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Preface

This book is primarily about the use of offices and how office markets work,
and also about the role and influence of public policy in these processes. The
book is designed to relate to the dynamics of office markets and public
policy across the world. It therefore presents case studies from different
continents and draws on the widest possible range of published international
evidence. Nevertheless, it inevitably focuses on the UK and, to lesser extent
the USA, simply because of the weight of published research in these
countries.

It is a book about the economies of cities and written very much from an
urban economics perspective. Unlike most economics books, there are
deliberately no equations and the arguments are all expressed in words. This
is to ensure the greatest access to the arguments presented.

The book takes a long-term perspective on office markets so the analysis
considers how office markets have developed over almost two centuries.
Change is a key theme of the book and it begins by looking back and ends
by looking forward.
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Introduction

Throughout history, the image of a city has been identified with the
cathedral, the palace, the market place and the factory chimney, but today
the office is arguably the prime symbol of a modern city’s development
(Cowan et al, 1969). Offices now dominate the centre of the cities we live in,
and whereas once a cathedral was the focal point of a city’s skyline this has
now quite likely been replaced by tall, plate-glass office citadels. Very often
a city can be recognised by the skyline of tall office buildings and structures.
One historic example is ‘The Three Graces’ of the Liverpool waterfront: the
Royal Liver Building (1911), the Cunard Building (1916) and the former
offices of the Mersey Docks and Harbour Board (1907) that is now a UNESCO
World Heritage site. In Shanghai, there was a deliberate plan to create
a memorable skyline in the new financial district, Lujiazui. Many offices,
even if they are not high-rise, are landmark buildings at major street junc-
tions or squares. With the city centre normally the central business district,
as the predominant built form offices represent a major element of the
signature of a city.

Offices are increasingly the principal locus of economic activity. The
amount of office space in England and Wales has more than doubled
since 1980 (Mayor of London, 2009). The shift to a service economy from a
manufacturing economy in developed countries, especially in cities, during
the latter half of the last century is reflected in the rise of office-based
employment. A high proportion of workers in service industries — accountants,

Office Markets e) Public Policy, First Edition. Colin Jones.
© 2013 Colin Jones. Published 2013 by Blackwell Publishing Ltd.



2 Office Markets e) Public Policy

lawyers, surveyors, bankers, insurance brokers, etc and managers through to
specialist service and clerical staff — spend their working day in an office.
The history of office development is bound up with the evolving economy
of cities and new technologies.

The cluttering of city skylines by offices also emphasises the capital sums
invested in this real estate. A large office block in London could be worth
more than £20m and financial institutions in the UK invested £66bn in
offices in 2006 (Investment Property Databank, IPD, 2007). Office areas,
especially financial centres, are the most expensive areas of real estate in
the world. Foreign real estate investment often targets ‘trophy’ offices. With
real estate investment increasingly part of the globalisation of capital mar-
kets, major offices can be an integral part of an international real estate
investment labyrinth involving vast sums of money. In December 2009,
for example, Dubai World sent shudders through global financial markets
after requesting a six month ‘hold’ on interest payments to a range of inter-
national banks in order to restructure its $26bn debt, part of it invested in
offices around the world.

The aim of this chapter is to provide the context for the book. It begins by
reviewing the history of offices, noting the interaction between their chang-
ing built form, technological progress and commercial activity. The next
section considers the development of office markets through the prism of a
series of city profiles that offer a historical perspective on their current roles
and built form. The chapter then takes a wider view of the trends in office
markets, drawing on the evidence in the first two sections. The final part of
the chapter briefly sets out the logic of the subsequent chapters and how
they link together.

History of offices

Offices have probably always existed within large, multifunctional buildings
whether they be, for example, palaces, houses, education establishments or
factories.Up to at least the 18th century the administration of trading comp-
anies and banking was undertaken from houses. This is illustrated with some
examples from London, the leading commercial centre of the 18th century.
The East India Company, founded in 1600, built a headquarters in London
in 1726 while the Bank of England was built in 1732. And while the 18th cen-
tury saw a take-off in professional services, such as lawyers and financial
services, to cope with the increasing complexity of trade and government
these were not administered from offices (Clark, 2009).

Lloyd’s of London, now the largest specialist insurance market in the
world, started life as an informal group of marine insurance brokers meeting
in Edward Lloyd’s coffee house in 1688. Gradually the community became
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more formalised and it leased rooms in the Royal Exchange, a centre for
commerce, in 1774 (Lloyd’s, 2010). Similarly, the London Stock Exchange
was initiated at the end of the 17th century in a coffee house where prices of
stocks and commodities were listed. In 1773, the first purpose-built building
was constructed, comprising a dealing room on the ground floor and a coffee
house above (London Stock Exchange, 2010). Over this period, whilst areas
of cities were beginning to be created that specialised in particular office
functions — for example, the administration of the law — the office as a
generic built form did not really exist (Cowan et al, 1969).

The industrial revolution replaced the old cottage industries and brought
the establishment of the factory and cities as we know them, with the latter
becoming the centre of manufacturing. There were wider implications for
the scope of economic activity in cities and the scale of office functions,
both of which led ultimately to the establishment of offices as separate
entities. The expansion of industrial activity required systems to control
and finance these new businesses, and this in turn brought a growth in the
number of messages and financial transactions such as bills and agreements.
These economic activities, the associated communication and the control
of complexity, are essentially offices functions. As these functions expanded
with the increasing intricacy of the organisation needed to finance, admin-
ister and support the industrial revolution, offices began to exist in their
own right (Cowan et al, 1969). Supporting specialist services such as insur-
ance either expanded substantially or developed during this period in
line with the growth of manufacturing, and were also based in offices (see
examples below).

The office block as a distinct building form in its own right began to
evolve in the early 19th century. Initially, residential buildings were con-
verted, and then in the 1840s speculative purpose-built office development
began to emerge. Development then accelerated in Western economies
during the latter half of the century with a rapid growth of office employ-
ment (Scott, 1996). The detachment between administration and production
and the promotion of offices was facilitated by the development of the
telegraph. Originally invented in 1746, it was only following a method for
printing messages devised in 1854 that an extensive cable system was con-
structed to permit widespread use of the telegraph. Two decades later the
detachment process was accelerated by the extensive use of the telephone
invented in 1876. Commercial production of the typewriter in the 1870s and
the spread of high-speed shorthand (stenography) also contributed to the
efficiency of office functions and shaped the design of office buildings
(Cowan et al, 1969).

After 1850 came the first generation of large-scale headquarters erected
for banks and other institutions. From the beginning, these new offices often
sought to adopt distinctive architecture and new construction technologies.
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Oriel Chambers, a five-storey office block in Liverpool, was one of the first
100% iron-framed, glass curtain-walled buildings, constructed in 1864
(Oriel Chambers, 2009). The first building that combined both metal frames
with the invention of the hydraulic lift (elevator) was the Home Insurance
Building, built in 1884 in Chicago, often referred to as the first skyscraper
in the world. Originally it was ten storeys and two more were added later.
In fact, the building was not a pure steel-framed building and relied upon
both metal and masonry to support it. In 1888, a patent was taken out in
America for iron skeletal frame buildings and the construction method
subsequently gained wide acceptance. It was the beginning of the skyscraper
era (Emporis, 2010a).

New York in particular embraced the new building engineering tech-
niques, and from 1890 to 1973 the world’s tallest building was in the central
business district of Manhattan. It began with the New York World Building
built for a newspaper, which was one of a number of tall buildings built
for this purpose on the same street. It was replaced as the tallest building
by the Park Row Building with 29 storeys in 1899 (Emporis, 2010b). The
building was originally commissioned by an investor as a speculative office
building; it contained 950 offices and accommodated about 4000 workers
(Aviewoncities, 2009a). Initial occupiers of the offices included the Associated
Press news agency as well as the headquarters of the private operator of the
city’s underground subway (Emporis, 2010c).

The tallest title was taken by the 41-storey Singer Building, constructed
in 1908 as the headquarters of the sewing machine manufacturing company,
but it was soon taken over by the Metropolitan Life Insurance Company
Tower of 50 storeys in 1909. The mantle of tallest building passed to the
Woolworth Building comprising 57 storeys and completed in 1913. It was
the corporate headquarters of the retail company and, interestingly, paid for
in cash. This building remained the tallest building in the world until 1930
(Skyscraper, 2009).

The late 1920s saw a race to take the Woolworth crown supported by
improvements to the speed of lifts. First, the 71-storey headquarters of the
Bank of Manhattan at 40 Wall Street was completed in 1930, but its reign
was short lived as the Chrysler Building surpassed it within months, only for
that to be overtaken by the 102-storey Empire State Building in 1931. It was
built by a consortium that included the creator of General Motors (Empire
State Building, 2009), and remained the world’s tallest building until 1972.

The development of offices in other countries was to a lower number of
storeys over this period, often because buildings were subject to height
constraints. In the UK during the 19th century, the typical demand for
headquarter office buildings was for street-frontage sites with the buildings
imposing on their immediate surrounds. In the City of London, examples
include offices of the London and Westminster Bank (1838), Sun Insurance
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(1843), The Royal Exchange (1844) and Barclays, Bevan & Co (1864). Many
substantial government offices were also completed during this period,
including the Treasury building in 1846 and the Foreign and Commonwealth
building in 1868.

Each provincial city centre in the UK followed in similar fashion, begin-
ning in the 1860s. Over the remaining decades of the century, a series of
buildings of up to six storeys were built in a range of distinctive ornate
styles inspired by classical buildings in Italy and Greece. They were usually
complete with grandiose marble-floored entrance hallways and staircases.
In Manchester, for example, 1861 saw building begin on the new premises of
the Manchester & Salford Branch of the Bank of England (a private company
then) followed by a series of headquarter buildings culminating in buildings
such as the Co-operative Wholesale Society Building in 1905 and the Refuge
Assurance Building in 1910.

The Three Graces in Liverpool also date from the end of this era. The origi-
nal of the Three Graces, the Mersey Docks and Harbour Board Building, is a
five-storey building, with a dome built using reinforced concrete and faced
with Portland stone, opened in 1907. The Royal Liver Building, a purpose-built
home for the Royal Liver Friendly Society, was completed in 1911 with 13
floors and was unusually high, but built using the same construction tech-
nique. The final element of the Liverpool trinity is the Cunard Building built
shortly afterwards in 1916 and which has six storeys (Cunard, 2009).

The story of these developments is not just about buildings but also about
the changing economy and growth of modern commerce, stimulated by leg-
islation permitting limited liability companies, and beginning with the
establishment of regional banks and insurance companies. This is illus-
trated by the owners of some of the buildings highlighted above in Manchester
and Liverpool. The Refuge Assurance Company was founded in Manchester
in 1835 in particular to offer fire insurance to the then ubiquitous cotton
mills and warehouses in the surrounding hinterland. The Royal Liver
Friendly society was set up in the city in 1850 to provide local people with
assistance in the event of losing a wage-earning relative. Their respective
headquarter buildings constructed in the first years of the 20th century
were demonstrations of their commercial prowess.

The link between the economy and property development is emphasised
by New York in the 1920s. The property boom in the city occurred against a
backdrop of increasing economic vitality. America recovered relatively
quickly from a recession following the First World War, and in 1921 the
economy entered a period of prosperity with rising growth, productivity and
profits. For the first time, New York became the leading international bank-
ing centre in the world as Europe sought to cope with the debts from the war.
Domestically too, supported by easy credit, consumers bought more and
more household appliances and by the end of the decade most households



