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This is the third in Savills  
Looking Glass series, exploring  
the megatrends affecting the  
built environment. 

The first of the series, ‘The Shape 
of Things to Come’, dealt with 
global debt, low interest rates, low 
inflation and the ageing of the world’s 
population. The second, ‘Life out of 
Balance’, dealt with climate change, 
sustainability and the environment. 
‘Cities of the Future’ deals with 
urbanisation, the evolution of the 
industrial age and worker mobility.  
We hope you enjoy this instalment.

For the first time in human history, 
the world’s population is getting a 
choice about where they want to live 
and, increasingly, having the means 
to affect that choice. So, where in the 
world will people choose to live if they 
have the choice? 

Welcome to ‘Cities of the Future’.
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The above is what the world 
really looks like now – completely 
connected.

This is not what the atlases tell us  
the world looks like. Over 300 years 
ago, the world was broken up 
through tribal regions – Australia, 
North America, Africa, South 
America, Asia, India, and the Middle 
East could all be divided thus. Post 
the turn of the last century, the 
world drew up more formal borders, 
establishing sovereignty, trade, 
population movements, local laws 
codifying customs, religious rites, 
education, taxation and defence. 

That world is now slowly being 
dismantled, because people are 
better connected and boundaries are 
less relevant to the future. The picture 
above shows all the rail, road, gas, 
electricity, oil pipelines, flight paths, 
internet cables and shipping lanes. 

It shows how utterly connected the 
world is – physically, digitally and  
with the energy sources to empower 
the connections.

If, as is the hypothesis here, the world 
is more connected, more mobile, 
more able to work anywhere anytime 
with anyone, then this poses an 
enormous challenge to the value of 
the built environment. 

For example, residential real estate  
is a substantial input cost to wages. 
We have seen manufacturing locate 
to the cheapest labour source 
globally over the past 30 years.  
If we take this through to a logical 
conclusion, knowledge work can be 
done by anyone, anywhere, anytime, 
so one of the abilities to compete will 
be cheaper input costs – cheaper 
housing – all other things being equal 
(such as the ability to do the work). 

This poses challenges for the current 
first world insofar as people in the 
second and third world will be able 
to undercut the pricing of ‘knowledge 
work’ because their input costs are 
lower. We have seen the beginnings 
of this in the offshoring of call centres 
for example. Taking it a step further; 
how can those in wealthy suburbs 
compete with those in cheaper 
suburbs in cities such as Melbourne, 
Sydney and Brisbane – the simple 
answer is, they cannot.
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The two dozen cities below 
represent the megacities – cities with 
populations greater than 10 million 
people. We may come to think of 
these places as huge economic 
engines and an integral part of the 
future when, in fact we can equally 
come to think of them as dying 
relics of the first part of the industrial 
age. None of them are particularly 
attractive places to live – violence in 
the form of murder, terrorism, riots; 
a lack of civil and human rights; 
pollution; corruption – these are 
problems that visit all of these cities 
all too frequently. Nice places to 
holiday, but you wouldn’t want to  
live there!

What matters today is not the largest 
population but the greatest number 
of skilled workers. This is currently 
dividing the world, dividing countries 
and dividing cities. The division is 
along the lines of low paid service 
work and high paid professional 
work. Geeks vs grunts, if you like. 
Healthcare and education provide 
jobs but not prosperity. Innovation 
and creation are key industries for 
prosperity. In 2013, the McKinsey 
Global Institute 

released a report on Australia’s 
economic future, ‘Compete to 
Prosper’. The authors found that 
almost 70% of industry assistance 
goes to industries that are in decline, 
where Australia arguably does not 
have a comparative advantage. The 
politics of supporting dying industries 
and those that work in them is 
fraught for all involved. We, as a 
society, do not want to cast people 
to the wind through technological 
change but, I suspect, would rather 
help them to adapt. Supporting dying 
industries in the face of technological 
change would appear to be foolhardy 
and unsustainable, if not undesirable.

It may be more instructive to think  
not so much of ‘cities’ in the future 
but ‘economic regions or zones’.  
The area surrounding and 
encompassing Brussels, Antwerp, 
Rotterdam and Amsterdam is one 
example; not just London but all 
the area north to Leeds; across the 
Atlantic, and it’s not just New York 
but an area encompassing Boston, 
Philadelphia and Washington.  
On the west coast of the United 
States it is San Diego, Los Angeles 
and San Francisco combined.  

In Asia, it is no longer just Hong 
Kong but an area encompassing 
Guangzhou and Shanghai with  
over 80 million people, whilst in 
Japan it is Tokyo and Osaka and 
everything in between creating 80% 
of Japanese GDP. In Australia, it is 
the entire east coast from Brisbane, 
through Sydney to Melbourne with 
a potential population of 30 million 
people in the not too distant future 
that has to compete in this new, 
connected world. 

In Australia we look to Adelaide 
as an example of a city where the 
youth has left for opportunities in 
Melbourne and Sydney. From 1976 
to 2014 between 18,000 and 30,000 
South Australians left the state each 
year. Many were professional couples 
in their 20s and 30s and university 
graduates. This was at the expense 
of Adelaide and to the benefit of 
Sydney and Melbourne. 

How do we prevent Australia from 
becoming the ‘Adelaide’ of the world? 
What happens if Australia is no longer 
competitive in a world that becomes 
increasingly competitive for creative, 
talented, knowledge workers?
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In life, people’s lives have traditionally 
been defined by two great choices. 

The first great choice is what to do. 
For most of human existence this was 
pretty clearly defined, you hunted and 
gathered. Over time humans farmed, 
mined and manufactured. For many 
humans they were born into their lot 
in life and that was it. This is still the 
case for some people on the planet. 
Some inherit the family business for 
example. Some know from an early 
age what they want to do and some 
take longer to find their calling. 

The second great choice is who to 
marry. Given many marriages end 
in divorce, this decision can have a 
great impact on how life turns out. 
Children, income, happiness – so 
many aspects of life are determined 
by that decision. 

For centuries these two choices were 
life’s greatest choices – until now. 
Today there is a third choice which,  
in time, may well eclipse the 
importance of the other two and 
that choice is where to live. In the 
past we had little or no choice in this 
regard. Humans were born, lived and 
died in the same place. They were 
stuck in a spot due to transportation, 
safety, opportunity and education. 

Today the constraints are falling 
rapidly. Not only can we physically 
move places with relative ease, we 
can be digitally transported. In the 
past humans were physically locked 
to a place because they used their 
hands to make a living, to survive.  
In a world where humans increasingly 
use their brains to make a living, 
they can, and will, move anywhere, 
anytime. This, in turn, poses many 
threats and opportunities for the  
built environment.

There are three big moves through  
a life cycle:

1) The young and the restless – 
(A) graduates and (B) young 
professionals

2) Married with children –  
(C) families

3) When the kids are gone –  
(D) empty nesters and (E) retirees.

How many of each of these groups 
exist in a neighbourhood, a suburb,  
a municipality, a city?

Understanding what is important 
to each of these groups helps us 
design and integrate communities. 
In the next section “The Human 
Environment” we shall explore more 
of these issues but before we move 

on it is worth mentioning what is 
important to each group at each 
stage of their life cycle. Group (A) 
are interested in restaurants, bars, 
arts and cultural activities whilst (B) 
is also interested but has moved on 
to commute times, wages growth 
and household formation. The issues 
uppermost to group (C) are schools 
and safety as well as commute 
times. Things of growing importance 
to group (D) are arts, culture and 
recreation such as tennis, golf, 
etc whilst group (E) become more 
concerned with safety, weather and 
health care.

The specific costs of life in this 
community/suburb/municipality/city 
that are important to each of these 
groups can generally be defined as:

(A) rent; (B) house prices; (C) and (D) 
cost of living; and (E) health costs.

In creating, curating and building 
our cities we should, if we want to 
be successful, be mindful of life’s 
great choices, the life cycle of people 
and the issues that are important to 
them. At their heart the community/
suburb/municipality/city are human 
environments. 
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Richard Florida in his book ‘The 
Rise of the Creative Class’ and its 
recent revision divided the working 
population into ‘classes’ according to 
the type of work they do as follows1:

Agriculture and mining: as the 
name suggests, these people 
generally reside outside the cities and 
work on-site at the farm or the mine. 
Over the last century in Australia 
we have gone from eight out of ten 
workers to two out of ten workers 
being employed in these areas of 
the economy. Next to none of these 
workers reside in the metropolitan 
areas of Australia.

The working class: As 
industrialisation took hold in Australia 
in the late 1800s, thousands of 
workers moved from the farm and 
the mine into factories. The inner city 
suburbs of Melbourne and Sydney 
still contain the houses and factories 
that remind us of this industrial 
past. Today’s factories and workers 
cottages are a far cry from the 
Dickensian conditions that prevailed 
in the late 1800s. Whilst labour 
intensive manufacturing moved 

offshore in the 1990s in Australia,  
the manufacturing that remains 
involves the production of food, 
housing, artisanal products and the 
assembly of goods from overseas. 
Jobs growth in this sector of the 
workforce has been sluggish and 
has only grown due to the increase 
in the overall population as demand 
for food and housing has increased. 
In time, as more technology disrupts 
these industries, less and less 
workers will be required. 

The service class: these 
workers provide food, beverages, 
transportation, cleaning, 
entertainment, retailing, gardening, 
childcare and any number of other 
outsourced services to the economy. 
In time, digital disruption will arrive to 
claim many of these jobs. Imagine,  
for example, two bars in Circular 
Quay in Sydney – one with people 
serving drinks and the other with 
machines dispensing drinks. The one 
with people has drinks at $20 and the 
one with machines is priced at $10 
– which one will people go to? The 
conclusion is unavoidable.
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Simple accounting concepts 
do the job for us – it’s capital 
expenditure (machines) versus 
operational expenditure (people). 
An iPad today costs around $800, 
it is portable, has a camera and a 
microphone; its equivalent in 1985 
was a supercomputer that was not 
portable, did not have a microphone 
or a camera and it cost $35 million. 

Machines (capex) are getting cheaper 
and will get so cheap that humans 
(opex) will not be able to compete. 
We refer to this today as ‘digital 
disruption’ and the human element 
as ‘technological redundancy’. 
Approximately 10 percent of the 
Australian retiring workforce are 
rendered redundant in their 50s with 
a further 25 percent forcibly retiring 
due to ill health.2 Both trends may  
be expected to accelerate over 
coming decades.

The creative class: this group of 
workers is sometimes referred to 
as ‘knowledge workers’ and are 
employed across industries involved 
in technology, arts, professional 
services, education and medicine.  
To economists, the creative class are 
a mobile factor of production. In other 
words, the creative class use their 
brains to make a living (as opposed 
to their hands) and are mobile insofar 
as they can effectively take their 
brains anywhere. 

The creative class effectively employ 
everyone else in the economy – they 
outsource the low value-add things in 
their life so as to concentrate on the 
higher value-add elements of their 
occupation or skills. This gives rise 
in the number of people employed 
in the service industries. Without 
the creative class, the service class 
cannot survive. There is an economic 
imperative in sustaining, attracting 
and nurturing the creative class.

In time, digital 
disruption will 
arrive to claim 
many of the 
service class jobs.
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In recasting Australian labour force 
data to mimic the classes Richard 
Florida has identified, we can see a 
clear articulation of the trends over 
my working life. In 1972 just 5 in 100 
people had tertiary qualifications in 
Australia, whilst when I graduated 
from University in the mid-1980s 
this had grown to 15 in 100. Today 
the number is 25 in 100 and this is 
expected to grow to over 40 in 100  
in coming decades.

The Australian labour force in our 
capital cities numbered approximately 
3.8 million people in 1981 with the 
majority working in manufacturing, 
construction, assembly and 
processing jobs. As more people 
graduated from university through 
the 1980s, combined with the 
offshoring of manufacturing jobs 
in the 1990s, the three dominant 

employment sectors made up one 
third of the workforce each in 1995 
at a combined 5.1 million workers 
or 1.7 million each. The Australian 
population had grown from 15 
million in 1982 to 18 million in 1995. 
From 1995 to today, 22 years on, 
the working class have grown their 
numbers by just 300,000 whilst the 
population has grown by 6 million. 
In the future, more of this work is 
expected to be done by machines. 
The creative class has almost 
doubled to 3 million workers. The 
service class has grown alongside 
the creative class as more and more 
chores are outsourced. In 2016,  
the Australian labour force in the 
capital cities numbers approximately 
7.5 million workers from a total 
Australian population of 24 million.

The creative class 
use their brains 
to make a living 
and are mobile 
insofar as they 
can effectively 
take their brains 
anywhere. 

Source: Deloitte Access Economics / ABS / Savills Research
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As mentioned earlier, we live in an 
increasingly connected world. It is 
estimated there are 6 billion mobile 
phones, three billion people have 
access to the internet and some  
20 percent of the world’s population 
live somewhere other than where 
they were born. A more borderless 
world is being born and the creative 
class or knowledge workers are best 
placed to take advantage of this new 
world. If you work with your brain, 
you are what economist’s term a 
mobile factor of production. Unlike 
farmers, miners and factory workers, 
the creative class are not wedded to 
place. The creative class can live and 
work anywhere, anytime. According 
to Richard Florida in his book ‘The 
Rise of the Creative Class’ there are 
three important factors in determining 
quality of place:

What’s there

Who’s there

What’s going on 
 

If the answers are nothing, no-one 
and nothing then clearly there are 
issues. However, there is more to 
this than meets the eye. Richard 
Florida and Gallup Polling conducted 
interviews with the creative class to 
determine what was important about 
place and they came up with eight 
critical factors:

Thick labour markets: Not just a 
whole lot of people doing the same 
thing but a large body of people 
involved in all sorts of creative work. It 
allows people to meet serendipitously 
with other people from all walks 
and create connections that add 
dimensions and depth to life.

Lifestyle: Think about what you 
enjoy doing in your leisure time. 
Hiking, cycling, photography, surfing, 
skiing, swimming, shopping. How 
much access do you have to these 
things, how expensive, how much 
time, what provision is there in 
proximity? You would be surprised 
how difficult some of the things 
we take for granted are in so many 
places in the world.

WHAT’S THERE WHO’S THERE WHAT’S GOING ON
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Social interaction: No point having 
lots of interesting people around 
if there is no way to meet them. 
Not only having communities with 
amenity for people to meet, but 
organisations that create networking 
events – private sector companies, 
lobby groups, associations – and 
public through schools, community 
groups, not for profit organisations 
– and community through 
neighbourhood organisations.  
What we then need is permission  
in the form of laws that allow the 
orderly gathering of people – lockout 
laws, and laws against the gathering 
of people work against this as do 
limits to trading hours.

A mate: Finding a mate is more 
difficult than you think. Take China 
for example, where there are an 
estimated 54 million more men than 
women. A monoculture such as 
Japan where the choice of a mate is 
limited. If you are gay, the choice of 
place gets very narrow indeed.

Scenes: What’s your scene – 
classic music, opera, rock n roll, 
jazz, movies, food, wine, comedy, 
sport, arts and culture? Cities and 
communities curate so many scenes 
but what permission is there? What 
sponsorship – private or public?  
What tolerance is there?

Identity: We all have one – several in 
fact – whether we like it or not. After 
the Second World War it probably 
wasn’t great to be German. When 
we go overseas we are Australians, 
when travelling in Australia we are 
from our city and when we are in our 
city we are from our suburb. These 
are our identities, and it is from these 
identities that we pigeonhole and,  
in turn, are pigeonholed.

Diversity: Wrapped up in diversity  
is tolerance. It is about people feeling 
accepted for whoever they are with 
as little judgement as possible – 
punks, goths, hipsters, hippies, 
yuppies, families, men, women, 
children, clothes, attitudes, beliefs. 
Diversity and the permission to be 
who you want to be is extremely 
attractive to people.

Authenticity: Disney is not authentic 
in Hong Kong, Tokyo or Paris, but is 
authentic in California. Likewise, I can 
see the Eiffel Tower, the Pyramids 
and sail on a gondola in Las Vegas, 
but it is not authentic. Authenticity 
is about creating, curating and 
maintaining something that is unique 
and so fundamentally unique as to be 
authentically of the population.

Thick labour 
markets

Scenes

Lifestyle

Identity

Social 
interaction

Diversity

A mate

Authenticity
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The built   
environment
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Richard Florida in his book ‘The 
Rise of the Creative Class’ writes, 
“The real economic growth comes 
not from population growth, but 
from improvements in productivity. 
The gold standard for measuring 
productivity is economic output per 
capita… this not only challenges the 
notion that population growth is a 
proxy for economic growth; it puts 
the lie to development strategies that 
encourage population growth as an 
end in itself. A rising population can 
create a false illusion of prosperity…
around housing construction and  
real estate development…” 3 

If we, in Australia, want to attract  
and retain the best and brightest then 
we ought to build communities that 
reflect the eight factors identified by 
Richard Florida as being important to 
the creative class.

Over one billion people currently  
live in slums around the world.  
They generally look like the below 
no matter where you go – South 
America, Africa, Asia or India. What 

struck me about this photo was not 
just the abject poverty, the destitution 
and desperation but also that they 
had turned their back on the water 
because it is a sewer. If the water was 
clean, the real estate facing it would 
be at a premium (as was and now is 
the case in Melbourne and Sydney).

However, the most striking aspect in 
this photo is the fact that, left to their 
own devices, the people built a park. 
Where space is at a premium these 
people had curated a small piece of 
paradise in the middle of the squalor. 
Guess where the most expensive 
real estate here is? These people do 
not have private gardens, front yards 
or back yards; they have effectively 
pooled all of that into a communal 
space which has a value greater than 
the sum of its parts.

Concrete jungles that are being built 
all around the world in greenfield and 
brownfield sites have no great future 
because they continue to ignore the 
fundamentals of cities – they are  
for people.
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Master planned cities, communities 
and precincts often fail to take 
into account what makes a built 
environment awesome. Taking the 
work of Richard Florida and Jane 
Jacobs and applying it to cities, 
communities and precincts reveals 
a lot that is found wanting in the 
thinking behind development and 
planning today. The crushing blow 
usually comes in the form of single 
use precincts designed around 
car based cities. I know from my 
extensive travels around the world 
over five decades that in cities of 10 
million or more, cars do not work. 
Centralised workplaces divorced 
from where people live do not work 
either. Gated communities of rich and 
poor often develop divides between 
haves and have nots. Inequality of 
opportunity becomes entrenched, 
stigmatised and institutionalised.

Open public spaces need to be 
smaller and more frequent than the 
sprawling park envisioned in the 
city above. The public and private 
built environment needs to form a 
symbiotic relationship to complement 
each other rather than clash. A single 
use is to be avoided at all costs. If 
we think of the built environment in 
human terms then cradle-to-grave is 
a good yardstick by which to gauge 
success. If we begin and end with 
hospitals, that’s a good start followed 
by childcare, kindergarten, primary 
school, high school and tertiary 
education. We then look for retail 
amenity, entertainment, public and 
private services, jobs, and finish with 
accommodation. Not just one style 
of accommodation but everything 
catering for singles, couples, families 
and aged care. Finally, let’s make  
it walkable.
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A city of the future might look 
something like this. Old, new, tall, 
small, public, private, open spaces, 
trees, people with children, business 
people, tourists, young, old, bicycles, 
public transport, no straight lines, 
nooks, crannies, mystery, adventure, 
permission, diversity, tolerance, scale.

For the first time in human history,  
the world’s population is getting a 
choice about where they want to live 
and, increasingly, having the means 
to affect that choice. So, where in  
the world will people choose to live  
if they have the choice? We must 
build Cities of the Future.
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