to deliver an

experience at the right price point. 

Landsec’s Oliver Knight says that the company has created

different products depending on the type of business they are

targeting, and the levels of service being requested, right from fit

out. 

Marrying hospitality ideals with the property

industry

They may want their own real estate team managing the whole

process through a traditional blank canvas approach, or on the other

hand they could be looking for a self-contained space with turnkey,

customised fit outs and managed services.

“We’ve set ourselves up to move away from just that traditional single

product and solution to having multi-faceted options for our

customers and making sure they have choice. The other piece is

about personalisation of experience, so we’re touching on hospitality

here. I think it’s really important for us as a sector to look outside our

own industry. We’ve been quite inward looking for a long time.”

Knight uses the analogy of the airport experience to explain further.

Some people want to check in online and get through as quickly as

possible without talking to anyone, while others prefer the more old-

school approach and want those face-to-face interactions at the

check-in counter.

https://essensys.tech/
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"Post-pandemic people will definitely care a lot more
about the quality of the space."

The big difference for Landsec comes in taking a partnering

approach with their customers. Knight says that the distinction

between customer and tenant is important, because it is a

partnership rather than a transaction.

James Lowery from British Land agrees that everything starts with a

laser focus on customer needs, adding that it is not only about giving

choice, but rather giving the right amount of choice. 

For smaller customers, he says, if you try and offer them every

possible option out there it can become overwhelming. 

People often want to customise things, but within certain set

boundaries. One way to do this is by breaking things down for the

customer and making some decisions for them: for example giving

them the option between internal meeting spaces of different types,

or communal outdoor spaces.
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DELIVERY MODELS

Natasha Guerra from Runway East also highlights the importance

of flexibility, saying there is no one-size-fits-all delivery model. 

“We’re working at increasing the complexity of our offer, which

also increases the operational challenge of delivering it, even for a

flexible provider. So I think for real estate people entering this

market, the key thing is to make sure that what you’re doing,

you’re doing it well… post-pandemic people will definitely care a

lot more about the quality of the space”. 

Of the future

Guerra also notes that over the last year brand protection has been

very important for providers to think about and it will continue to be

a central consideration.

David Ebbrell from M7 Real Estate agrees that M7 is also seeing a

more demanding customer experience, even from small

organisations of less than 20 people. He says this may be due to a

halo effect from what they’re seeing in the market from organisations

like WeWork, even if they’re not present in some of the smaller

regional towns M7 has been occupying.

“We’re a pan-European business and what we’re seeing, especially in

the Netherlands, which I think is a great indicator for what might be

happening in the UK, is that they’ve always had a high degree of

flexibility in terms of their office-based workforce’s ability to work

from home.” 

https://essensys.tech/
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Knight says that times like these do provide a quick refresher on risk

for everyone and that plays through into debt markets and the way

people think about property, which all comes back to security of

income on your assets. 

Diversification is an important part of this; Covid-19 has served as a

reminder that you can’t just offer ultimate flexibility across all your

space if you want to have any income stream longevity.

The last three years has, from Landsec’s point of view, been a period

of flexibility being offered without the relevant risk premium being

attached to it. Now, however, there are going to be more overt costs

associated with very short-term space rentals. 

If you can demonstrate consistently strong demand for your product,

that will get reflected in valuations in due course, although it will

take a bit of time to play through.

Galli agrees, saying it is vital to look at adding value to properties,

saying that Tishman Speyer would hardly ever add a co-working

space to top floors with the highest rents, but rather take more

challenging floors and think about how it adds value in terms of cash

flow and how it complements the property.

M7 REAL

ESTATE

DAVID EBBRELL

Ebbrell adds that roughly a third of the Dutch employees in the

office market have that flexibility and what M7 has seen there is a

de-densification of the way offices are used and a higher

concentration of desire in terms of collaboration space.
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MANAGEMENT CHALLENGES

Part of the challenge for service providers with multi-talented

buildings is figuring out how to manage a collaboration space that

includes both dedicated space and flexible space, not just for one

customer but across an entire building.

Furness points out that this brings to the fore the ideas of platform

plays and networks – having the ability to allow customers to fulfil

all their space requirements either in your own estate or within a

partner or alliance network. 

This ties in with the scaling out of a single operating model to give

that network effect, as seen in hotel chains and franchises.

Management of risk is an important part of this process. Historically,

many real estate industry players who have wanted to offer that

flexible customer-centric solution have been inhibited by the

valuation model and funding from banks. But is that changing?

Of collective spaces

"I think it’s really important for us as a sector to look
outside our own industry." OliverOliverOliver

KnightKnightKnight

https://essensys.tech/
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"There's never been a more exiting time to work in real
estate."

ADAPTATION

Moving into the future, the extent of flexibility that will be offered

will depend greatly on customer demand.

“The only thing that’s absolutely certain is that the future is

uncertain," James Pellatt says. "Adaptability, flexibility and most

importantly, feedback and obtaining data – and sharing that data

with occupiers – is going to be key to success. There’s never been a

more exciting time to work in real estate.”

Knight develops this by saying that it comes back to thinking

beyond the four walls of your office space offering. This means

ensuring that you can provide convenient social, health and

wellbeing aspects to the workplace, as well as looking at how you

can influence or change the wider environment as well.

Penfold adds that it is important to look for grounding in the local

community, but also to create a unique destination that draws in

people from a wider area, while Lowery makes the interesting point

that trying to find a seamless experience between the digital and

physical – those working from home and those in the office – is

going to be another vital aspect of dealing with an evolving

workspace.

In an uncertain future
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·       

The property industry needs to borrow from the

hospitality and services sectors and think of 'customers'

rather than 'tenants'

This means focusing on creating partnerships rather than

securing transactions

Hybrid working models will dominate as people look for

more flexibility and providers need to be adaptable

Everyone will be craving social interaction and

community – focus on how to best manage these evolving

workspaces and the surrounding environment

IN SUMMARY

Watch the Discussion On-Demand at 
www.space-plus.org/essensys
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ABOUT THE HOST

Mark Furness is a Co-Founder of essensys.

In 2006 Mark Furness founded essensys on a simple premise. By

changing the way IT services were delivered, he could transform

shared workspaces. 

He could make them communities that are always on, always

connected and always adaptable to the changing needs of their

members.

He embarked on this journey with co-founders Bryn Sadler and

Barry Clark. 

Today, essensys partners with the world’s most successful shared

workspace providers. It is the recognised global leader in

software-controlled technology and services for this fast-growing

sector.

Visit https://essensys.tech  
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