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Remote Work Reshaping Cities

Remote work may seem like a private workplace
decision, but when millions of employees stop
commuting daily, the effects extend far beyond
individual firms. They alter office demand, foot
traffic, and the economic geography of city centers.
In particular, they alter how offices are used and how
companies organise their demand for workspace.

For decades, commercial real estate was structured
around the assumption that employees would
commute to a central workplace on a daily basis. This
expectation influenced the organisation of city
centers and surrounding urban areas. Restaurants,
cafés, and retail stores developed business models
tailored to a predictable and concentrated flow of
office workers. Since the Covid-19 pandemic, this
pattern has changed substantially. Time spent in the
office has declined, while remote and hybrid work
arrangements have become established across many
sectors.

This shift is economically significant because
commercial real estate and its surrounding
businesses depend heavily on where people work
and spend their time. As fewer employees require a
permanent workstation, demand patterns begin to
change. Companies reassess their space

requirements, while local businesses experience
declining and less predictable customer flows.
Remote work is therefore not merely transforming
work culture but increasingly reshaping the
commercial landscape of urban economies.

Declining Demand for Office Space

A decisive turning point occurred during the Covid-
19 pandemic, when a large share of white-collar
work shifted from offices to private homes within a
short period. This transition functioned as a large-
scale experiment that demonstrated the feasibility of
remote work. What had previously been considered
an exception suddenly became a necessity, and for
many organisations, a viable long-term alternative.

Contrary to initial expectations that working
patterns would fully revert after the pandemic,
remote work has remained at significantly higher
levels. The share of paid full workdays performed
from home increased from approximately 5 percent
in 2015 to over 20 percent in 2025. While offices
remain relevant, they no longer function as the
default location for daily work.

For firms, this creates a new organisational
challenge. Office attendance has become uneven,
with employees frequently working from home at
the beginning and end of the week, leading to peak
occupancy during midweek. Evidence from the CBRE
2025 Office Occupier Sentiment Survey confirms this
pattern, showing that offices are often overcrowded
on certain days while remaining underutilised on
average.

In response, companies increasingly adopt flexible
workspace strategies, such as unassigned seating.
The underlying rationale is to align capacity with
actual usage. When employees rotate between home

and office, firms can operate with fewer
workstations than total staff, thereby reducing space
requirements and associated costs. Although this
does not result in an immediate proportional decline
in demand, even moderate reductions at scale exert
substantial pressure on the commercial real estate
market.

Rising Vacancy Rates and Increasing Market
Pressure

The adjustment in office demand does not occur
abruptly but unfolds gradually. Most firms remain
bound by long-term lease agreements, delaying
immediate changes. However, as leases expire and
companies reassess their spatial needs, many choose
not to renew or expand existing contracts. Over time,
this leads to increasing vacancy rates and extended
leasing periods.

As available space rises, market dynamics shift in
favour of tenants. Companies gain bargaining power,
particularly in markets with already abundant
supply. Landlords are consequently forced to accept
lower rents or invest in upgrades to maintain
competitiveness. This adjustment process is uneven:
older or less attractive buildings are affected more
severely, while modern, well-located offices remain
comparatively resilient due to selective demand.

It is important to emphasise that rising vacancy rates
cannot be attributed solely to remote work.
Additional factors such as new construction, slower
economic growth, and changing employment
structures also contribute to increased supply.
Remote work, however, amplifies these existing
pressures by structurally reducing demand. As a
result, the market undergoes a selection process in
which less competitive assets are progressively
displaced.
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Uncertainty and Strategic Adjustment

A defining feature of the current transition is the high
level of uncertainty regarding future working
patterns. While hybrid work is becoming
established, its long-term configuration remains
unclear. Firms continue to experiment with
attendance policies and assess their impact on
productivity, collaboration, and  employee
satisfaction.

This uncertainty directly influences behaviour in the
real estate market. Instead of making long-term
commitments, companies increasingly prefer
flexible arrangements, including shorter lease
durations or renegotiated contracts. This cautious
approach slows market activity and delays structural
adjustment.

Even firms that anticipate reducing their office space
often postpone decisions until greater clarity
emerges. Consequently, uncertainty not only reflects
the ongoing transition but actively shapes its pace
and extent, reinforcing the gradual nature of market
adaptation.

The Return-to-Office Countertrend

The structural shift towards remote and hybrid work
does not go unchallenged. A number of large
corporations have recently reversed course,
imposing  strict full-time office attendance
requirements. As of 2026, companies including
Amazon, JPMorgan Chase, Goldman Sachs, and AT&T
require employees to be present five days a week.
According to JLL data reported by Fortune, fully in-
office policies covered 54% of Fortune 100 desk
workers in 2025, up from 5% in 2023.

The publicly stated rationale for these mandates
tends to center on productivity, collaboration, and

organisational culture. JPMorgan Chase, for instance,
communicated to employees that the five-day
mandate is simply "the best way to run the company,”
while other executives have emphasised the value of
informal interaction and faster decision-making. A
KPMG survey found that 83% of executives expected
their companies to roll out return-to-office mandates
in 2025.

However, a closer examination of available data
suggests that the real drivers may be more structural
in nature. A Resume.org survey found that 40% of
business leaders admitted that making better use of
already paid-for office space is a core reason behind
attendance mandates. Among companies that lease
office space, more than half acknowledged that
existing lease agreements are influencing their
return-to-office decisions, with 16% citing them as a
major factor. Notably, nearly half of current leases
were signed before 2020, locking companies into
commitments that no longer reflect operational
realities.

This suggests that many return-to-office mandates
may be less a strategic conviction about the future of
work and more a short-term response to sunk costs
in commercial real estate. Consistent with this
interpretation, one in ten surveyed companies
indicated they intend to reduce or eliminate office
requirements once their current leases expire, and
23% plan to downsize their footprint altogether. In
this reading, the current wave of RTO mandates may
partially reflect the inertia of pre-pandemic real
estate portfolios rather than a durable reversal of
hybrid work trends.

The Continued Role of the Office

Despite these structural changes, the office is not
becoming obsolete. Physical workplaces continue to

play a central role in activities that are difficult to
replicate remotely, particularly collaboration,
informal interaction, and the development of
organisational culture.

However, the function of the office is changing.
Rather than serving as the default setting for routine
tasks, it is increasingly used for specific purposes
that benefit from physical presence. At the same
time, uneven attendance patterns result in lower
average utilisation, creating a mismatch between
fixed costs and actual use.

This shift transforms the office from a necessity into
a strategic choice. Firms must evaluate whether the
benefits of maintaining physical space justify the
associated costs. Office space is no longer implicitly
required but must demonstrate its value relative to
remote alternatives.

These changes extend beyond the office itself,
affecting the broader commercial environment that
historically depended on a stable presence of office
workers.

Spillover Effects on Urban Economies

The Impact on Surrounding Businesses

Commercial real estate operates within a broader
ecosystem of businesses that rely on the daily
presence of office workers. Cafés, restaurants, retail
stores, and service providers have traditionally
located themselves in office districts to benefit from
consistent and concentrated demand.

With the rise of remote work, this demand has
become both lower and more volatile. Reduced
weekday foot traffic directly affects revenue streams,
particularly for businesses dependent on predictable
peak periods such as lunchtime. Establishments that
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previously relied on high turnover within narrow
time windows face declining sales and increased
uncertainty.

In office-dominated areas, this leads to growing
economic pressure. Business models based on pre-
pandemic demand levels become unsustainable,
resulting in closures, ownership changes, or shifts in
product offerings. At the same time, consumption
patterns are becoming more dispersed across
locations and times of day, reducing predictability
and complicating operational planning.

Geographic Shifts in Demand

Remote work affects not only how people work but
also where economic activity takes place. Instead of
concentrating in central business districts, a more
spatially dispersed pattern is emerging. A portion of
both economic activity and consumption is shifting
towards residential areas and suburbs.

This development reduces the density advantage of
traditional city centers, which historically benefited
from proximity effects and agglomeration
economies. As office occupancy declines, these
advantages weaken, potentially affecting the
attractiveness of central locations for businesses and
investors.

Conversely, residential neighbourhoods gain
importance as sites of daytime economic activity.
Individuals working from home increasingly
consume goods and services locally, supporting
neighbourhood businesses and creating new
demand for services such as coworking spaces or
work-friendly cafés.

From a real estate perspective, this implies a
reassessment of location value. Centrality alone is no
longer the dominant determinant. Instead, factors

such as accessibility, mixed-use environments, and
proximity to residential populations become more
relevant.

Conclusion

Remote work is fundamentally transforming the
economic structure of inner cities. Rather than
causing a simple decline in office demand, it initiates
a broader reconfiguration of how space is used,
where economic activity occurs, and how urban
systems function. The result is a redistribution of
demand across locations, asset classes, and time
patterns.

This transition is not without friction. A significant
countermovement has emerged among large
corporations, with many major employers
reinstating full-time office attendance requirements.
Yet the evidence indicates that this trend is partly
shaped by legacy real estate commitments rather
than a settled view on optimal working
arrangements. As long-term leases expire, the
underlying structural shift towards more flexible and
decentralised work is likely to reassert itself.

The long-term trajectory therefore remains
genuinely uncertain, shaped by the interplay
between evolving employee preferences, corporate
real estate obligations, and broader wurban
economics. What is clear is that both firms and urban
environments must adapt to a model of work that is
fundamentally more flexible, and that the office,
while not obsolete, will need to justify its place in
that model on new terms.




