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INDEXED ESCALATION, already a fac-
tor in labor contracts, service
agreements, social security pay-
ments, and other areas, is now mov-
ing steadily into rental and leasing
agreements for business office and
other commercial industrial prop-
erties. Recent changes in real estate
market conditions resulting from
basic national and local economic
forces have spotlighted indexed esca-
lation of rent adjustments as a poten-
tially major factor in commercial leas-
ing.

Periodic rent escalation (some-
times in the form of cost-of-living ad-
justments on short-term leases) has
become standard practice over the
past decade. But potential in-
stitutionalization of indexed escala-
tion in long-term office and other
business property lease transactions
portends a substantial transformation
in traditional lessor-lessee relation-
ships and commercial leasing prac-
tices throughout the country.

Advocates of indexed escalation
have initiated its use mainly as a
means to protect the purchasing
power of their future income flow.
Several different indices have been
used for this purpose, including the
consumer price index, the personal
consumption expenditure deflator,
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