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QWest House, a beige 1950s office block on London’s shabby Great West Road, may 
not be much to look at. Yet the building that was once part of a complex belonging to 
drugs maker Smithkline Beecham (now GSK) is emblematic of a rapid shift in the 
way businesses are dealing with property. 

Rather than sitting on the balance sheet of a multinational or an old-fashioned 
landlord that demands occupiers sign decades-long leases, it is owned by flexible 
office provider Workspace Group. Tenants are typically expected to commit to just a 
couple of years, with a six-month break clause if they need to up sticks sooner. 

It’s a situation that suits Applied Industrial Systems, which designs computer 
programmes for projects such as Crossrail and the Dartford Tunnel, down to the 
ground. The company, which employs 20, moved into the building after a long-term 
lease at a nearby site expired. 

“We signed the lease in the teeth of the recession so we were able to get a good deal 
on it,” says managing director Simon Burras. “When it came to renewing they put up 
the price ridiculously – they wanted to double the rent. The problem with leases is 
there’s just too many liabilities. You end up taking a fully insuring and repairing 
lease and if the roof goes or something you have to replace it.” 



Founded in the late 80s, Workspace and rival IWG, the owner of Regus, blazed a trail 
that in recent years has become somewhat crowded. From US giant WeWork, now 
the western world’s highest-valued private company, to hundreds of small operators 
with one or two sites, businesses looking for flexible space are spoilt for choice. 

While their benefit for occupiers is obvious, the model is not without risk. 

Many providers, including WeWork, have committed to leasing their spaces from 
landlords over many years. So if an economic shock sends their tenants running for 
the hills, flexi space providers could be left with a big problem on their hands. 

The boom in flexible space is evident in all of Britain’s big cities but has been 
especially marked in London, which along with New York has one of the world’s 
biggest property markets. 

The capital’s 150-plus flexible office providers were responsible for 17pc of all new 
leases last year, up from 5pc in 2013, according to JLL. The boom has arguably 
helped defer an expected crash in the office market following the Brexit vote in 2016. 

Traditional players have also been getting in on the act. FTSE 100 giant Land 
Securities, which developed the Walkie Talkie skyscraper in the City, launched a 
coworking brand, Myo, earlier this year following rival British Land’s Storey that was 
set up in 2017. 

“A lot of our customers want flex space in addition to their HQ,” says Landsec’s chief 
Rob Noel. “They will continue to grow because just as customers are increasingly 
willing to pay for convenience, so are businesses.” 
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When Applied was working on a new control system for Crossrail’s ventilation ducts 
it was able to take an extra room in Q West for nine months and then vacate it again 
as soon as the project was over. It can also access communal meeting space that it 
would otherwise only use occasionally. 

There is now almost 15m sq ft of flexible offices in London, accounting for more than 
6pc of total office stock. Of that, WeWork controls more than 3.5m sq ft, making it 
the city’s second-largest landlord after the Government. 



Founded less than a decade ago and backed by billions of dollars from Japan’s 
Softbank, WeWork has rapidly grown to become one of the biggest and most talked-
about real estate businesses in the world. 

As well as offering flexible leases that allow businesses to take up extra space as they 
grow – or slim down – it is also known for its trendy interiors, communal events and 
amenities such as free beer and coffee bars. 

Like other serviced office providers, its comparatively high prices include cleaning, 
utility bills and broadband, which have proved popular with small technology start-
ups that lack the time and staffing to deal with such mundane tasks. 

While growth has been exponential, WeWork’s eye-popping valuation of almost 
$50bn (£40bn) has raised many eyebrows. IWG – which has several times as many 
locations – has a stock market value of £3bn. 

“It’s a very good business model in a growth market, but it has comparatively weak 
defensive characteristics,” says Jefferies analyst Mike Prew. 

WeWork is likely to be a “permanent feature” given its dominance of the market, 
Prew predicts, but a downturn could sort the wheat from the chaff. “They’re here to 
stay – but I’m not so sure they’re here to stay in the size and number of operators 
that we’ve currently got,” he says.  

Burras says Applied would be reluctant to go back to a traditional lease but that it 
would be free to move into a smaller office in the same building if it needed to. 

While detractors worry that a downturn would leave flexible office providers on the 
hook for empty buildings, providers argue that if anything they stand to benefit from 
a crunch. 

“Proponents have always ploughed the line that it’s contra-cyclical – people will be 
less likely to take long leases and more likely to take flexible space in a downturn,” 
says Mat Oakley of agent Savills. 

Workspace’s interim chief Graham Clemett adds: “If you’re going through a difficult 
time financially then the last thing you want is to have to find a new office provider.” 

Workspace owns the freehold on its offices in any case; at worst it will be left holding 
empty buildings rather than a stack of liabilities. 

Forecasting what could happen to the new operators in the event of a downturn is 
difficult because it has been 10 years since the last major bust and the market has 
changed substantially. But a look through Workplace and IWG’s historic accounts is 
revealing. 

In 2009, Regus’s occupancy rates fell by five percentage points and its average 
revenue per desk slumped 7pc. In the UK, where it was hardest-hit, total revenues 
tanked by 13pc. 



Workspace Group reported a similar drop in occupancy and like-for-like rents 
slipped 3.5pc. It was also forced to go to investors to raise £87m in a deeply 
discounted rights issue to pay down debts. 

Both were able to weather the storm due to their financial strength and in the case of 
Regus a booming Asian operation. But the hundreds of other operators that have 
emerged in recent years may not be so lucky. 

 

Read the original article: https://www.telegraph.co.uk/business/2019/07/14/can-britains-
flexible-office-boom-survive-economic-downturn/ 
 

 


