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TECHNOLOGICAL INNOVATIONS SAVE YOU MONEY

In this newsletter, we offer two articles that show how new technologies are making cost reductions in the home as well as the office. You can even get tax breaks! Open-plan offices offer amazing flexibility and huge cost savings, so check it out!

‘Tis the Season for Going Green

Going green not only conserves natural resources, it can also save you money, and not just because your costs are reduced. The energy-efficiency tax credits signed into law last year are now in effect. These credits are available to consumers for the purchase and installation of energy-efficient appliances and products, as well as the purchase of fuel-efficient vehicles.

The tax credits allow consumers to reduce their tax bills on a dollar-for-dollar basis. According to the U.S. Department of Energy, consumers who purchase the most fuel-efficient vehicles could reduce tax liability by up to $3,400, and those who install certain products like energy-efficient windows, insulation, doors, roofs, and heating and cooling equipment in the home can receive up to $500 off their federal tax bill.

Several specific tax benefits for a home include:

* $150 for installing a highly efficient furnace or boiler.

* $200 for installing energy-efficient windows.

* $300 for installing a highly efficient central air conditioner, heat pump or water heater.

* Up to $2,000, or 30 percent of the cost, for the purchase of solar water-heating equipment, which does not apply to equipment used to heat swimming pools or hot tubs.

Businesses may be eligible for credits if they:

* Install qualifying solar equipment.

* Manufacture energy-efficient appliances like dishwashers, washing machines and refrigerators.

Refer to the U.S. Department of Energy for details.

Up and Coming Office Design has Arrived

Many of today's office designs and layouts are shifting from a sea of cubicles and right angles to open formats, thanks to advances in mobile technology.

The biggest trend changing the entire work environment is technology—wireless technologies, in particular. This new generation of workers has grown up totally on computers, so they are much more mobile. Therefore, workspaces can become more fluid, dynamic and flexible.

Open offices commonly house multifunctional, wireless, shared spaces. They are typically designed with lower-paneled workstations and common rooms, rather than corridors and private offices. They involve modular furniture and, often, more natural light.

While the open-office concept is not new, advanced technology offers more efficiency and inventive functions than ever before. Large public corporations and small private firms alike are clamoring for such spaces, and real estate managers are realizing the advantages of these open layouts.

The Space Needed is Less and Less

Over the last five years, the average office space per employee has shrunk by more than 20 percent. The average rentable square foot per employee is currently estimated at 190 square feet.

However, with alternative work strategies, the average rentable square foot per person might be reduced further to between 100 and 150 square feet, resulting in long-term savings for tenants. For instance, transitioning from a 100 percent closed, hard-wall office to a 50 percent closed, 50 percent open environment may increase the functionality of the workers while cutting costs.

The two greatest costs of any company are salaries and compensation, and real estate costs. Adopting an open design can allow you to scale down thousands of square feet or fit more people into the same square footage. If you can reduce your real estate costs, you're reaching into the big numbers.

The office market in general has transitioned to a one-third hard-wall and a two-thirds open-office ratio. The tremendous movement occurring at corporations, with their hiring spurts and downsizing, spurred the need for flexibility, and in turn, open-office spaces.

Embracing an open office design really changes the whole landscape of how you deal with contraction and growth at companies. The flexibility gives you a lot more opportunities to make changes internally without having to move, which again, saves money.

How Technology Makes it Possible

Such a shift in office design stems from vast advances in more compact and mobile technology. The widespread use of laptop computers, wireless technology and voice communications available over the Internet, (referred to as “voice-over-internet protocol,” or VoIP) has increased flexibility and openness in offices. Thus, sharing conference rooms and unassigned workstations is gaining popularity because people can set up virtual offices almost anywhere.

Open-office workstations are centered on a wired workstation spine—the central axis and chief support of the workstation. Spine connections eliminate the need to provision individual offices, and they can accommodate a variety of easy-to-change workstation setups.

Many offices have transitioned from having individual walls to having a spine powered with a series of components that can be readily and flexibly arrayed. People are moving away from the rigidity and isolation that goes along with individual offices in order to gain a higher degree of collaboration and flexibility for both work and space purposes. The more flexible spine with workstations concept really meets those needs.

The constantly shrinking size of computer hardware has also played a major role in open-office design. The proliferation of flat screens has had the biggest impact on workspace size. The use of flat screen monitors enables companies to save space by furnishing the area with 120-degree, boomerang-shaped workstations, rather than 90-degree corner units.

Using 120-degree workstations can drastically increase the number of workstations capable of fitting on a floor or, instead, decrease the amount of space needed overall. 

Replacing space-consuming file cabinets with electronic databases is another technological development contributing to better utilization of space.

To best utilize the square footage you have, you want to make it more for your people than your stuff, which is what new technology often does. Of course, people are using technology not just for storage but for the accessibility of information.

Building Infrastructure must Adapt

Building owners and managers must realize that advanced electronic and telecommunication technology requires the presence of the physical building elements to support them.

One significant building advance is a raised floor system housing all the data, phone and electrical cabling – historically stored in ceiling trays. Underfloor systems can benefit real estate managers because they smooth the transition from tenant to tenant. Modern carpet paneling atop underfloor systems enables a company to remove floor coverings easily and gain access to the underfloor to reconfigure cabling if necessary.

Raised flooring gives you access to cabling and power, and allows tenants that have a lot of change in their people and space requirements and to accomplish the needed shifts in infrastructure efficiently, quickly and for little cost.

Advances in acoustic technology systems have also paved the way for effective open-office space designs. Raising the heights of workstation panels never really increased privacy or reduced surrounding office noise, as initially intended.

White noise technology, which emanates low-frequency sound throughout the office via a sound system, is often a good solution. Fiberglass ceiling tiles can also manage noise levels. Sound masking can cost approximately $1 per square foot.

The biggest paradox in workspaces is that people usually want to collaborate, but on the other hand, they also want acoustic privacy. When you put those two things together you usually have a combination that is exclusive. A lot of times white noise technology really is a good solution.

Relax.  Open Office Spaces Benefit the Owner Too

While advances in mobile technology are making the open-office trend much more viable, people still want – and need – to come into the office, and the trend is not indicating a slowdown in the office market.

You would think you would see less of a need for space, over time. The opposite is often the case; these new technologies just provide different and more flexible uses of space. As a result, real estate managers in the office sector can embrace, rather than reject, the open-office concept and the mobile technology making it tick. Companies that employ a modular environment are not necessarily leasing less space, because these companies are growing and may actually need more space. They are just using their space more efficiently.

One common challenge facing property managers is wiring and rewiring the spaces for new corporate tenants' technology needs. But because open-office spaces are in high demand, they are often more appealing to prospective tenants and actually require less preparation for new tenants.

Typically, a tenant is responsible for pulling the cable and wiring out when leaving a space, but with the new wiring systems, a property manager will often make an agreement with a tenant to leave enough slack in the line for the next tenant, which means the tenant need not totally remove their wiring configuration. That makes the space even more attractive because the tenant saves money when rewiring the office.

A lot of companies are renting these open-office spaces as-is. Ultimately, that means more money to the landlords because they don't have to put as much money into it for each new tenant. Landlords may only have to carpet, paint, clean and perhaps rework the reception area. That is why open spaces are easier and cheaper to manage.

What About Real Estate Investors?

More money going into real estate managers' pockets sounds ideal, but investors are also concerned in this equation. Investors must consider how much they will have to spend to keep up with innovative design and advanced technology.

Both the build out and operation of open-office spaces cost less when there is an open design. A hard-wall plan will probably run real estate investors between $22 and $23 a square foot because of excess materials like drywall, doors, hardware and light systems, while an open plan can be built for $16 per square foot.

Modular furniture systems and technology are the two highest costs associated with open-office formats. Technology, however, is also one of the highest costs of running a hard-walled office.

Of course, changing everything about the way a company works, and designing offices accordingly, can be costly. If a company overhauls its hard-walled space – considering HVAC, zoning issues and electrical complications – the costs of designing an open office can run high.

The initial cost to accommodate this new way of working may be a little bit more expensive, but you save in long-term flexibility. The churn and movement of employees costs more when the office design is not an open format.

Open offices offer huge value and huge cost savings. If you need to hire four employees, you could have four cubes up, wired and ready to go. It is buying flexibility and peace of mind that you have the ability to contract and expand. Technology not only promotes the open-office format, but it is also crucial for effectiveness. The key is not just the physical environment and space, it is the support and services that go along with that. If you can get that piece, the rest of it falls into place.
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For more information regarding this article, please contact Michael Coretz at mailto:Michael@cretucson.com
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