Advances in Politics and Economics

ISSN 2576-1382 (Print) ISSN 2576-1390 (Online)
Vol. 8, No. 1, 2025
www.scholink.org/ojs/index.php/ape

Original Paper
Artificial Intelligence and Urban Economics: An Observational
Study on Labor Market Transformation and Commercial Real

Estate Dynamics

Yushun Shen'”
! Shanghai High School International Division, Shanghai 200231, China

* Corresponding author email: ys3898@columbia.edu

Received: August 26, 2025 Accepted: October 11, 2025 Online Published: October 24, 2025
doi:10.22158/ape.v8nlpl107 URL: http://dx.doi.org/10.22158/ape.v8nlp107

Abstract

This study combines current observation of empirical literature and current labor market data to assess
the multi-dimensional impact of Artificial Intelligence (Al) on the urban labor markets and the
resulting effects on the commercial real estate markets. The study show cases a multi-dimensional
perspective by evaluating how the polarization of labor triggered by Al, the wage inequality triggered
by skills sets and the emergence of anywhere working are changing the urban economic landscape. It is
noted that the effect of Al is felt disproportionately on high skill, urban based jobs which has led to a
re-evaluation of the traditional office requirements and further development through suburban working
models and workplace hybrids. The study documents a defined geographic redeployment of the
economic activity with major implications for the urban form and function. The concluding outcome of
the study is that mitgating the negative effects and realizing the potential require an integrated
multi-valued stakeholder response. The study offers evidence based suggestions for urban planners,
investors and governments to develop the appealing, integrated and inclusive urban economic milieu
during the period of AL
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1. Introduction
The global economy's incorporation of Artificial Intelligence (Al) is the ultimate societal evolution,

redefining the very nature of city-based life. As Wisskirchen et al. (2017) point out, the introduction of
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Al is introducing both disruption and historical uncertainty, causing widespread disruption to sectors
where the sources of knowledge have been traditionally concentrated, namely urban agglomerations
(AI Revolutionizing Industries Worldwide, 2024). Whereas considerable work exists examining the
direct effect that Al has had on the structure of work (Chui et al., 2023), an important void still exists in
the study of the secondary spatial and economic effects, most specifically for commercial property
markets.

This article fills this void with an observational study tracing the connection between labour market
alterations driven by Al to their terms for commercial property markets in urban settings. Instead of
making use of one theoretical approach, this study integrates empirical evidence from varied modalities
such as government reports, studies by academics, and industry studies to make an expansive
comprehension of the nexus between Al-urbanism.

Led by key questions derived from the research, this research answers:

o How is Al currently influencing and set to influence labour markets in the city?

o How will all this influence traditional, urban-oriented employment generating demand for
commercial office buildings?

o What have the principal parties, namely investors, developers, urban planners been able to do to
effectively counterbalance the negative effects?

By synthesizing evidence from varied sectors and geographic settings, this article provides an

integrated approach to the future of work and the future city during the age of AL

2. Literature Review—Ai’s Labor Market Impacts

2.1 Exposure to Occupation and Risk in Automation

In 2017 by Frey & Osborne, it was the earliest understanding of the automation potential according to
the work. This was by predicting that 47% of all US work requires extensive automation risk: they
waged a Gaussian Process Classifier on the 702 jobs. They synthesized workplace activities to be
routine and non-routine and manual and cognitive, placing their strongest emphasis on transportation,
logistics, office work, and production jobs.

This report by the government of the UK (2023) was revised with regard to the Al effects alone and
states, “Professional occupations, most of all finance, law, and business management, are more exposed
to AI”. This is indeed a very important evolution from the earlier studies on automation because it
largely depicts the capability of Al to perform what have been considered safe cognitive work (The
White House, 2016).

2.2 Geographical and Sectoral Differences

Al’s effect is enormously different from geography to geography. The UK report (2023) indeed says,
“The highest exposure for workers to Al is for those in the South East and London, while the lowest is
for those office workers in the North East.” This is a reflection that the high-value knowledge industry

is high agglomeration in the world city with thus the most active reconstruction of city labor markets.
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Sectoral breakdown also has the same patterns. Finances and insurance have the greatest exposure to Al
followed by information technology, professional services, and education (Datarails, 2024). That
sectoral profile shows where the impact from Al will be most noticeable, that is, in those sectors of
cognitive labor that have some information economies in work-all sectors that have been the tradition
base for demand for urban offices.

2.3 Augmentation vs. Replacement

It is important to note the automation of work versus replacement of work in discussing the impact by
Al on the labor market. Current assessments (UK Government, 2024; McKinsey & Company, 2023)
tend to agree that automation by Al is more likely to supplement human work than be replaced by
complete work in the short run. However, this supplementing actually changes the fundamental
requirements that skills will be the new need of digital competency, data interpretation, and

management with Al while repealing thinking activity.

3. Methodology—Observational Synthesis

From systematic literature review, this scheme will then move to peer-reviewed journals and
government reports to industry reviews of themes around Al-labor market interaction and urban
economic effects. Then, through cross-country data comparison: examination of labor market studies
across different geographic contexts, such as the United Kingdom, United States, Canada, and Hong
Kong region to distinguish persistent patterns from contextual changes. There will also be a sector
analysis performed focusing on intersectoral differences in exposure to Al and their effects on territorial
structures and demand for buildings. Finally, it will adopt stakeholder view integration of
recommendations from variegated backgrounds just like urban planning writings, property business
commentaries as well as economic policy reviews (Niu, 2018). This multi-factorial approach makes
research possible to uncover strong patterns, notwithstanding considering challenges regarding

contextual specificity and observational research limitations.

4. Labor Market Transformations

4.1 Skill Polarization and Wage Effects

The growth of generative Al tools (gen Al) is explosive. Within a year since these technologies have
been released, nearly a quarter of surveyed C-suite executives conveys their personal usage of gen Al
to assist their work (Abril, 2022). Naturally, with increased involvement of Al, human labor will be
greatly affected. Goldman Sachs estimates that around 7% of the occupations will be replaced by Al,
63% will experience an increase in productivity with the help of Al (primarily high-skilled workers),
and 30% will not be affected. Domains that are the most likely to be crowded out by Al include
manufacture, transportation, and accounting sectors, which are mostly jobs with less education required.
In Japan, almost half of the population will have to reequip themselves with new skills to find a new

job. Since Al has different influences on low-skilled workers and high-skilled workers, it will be
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reasonable to discuss them separately (Agarwal, et al., 2022).
Al’s abilities to perform complex tasks acts as a complement towards high-skilled employees’ work

and will result in an increase in efficiency and productivity.
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Figure 1. Al-driven Productivity Shift for High-skilled Labor

As shown in Figure 1, with the assistance of Al, the productivity of high-skilled workers will increase,
meaning that the marginal revenue product of labor will increase, resulting in an increase in demand of
high-skilled workers. Therefore, the quantity of high-skilled workers increases and there will not be
significant unemployment with high-skilled workers. When AI has the ability to do low-skilled jobs,
human labor and Al become substitutes inputs. Al brings structural unemployment as it displaces lot of
low-skilled workers. This is due to 1. low demand for low-skilled labor as AI’s involvement with
higher productivity (David & Summers, 2025), and 2. The skills they have could not support them to
find new jobs in other rising industries like Al-related companies. Structural unemployment not only is
economically inefficient but will also give rise to various social problems. For example, it will fuel
social unrests as people are not able to afford their basic needs and experiences a dramatic decrease in
living standards. Furthermore, structural unemployment will lead to increased inequality in the society.
This inequality can be seen between low-skilled workers and high-skilled workers as low-skilled
workers are more likely to face unemployment and replacement by Al while high-skilled worker can be
benefited from complementing with Al to increase their productivity. Combining the negative effects of
the social issues, it is reasonable to say that without government intervention, market failure will occur.
For those in the labor market who are willing but failing to find a job, their abilities are not put into

optimal use to generate output. Negative externalities brought by the large-scale replacement of human
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labor need the help of government interference to shift to the socially optimal position.

4.2 Evaluations of Different Government Policies

To address the massive amount of structural unemployment due to the impact of Al, the government
can providing unemployment welfare for eight months, and when the unemployed worker finds a new
job, the government will stop giving welfare to him/her. Unemployed welfare benefits unemployed
workers in many aspects. First, it enables unemployed workers to sustain basic living conditions after
they lose their source of income in the short period (EY, 2024). Second, it allows workers to fully
employ their time on adapting to the new market since the workers will not worry about the basic living
problems. However, some workers may voluntarily quit their jobs to get the free welfare. But this
won’t be the main state under this policy because first, the policy will only last for eight months. And
second, under the stage where Al is constantly replacing people’s jobs, voluntarily quitting is a risky
choice, so only a very small number of workers will choose to do this (David, 2015). Overall, with the
guarantee of short-term living standards and the opportunities to the unemployed ones to find new jobs,
unemployment welfare is a valid policy.

Another policy is to set an effective minimum wage on the labor market. The benefit of this policy is
that it ensures workers’ income despite the pressure of Al replacing human labor. This means that the
employees cannot lower workers’ wages even though Al is much more efficient than human labor. On
the contrary, the establishment of a minimum wage exerts a decrease in the number of workers
employed, because the cost of hiring labor increases compared to the market without the minimum
wage. Since low-skilled workers are relatively substitutable with Al the increase in the wage of
low-skilled labor shifts the demand towards human labor further to the left, which enlarges the

unemployment rate. Therefore, minimum wage isn’t a valid policy to reduce unemployment.
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Figure 2. Labor Market Response to Reemployment Training and Policy Intervention

According to the neoclassical school of thought, structural unemployment can be managed by
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maximizing the allocation of human resources through reemployment training and job intermediation
services. Using big data, governments can quickly analyze growing occupations into which they could
funnel workers. The government of Australia used big data to understand quick changes in the labor
market, complemented by traditional sources of data that helped them understand broader labor market
trends. Governments can focus on improving materialistic techniques as well as opening specific
courses about lifelong techniques such as leadership, multilingual communication skills, and basic
programming courses to embrace artificial intelligence. With the training, more workers could re-enter
the labor market, increasing the supply of labor. According to Figure 2, an increase in supply of labor
would result in a higher equilibrium quantity, which reduces unemployment. Overall, job training can
give the unemployed ones to gain the skills required to find new jobs and have stable income in the
future, which makes it a valid policy.

Some economists suggest enacting per-unit taxation on the usage of Al, and the taxation rate will
decrease over time. The methodology behind this policy is that since Al and low-skilled human labor
are substitutes, the increase in the price of Al leads to increasing demand towards human labor, which
results in more employed workers and higher wages. The diminishing taxation is to find a balance
between innovations and development with stability and unemployment. In the previous years, the
destruction Al brings to the low-skilled industries is too overwhelming, so high taxation promises
social stability and high levels of employment; in the subsequent years, new markets related to Al will
gradually become mature and create more job opportunities, and low taxation can also fuel
development and novel technology. Therefore, the gradually decreasing taxation on Al can protect the
industries in the short term and allows new industries to fully develop, which makes it a valid policy to
implement.

4.3 Cost-Benefit Analysis of Using Unemployment Welfare, Job Training, and Taxation Together

4.3.1 Benefits

In the labor market, Al and low-skilled workers could be seen as substitutes as both are capable of
completing repetitive tasks. Taxing the firms thus increases their cost of using Al and would shift the
demand curve for human labor to the right. By monetarily discouraging companies to employ Al, more
people could keep their jobs and reduce the unemployment rate.

Social welfare provided to those that suffered from structural unemployment can help maintain a
satisfactory level of living quality and leave more time for workers to find new occupations (Frey &
Osborne, 2017). It is ensured that households facing a loss in income is still able to sustain sufficient
resources to survive. Psychologically, this will also comfort them and minimize public irritation when
going through the transition to a new form of labor market. Instead of focusing on their negative
emotions, the unemployed could put time and effort in attaining new skills that will enhance their
abilities and thus be able to find a job in a shorter period.

Training provided to the unoccupied citizens could help them secure stable jobs. As previously stated, a

major aim of offering social welfare was to allow those unemployed to spend this time on improving
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their personal abilities to better fit the new labor market through training. These training sessions will
center around skills needed to be competent to manage a new job despite the vast changes (Konczal,
2025). In the ideal situation, the implementation of these training sessions will be able to earn them a
new position in the labor market and possess a quality life, potentially benefiting from the emergence
of AL

4.3.2 Costs

The government will have to bear a heavy budget in order to achieve the policies previously presented.
Most directly speaking, the government will have to pay for all the welfare provided, which sums up to
a large number as structural unemployment is overwhelming. The costs of analyzing new sectors and
skills needed in the new environment and hiring teachers to carry out the training are all on the
government (Hiring Lab, 2024). Spending such a large sum of money could disrupt previous
government operations.

Productivity that could be achieved with full employment of Al is no longer feasible because of the
implementation of taxation on AI (McKinsey & Company, 2023). AI’s development in the current stage
is capable of bringing higher productivity to the economy. However, if Al is discouraged to maintain a
more stable unemployment rate, productivity needs to be sacrificed.

Innovations will also be reduced since firms are less incentivized to further develop the Al technology.
Less people will be invested in conducting deeper research as Al usage is not encouraged in the market.
This decrease in research and development will cause a lag in the technological skill for the country in
this promising field.

4.4 Cost-Benefit Analysis of No Government Intervention in the Long Run

After the three policies are introduced in the short run, the market gradually transforms and in the long
run. Taxation on Al usage will gradually decrease to zero as the taxation policy describes, all
companies can freely adopt Al in their daily routines. This will lead to increasing usage of Al in
companies, and all workers can benefit from AI’s efficiency. Creative destruction, according to
Austrian economist Joseph Schumpeter in 1942, is the “process of industrial mutation that incessantly
revolutionizes the economic structure from within, incessantly destroying the old one, incessantly
creating a new one”. In this case, new opportunities in Al-related industries thrive as “old” companies
in transportation, accounting, and manufacturing fall. The new opportunities compel entrepreneurs to
invest in it, creating jobs for unemployed workers (National Association of REALTORS®, 2023). With
most unemployed workers returning to the workforce, unemployment welfare and short-term job
training will not be implemented in the society. The labor market will become stable, in order to
maximize the growth and productivity, no government intervention is suggested in the long run.

4.4.1 Costs

One cost of not intervening the market is leaving unemployed workers at risk. Even after being
educated to perform new Al-related jobs, there can still be some workers that remain unemployed.

Without harsh regulations, including limiting the maximum number of workers that can be dismissed
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on Al usage, a certain number of employers are still at risk of unemployment.

Privacy issue is also a dilemma if no government interventions are made. Companies may adopt Al
technology from foreign countries, for example, ChatGPT in the US. However, all the private
information in the companies might be collected and saved by the AI. This will harm both domestic
companies and the government since most programs contain restricted business information and
governmental plans.

4.4.2 Benefits

A benefit of stopping the government from interfering the market is to save expenses that would be
used for unemployment welfare and temporary job training. The government can manipulate the excess
budget for more influential programs, including promoting education, providing a better healthcare
system, and funding Al industries (Brent, 2024). All of these three programs suggest a promising future,

while efforts made to prevent structural unemployment in the long run are inefficient.

Philips Curve
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Figure 3. Short-run and long-run Phillips Curve interpretation

According to the Phillips curve in Figure 3, in the short run, the unemployment rate and inflation rate
are inversely proportional: the opportunity cost of lowering unemployment is rising inflation, and vice
versa, so the government can influence the unemployment rate in the country. On the other hand, in the
long run, the Phillips curve is demonstrated as a vertical line, indicating that in the long run, the
unemployment rate is fixed (Wisskirchen et al., 2017). Thus, it is hard, or even ineffective at all, to
reduce the unemployment rate through applying policies. It proves that the government should mainly
focus on other programs.

Another reason supporting the government to not interfere the market is that interference prohibits
development and efficiency. If the government decides to regulate the usage of Al, companies will

experience inefficiency because they cannot use Al freely in their production. A worker who is assisted
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by Al performs significantly better than ones without Al. As a result, the economy’s maximum output
will not be achieved with the restrictions on the usage of AL. On the other hand, if Al can be freely
utilized, overall productivity and technological advancements will thrive, which will lead to faster
development of the economy.

Another benefit of no intervention is that a market without intervention incentivize investment, whereas
government interventions discourage entrepreneurs from investing in the market because of the high
taxation on Al (Liu, 2024). Without taxation, profit earned by Al industries will be maximized. More
entrepreneurs can produce at the profit-maximizing point, which compels investment in the Al sector.
More investments contribute to the growth of GDP, a crucial factor determining the economic growth
of a country.

After analyzing the costs and benefits of not intervening the market in the long run, the benefit of no
intervention exceeds the cost of it. Without intervention, industries in the Al sector can fully and
efficiently develop Al technology for broader usages, the government can save expenses for other
programs, and entrepreneurs have incentives to invest in the AI market. However, even with
intervention, which aims to reduce unemployment, structural unemployment is irresistible and the
devotion in unemployment welfare mismatches its insignificant affect. Therefore, no government
intervention should be applied in the long run.

4.5 The Change of Labor Market in the Long Run

As the speed of development accelerates, job requirements become more complex and specialized. Al
will undoubtedly replace the monotonous duties, like analytics. But Al will not replace creativity or
decision-making. Therefore, we can conclude that the work requirements in the long run focuses on
giving artificial intelligence instructions, if working in an Al-related company, and creative thinking in
a marketing company. The marketing sector can effectively use Al to gather and process data such as
consumer behavior (how they browse material, reply to affiliate marketing offers, and engage with
content and social media posts). Taking it a step further, Al can automatically contact clients or
prospects who display a particular behavior. The utilization of technological tools, platforms, and
analytics allows for this type of behavior targeting (Fernandes & DMello, 2025). This example
summarizes the work requirements of a typical market that intersects with artificial intelligence.

With the new education system and the new work requirements, the introduction of new technology
such as industrial robots, machines, and algorithms will broaden the scope of work and increase
productivity. In addition, since Al does not need to rest or entertain like human, workers can give
instructions to the Al (Smith, 2023), and Al can work at night or when workers are having rest. This
brings us to our expectations for the working duration of a typical worker per day/week. Since Al
boosts marginal productivity, it can be certain that workers are more valuable since they can create
more value than before, which means that there is higher demand towards the labor in the long run
(Green, 2023).

According to Figure 4, wage rate will increase with the increase in demand. With the increase in wage
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rate, two effects influence the labor supply decision: the substitution effect and the income effect. At
some point, the income effect becomes stronger than the substitution effect, and the labor supply curve
bends backward. This means that workers will work fewer hours as the wage increases further. Workers
will tend to work less during the day. However, Employers will still hire them because workers will use
Al to fill the space of work. Since there will not be a decline in production, a virtuous cycle is to be

concluded.

Labor Market i the Long Run
Wage Rate

Q1 Q2

Figure 4. Long-run Labor Market Adjustments under AI Adoption

As computerization and digitization prompt present occupations to adapt and new professions to spawn,
the composition of skills required to satisfy them changes (Baker, 2023; Gleeson, 2024). Government
should focus less on repetitive skills like memorization of specific concepts and focus more on
fostering creative thinking and innovation skills to better work with Al in the future since these are the
skills that will not be replaced (Shapiro, 2023). These necessary competencies, from critical thinking to
digital literacy, have been explored in considerable detail by Canada 2067, the World Economic Forum,

and other agencies.

5. Implications On Commercial Real Estate

5.1 Remote Work Transformation of the CBD

Normalization of remote working and hybrid model is the most direct transmission link from labour
changes driven by artificial intelligence to commercial property markets. As professional,
administrative, and management work becomes possible out of the office environment, demand for the

traditional office space reduces. New Inc Magazine (2024) records the “Effect of Working from Home
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on the Office Market”, reporting falling vacancy rates and corporate movement toward open-office
strategies.

The re-transformation puts the economic model of the Central Business Districts (CBDs), that have all
traditionally benefited from the agglomeration of the white-collar workforce, under deep challenge
(Maral et al., 2022). With decreasing commuting density, corporations are making their office
footprints more rational, toward smaller but more versatile headquarters buildings with better-designed
collaboration spaces (Owen, et al., 2023). The phenomenon is most dangerous for Class B and C office
buildings, that are too poor in amenities and technological support to compete even in the shrinking
market (Ahmed et al., 2022).

5.2 Re-distribution of Economic Activity

The geographic re-dispersion of economic activity is being driven by changes due to labor-induced Al
Research showing that generative Al’s effects can re-capitalize existing tech hubs while generating new
geographic patterns of specialization supports this trend (Muro, 2025). This can be seen in two
prominent trends:

1) The Sub-Urbanization of Intellectual Work: Based on the high cost of rents in urban centers, some
technology and research activities are moving to suburban hubs or secondary cities. This has generated
demand for academic-like facilities in these hubs.

2) Hub-and-Spoke Office Models: Corporate live and research in distant offices has become the policy
in many businesses, who still have traditional skyscraper offices but have opened up smaller satellite
office facilities in satellites or secondary cities.

The health of the commercial real estate market is affected by the health, especially retail and
hospitality rents, in the CBDs (Cramarenco, Burca-Voicu & Dabija, 2023). At the micro-level that
individual work decisions (like working at home) have macro-spatial consequences. Less offices means
less patronage of nearby restaurants, convenience stores, health clubs and cleaning establishments. This
is not good for all service businesses, since finishing offices makes them less attractive to employees of
other businesses, thus bolstering the practice of working at home. The thriving ecosystem which
supported the classical CBD begins to rot, depriving not only office uses but retail ones in the urban
centers of their value.

These spatial changes affect both historic CBDs into mixed suburban business hubs and innovation
districts.

5.3 Service Industry Spillover Effects

The feasibility of the urban business center is completely dependent on the daily occupancy of office
space. A decrease of occupancy in the CBD has negative spillover effects on the secondary service
businesses—restaurant, retail, personal service—dependent upon foot traffic from the office workers.
The result is a downward spiral: failed business locations in the CBD are less desirable, which negates
all arguments for location of work had in the past (Bill, 2024). The mutually dependent ecosystem that

was responsible for great urban business centers has been violently shaken by the dislocation of many
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properties simultaneously.

A city's policy reaction to Al (macro) has direct implications for its commercial property future. A city
that spends significantly on Al R&D with no concomitant investment in social welfare cushions and
retraining (as witnessed in the trade-offs noted by Huang Xu et al., 2024) will encounter sudden labor
polarization. This will result in dual commercial property markets: high-end demand for luxury home
stock and boutique office stock for the high-skilled haves, and commercial area decline based on the
mass-middle-class workforce. Alternatively, an inclusive policy-pronounce city will encourage
diversity and stability in the economy to sustain a resilient commercial property market.

The development of the Al industry itself generates demand for high-specialty office and laboratory
space, frequently located in innovation districts. As the obsolescence of routine-intense back-office
activities diminishes demand for the commodity suburban office park stock often that contained them,
the labor market's core-periphery segmentation is reflected in the property market too: prime,
well-positioned, technically sophisticated "core" properties will maintain their value, but "peripheral"
secondary properties are under substantial re purposing involvement pressures.

The collective of micro-level decisions—to work out of the home, to be trained for a digital job, to
open home businesses—fundamentally changes urban land uses. The need for home offices changes the
design and value of the homes themselves. The need for usable workplaces pushes the growth of
co-work centers in neighborhoods. These behavioral changes, shielded by the individual's stock of

human capital and market position, are the humanly-explained causes of the macro-level changes in

property.

6. Stakeholder Adaptation And Strategies

6.1 Recommendation to Urban Planners

Progressive urban governance demands proactive approaches to the urban impacts of Al. Encourage
mixed use development: Move from single-use zoning to encourage mixed use neighborhoods with
residential, commercial, and recreational uses, resulting in districts that are not so sensitive to the
changing demand for office space. Enable adaptive reuse: As too recommended by the White House
report (2016), government should partner with educational institutions and businesses to provide
retraining programs that are affordable and accessible, especially to employees needing those retraining
because they hold vulnerable positions in the workplace. This is a direct investment in human capital,
which intends to adapt the micro-process. Develop regulatory schemes which make obsolete office
buildings amenable to alternative uses: residential, learning centers, medical facilities, and
end-of-PHASE-logistics facilities. Invest in digital infrastructure: Provide for full broadband coverage
and smart city technologies to provide the underpinnings for work patterns based on distribution, and
digital economic inclusions.

Support Workforce Transition: Create systems of lifelong learning, retraining vocational programs, and

social safety nets that will allow workers to adapt to changing skill needs (Xu & Dong, 2024). The
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industrial policies that stimulate Al innovation will also need to have the consideration of social policy
for their main negative effect would be loss of jobs by those with no skills and those depressed
individuals it is such areas that must be used for means of social welfare by governments i.e. definite
need for social welfare gains and mobility assistance and in the incomes of workers etc.

The current investment strategy characterised by a significant over-exposure to traditional office
property has compounded deleterious fragility into property holdings. This fragility is exacerbated by
structural shifts in employment pattern, encapsulated by the entrenchment of hybrid and home-working
employment models and activity-supplanting of clerical work by technology (Yu et al., 2021). To
diminish this concentration risk and effectuate improved long-term portfolio fragility, a radical change
in investment policy is required. This shall require a prolific disposal of property holdings wed to
obsolete operational models, and a strategic diversion of funds into property segments reflective of the
potent synergetically-enhanced growth stemming from underlying technological and demographic
macro-trends.

Specifically, life sciences real estate to accommodate the burgeoning biotechnology and pharma
industries driven by Al-fueled discovery and genomics; mission critical digital infrastructure, such as
data centers, which are the physical substratum of the cloud computing and big data economy; state of
the art logistics and warehousing facilities recodable by automation and Al optimized supply chains;
and technology-enhanced living units of various types conducive to a digitally native workforce. The
adjustment is a step beyond diversification and moves to a proactive syncing of your real estate
holdings with the basic sources of future economic productive capacity.

A model of continuous changeability, being an adaptable built form which constitutes a constantly
changeable dynamic and upgradeable platform is required to ensure long-term asset sustainability and
to fulfil the constant changing demands of the market. This requires an obviously combined forced
marriage of forward-looking design principles and the latest contemporary digital infrastructure in the
new build set and the strategic refurbishment of the old building stock (Muro et al., 2005). This is
particularly necessary in order to create conformable and changeable strictions of modular and
convertibility in the use of moveable partitions and flexible floor plates, producing propelling
multi-purpose spaces easily capable of re-proportioning to accommodate changes in tenant usage and
to extend the functional and economic lives of the asset. Also the buildings require an infusion of
digital integration enabling seamless connectivity facilitator mutual digital utilities connected through
their own strictions enabling a legal global digital infrastructure which should consist of types of digital
infrastructure, e.g., a fibre-optic type infrastructure as with an in-house wireless infrastructure capable
of performing the function of a “digital placenta” enabling a smart building operation, IoT ecosystems
and data-based operational enhancement. Finally, the design programatics will need to be ideated with
a special concern ensuring to impart human capital by designing environments which promote
collaboration, creativity and chance connection as opposed to the attributive serendipity some design

incursionations would admit of, the modern building playing a role in society which makes necessary
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recognition to its determined importance exceeding that of a mere workplace container, since
essentially the design climatic output of changeability lies emphasis of stress in the need involved for
the culture, the connection, and the creative productivity generated by them.

A historical evaluative factor has given way to a critical reassessment of the parameter whereby
accessibility to the CBD was elevated, and quickly. Location-value determinants now march away from
a crude geographic centralisation model to a higher order model whereby place-based qualities are
examined in an holistic context. Investors, correspondingly, must now favour ability of product located
within environments presenting high “Quality of Place” attributes, a composite postulate with high
predictive value on talent attraction and retention, not to say long-run urban vitality. The new paradigm
has high regard, in respect of its locational considerations, for areas with diverse and stable economic
underpinnings which stand to benefit from a number of growth orientated industries, such as
technology, education and health care and whose economies are commensurately less susceptible to
cyclical failure, or at best, correction. Further, high premium is placed on dynamic amenity and
experience attributes which result in a varied mix of green spaces, retail opportunity, culture institutions
and recreation facilities, resulting in a rich live-work-play environment which is far more
multidimensional than diurnal.

Lastly, a continued high degree of multi-modal transport connectivity is paramount, albeit it is now not
simply access to a CBD, but rather as efficient region-wide public transport networks, major arterials
and micro-mobility enabling infrastructure that increases accessibility and reduces dependence on car
transport. The locational value in the new paradigm is intimately tied to the locational ability to create
and provide a desirable productive human experience, a substantial replacement for the fossilised
heuristic of simple radial proximity to a historical urban core.

6.2 Corporate Implement Suggestion

As large users of space, corporations have to redesign their method of physical workspace. For instance,
create purpose-driven offices to reclassify work environment to prioritize shared work, culture
development, and intangible functions that are hard to reproduce virtually. The other suggestion is
construct hybrid work models work to develop versatile work models that synchronize remote work
advantages with the importance of face-to-face interaction, maximizing space usage while upholding
organization cohesion. As well, corporations should invest in employee development and implement on
CSR, accommodate workforce adjustment by investing in up-skilling initiatives, digital skills
development, and career changing. Corporations have a social responsibility to support workforce

through transitions.

7. Conclusion
This study of the interaction between Al and urban economy incorporated a complex and multifactor
type of transformation in the labor market, spatial pattern, and real estate functions. Evidence is

pointing at existence of accompanying trends of skill polarization, geographic agglomeration, and

120
Published by SCHOLINK INC.



www.scholink.org/ojs/index.php/ape Advances in Politics and Economics Vol. 8, No. 1, 2025

workspace evolution, all of which jointly challenge established urban morphology and urban
operations.

The central message is that Al is both a disrupter and shaper. Disruption of previous labor market
structures and disruption of urban spatial configurations; shaping new work geographies, new
configurations of workplaces, and new linkages between economic functions and physical location, but
there is no disruption of labor market polarization, uptake of remote work, and spatial restructuring that
allowed for the rewriting of the urban economic common sense. The glaring ones are possible
increments of inequality, depreciation of formal property holding through conversion, and disturbance
of urban service systems. The challenges provide an opportunity to generate better, flexible and
equitable urban conditions (Nafi, 2023). To navigate this transformation will require the forms in which
this trio: technological transformation, economic transformation and spatial transformation,
inter-influence each other.

Policymakers, planners, investors, and business leaders must band together outside of sectoral solutions
to design integrated strategies to cope with the systemic implications of urban Al. Strategies should be
to devote funds to the development of human capital, effectuate flexible urban form, achieve economic
diversification, and establish social safety nets that will assist workers through innovation.

The urban centers that will succeed in the age of Al will be the ones that think of technological
innovation as one to be resisted rather than one to be coped with through the cooperative energy of
government, strategic investments, and tending toward overdevelopment. The urban societies will be
able to enjoy the advantages of Al, and it will assist in using the adaptability and innovativeness of
classes of interrelated industries to supplant the shocks indicated, resulting in cities that are fairer and

better, stronger.
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