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 Government occupies around 600 000m2 of offi ce space state wide, and spends over $100 
million a year on offi ce space in the Perth metropolitan area alone. For agencies it is often 
the second largest single expense after staff costs. 

 Equally importantly, it is the place that the people who deliver public services spend most 
of their time, and the quality of their environment can make a major difference to the 
quality of service delivery. The work environment impacts staff morale, retention and 
productivity.

 The market for offi ce accommodation has, after years of high vacancy rates and low net 
rentals, tightened considerably with substantial rental increases in the past year. This 
places signifi cant upward pressure on the cost of Government offi ce space. In addition, 
many Government owned offi ce buildings are ageing and will require capital investment 
to provide high quality and effi cient workplaces in the future. 

 My fi ndings and recommendations focus on two key areas: Government needs an accurate 
view of current performance and to be able to track changes over time, to ensure that 
management and policies are having a positive impact; and secondly, the strategic planning 
process for Government offi ce space needs to be enhanced. 

 A narrow focus on economic effi ciency in this area would be misguided.  Government 
should place equal importance on effectiveness, and look to achieve the better staff 
morale, retention, productivity and communication that can fl ow from good workplaces. 
This means well designed offi ce space, not just an open plan design, but space which 
supports people working together to deliver high quality services. 

Auditor General’s Overview
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 Government occupies over 600 000m2 of offi ce space at a cost of $140 million annually. 
These costs are likely to increase substantially over the course of the next 18 months 
primarily due to a tightening of the market for offi ce space. Leases for approximately 
80 000m2 of Government offi ce space are due to expire in 2007, when the market for offi ce 
accommodation is likely to be at its tightest for 15 years. 

 In view of the overall and likely escalating costs of offi ce space, we: 

  assessed offi ce space provision on a whole-of-Government basis, with a particular focus 
on the Perth metropolitan area (as 90 per cent of Government offi ce accommodation is 
located in this area)

  analysed data on fl oor area, rent and outgoings (the costs of one-off facility upgrades 
were excluded) and the number of staff accommodated. This enabled comparative 
analysis of cost effi ciency across Government

  reviewed the management model and strategic planning process for the provision of 
offi ce space. 

 We found that the impact of offi ce accommodation policies is not effectively monitored 
and that decision-making is based on limited strategic planning. Our analysis indicates that 
Government offi ce space does not meet space effi ciency standards, with average space per 
person of 21m2, 40 per cent over the policy standard. Meeting the space effi ciency standard 
of 15m2 per person offers indicative savings of around $20 million per year, a reduction 
in offi ce space holdings of approximately 80 000m2 (a fl oor area that corresponds to 
almost four buildings the size of Dumas House). Achieving the saving will require close 
management, is likely to take a number of years and require some investment in fi t outs to 
generate recurring savings.

Key Findings
  Existing policies provide a sound basis for achieving effi ciencies, but the absence of 

regular monitoring of performance and policy compliance hampers the realisation 
of cost effi ciencies.

  There is signifi cant variation in the cost effi ciency of Government offi ce space, and 
most Government offi ce space does not meet the mandatory policy standard of 15m2 

per person. Our analysis suggests that there would be savings of at least $20 million 
per year if this requirement was met.

Executive Summary
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  The Department of Housing and Works (DHW) has begun to implement a strategic 
planning process, but the scope of cross-Government strategic planning for offi ce 
space remains limited, specifi cally in:

  identifying Government’s requirements

  ensuring that planning is comprehensive

  getting the right balance of leased and owned space

  identifying and managing risks, for instance exposure to market volatility and 
ensuring cost-effective asset maintenance.

  Adoption of open plan offi ce space is a core policy for improving effi ciency, and can 
enable more effective service delivery, but the extent of adoption of open plan space 
in Government is unclear.

Key Recommendations 
  DHW should gather and analyse reliable and comprehensive information on 

accommodation cost effi ciency and, at regular intervals, assess the impact of 
policy to identify and target opportunities for effi ciency improvements.

  DHW, supported by agencies, should seek to ensure that Government offi ce space 
more consistently achieves the mandatory occupancy density ratio of 15m2 per 
person. This would achieve effi ciencies and offset rising rent costs. 

  DHW should ensure its strategic planning includes:

  a comprehensive, bottom-up, longer term, defi nition of cross-Government 
requirements

  all Government offi ce space assets

  explicit coverage of the balance of leased and owned space

  identifi cation and management of risks. 

  DHW should better communicate the potential effectiveness as well as the 
effi ciency benefi ts of moving to open plan layouts and provide advice on key 
strategies to achieve this policy objective. 

Executive Summary ... continued
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Response by the Department of Housing and Works
 DHW generally supports the fi ndings and has provided more resources to its commercial 

property strategic planning and research function to assist in planning and data analysis. 
Individual agencies will need to provide DHW with reliable long term accommodation 
plans so that DHW can effectively plan whole-of-Government accommodation needs. 

 Reduction in staff density ratios to 15m2 per full time equivalent will take many years and 
will require substantial capital investment by Government in new offi ce fi t outs. Also, offi ce 
accommodation is not an off-the-shelf product and the preferred sized premises are not 
always available when required. It should be noted that Government offi ce accommodation 
includes many specialised functions that require additional space allocation above normal 
administrative offi ce use.
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How much offi  ce space does Government have and what 
does it cost?
 Government occupies over 600 000 m2 of offi ce space. This corresponds to approximately 

30 buildings the size of Dumas House. Government offi ce accommodation costs in excess 
of $140 million annually. Half of total Government offi ce accommodation is leased and 
half is owned.

 Over 90 per cent of Government offi ce space is in the Perth metropolitan area, with the 
main concentration being in the Perth CBD and East and West Perth precincts. In view of 
this, we have focused in this performance examination on analysing Government offi ce 
accommodation which is located in the Perth metropolitan area. 

 Offi ce space costs will increase in the near term primarily due to tightening of the offi ce 
space market. For about a decade, the market for offi ce accommodation in Perth was 
characterised by over supply leading to high vacancy rates, low net rentals and prevalent 
incentives. In the last 18 months, the market for offi ce space has begun to tighten with 
rising rents and reducing incentives. The increased demand for offi ce space has been 
fuelled largely by the State’s economic growth. 

 Leases for approximately 80 000m2 of Government offi ce space are due to expire in 2007, 
when the market for offi ce accommodation will be at its tightest for 15 years. The cost of 
re-leasing this offi ce space is likely, if current trends continue, to increase by around $10 
million. 

What is the administrative and policy framework for 
managing Government offi  ce space?
 In May 2004, Cabinet endorsed the Offi ce Accommodation Policies – A Guide to the 

Procurement and Management of Western Australian Government Offi ce Accommodation. 
The intent of these policies is to ‘ensure that government offi ce accommodation is provided 
as effi ciently as possible, while also enabling effective service delivery’.

 In accordance with these policies, the key principles governing Government decisions 
regarding offi ce space are: 

  fl oor area for new offi ces is determined according to a ratio of 15m2 per FTE

  maximisation of an open plan fi t out

  an agency may not acquire new offi ce space until the DHW is able to confi rm that 
accommodation cannot be met through vacant space in existing leased or Government 
owned accommodation

Government accommodation costs are 
signifi cant and likely to increase
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  agencies must meet all expenses associated with their accommodation, including rent, 
outgoings and fi t out from within their annual appropriation

  accommodation must meet sustainability and disability access requirements before a 
leasing commitment can be made. 

 The management of the Government offi ce space portfolio is divided – the Department of  
Housing and Works (DHW) manages all leased offi ce space and about 60 per cent of the 
Government owned buildings – those that are multi-tenanted. The rest of the Government 
owned offi ce space is managed by individual agencies who are the owners and sole 
occupiers of the buildings (Figure 1). In addition, DHW has responsibility for strategic 
planning and providing whole-of-Government corporate property advice. 

 The Government Offi ce Accommodation Working Group (GOAWG) exists to ensure a 
whole-of-Government perspective in managing the offi ce accommodation portfolio. The 
GOAWG comprises senior representatives from the Department of Treasury and Finance, 
Department of the Premier and Cabinet and Department of Housing and Works. The 
GOAWG evaluates offi ce space proposals (new leases, refurbishments etc) exceeding $1 
million, referred to it by DHW, and GOAWG makes recommendations to the Minister for 
Works who signs a lease or otherwise approves a proposal.

OFFICE SPACE 

Leased
Government Owned

Multi-Tenanted Owner Occupied

FU
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Asset Management
(eg maintenance, 
refurbishment)

Landlords DHW Individual 
Agencies

Policy Standards DHW DHW DHW

Strategic Portfolio 
Management

(eg leasing versus 
owning decisions)

DHW DHW Individual 
Agencies

Tenant Responsibilities
(eg payments, raise 

repairs)
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Agencies

Tenant
Agencies

Individual 
Agencies

 Figure 1: The current management model for offi ce space
 The current model involves a mix of centralisation and devolved control with ‘agency owned’ 

accommodation being excluded from centralised management at any level.  
Source: OAG
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 The Minister for Works executes all leases for Government offi ce accommodation 
under the Public Works Act 1902. Responsibility for the administration and planning of 
Government offi ce space has resided with the DHW since January 2002. Between 1998 
and 2002 the role was performed within the Department of Treasury and Finance; and 
between 1993 and 1998 within the Department of the Premier and Cabinet. 

What did we examine?
 To assess the effi ciency of Government offi ce space, we undertook the following activities 

as part of the performance examination: 

  assessed offi ce space provision on a whole-of-Government basis, with a particular 
focus on the Perth metropolitan area (excluding small offi ces attached to other types 
of facility, ie hospitals, schools) 

  reviewed the management model and strategic planning process for the provision of 
offi ce space

  conducted analysis on aggregate cost data for buildings and leases covering 394 134m2 
of Government offi ce space, with costs of $102 million annually

  conducted occupancy density and combined cost effi ciency analysis covering a 
268 556m2 subset of those buildings and leases, accounting for costs of $73.1 million 
a year (45 per cent and 52 per cent respectively of the total accommodation)

  reviewed interstate and international comparators covering other Australian states, UK 
and Canada

  consulted with specialist organisations.

 We used the approach depicted in Figure 2 to assess the cost effi ciency of Government 
offi ce accommodation. Cost effi ciency has two key drivers: space (m2) per person (Full 
Time Equivalent) and cost per m2. 

Government accommodation costs are signifi cant and likely to increase ...continued
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 Figure 2: Cost effi ciency of offi ce accommodation
 The fi gure presents the two drivers of cost effi ciency – space per FTE and cost per m2 – and 

three areas where improvement is possible.
Source: OAG

 Performance improvement is possible in three areas: area C, where both cost effi ciency 
drivers need attention, space in area B offers cost savings if space per FTE can be improved, 
and effi ciencies in area D will be driven by improvements in cost per m2.

 The rectangular box in Figure 2 represents an area of reasonable and consistent performance 
for offi ce space in terms of cost effi ciency – it is close to both the benchmarks for space 
per FTE and typical cost per m2. Securing effi ciencies depends on improving performance 
wherever this is cost effective but in particular by addressing signifi cant ineffi ciencies in 
the three sectors where improvement is possible. 
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Findings
  Existing policies provide a sound basis for achieving effi ciencies, but the absence of 

regular monitoring of performance and policy compliance hampers the realisation 
of available cost effi ciencies.

  There is signifi cant variation in the cost effi ciency of Government offi ce space, and 
greater compliance with policies would improve cost effi ciency.

  Most Government offi ce space is not achieving the mandatory standard of 15m2 per 
person in Government policy – our analysis shows an average of 21m2, 40 per cent 
above the standard. Achieving the policy standard could generate indicative savings 
of $20 million per year.

  There is no policy standard for cost per m2 of Government offi ce space to give 
assurance in decision-making and performance monitoring that costs are comparable 
with those achieved in other sectors, and to assist in identifying costly space.

Recommendations 
  DHW should gather and analyse reliable and comprehensive information on 

accommodation cost effi ciency and, at regular intervals, assess the impact of 
policy to identify and target opportunities for effi ciency improvements.

  DHW, supported by agencies, should seek to ensure that Government offi ce space 
more consistently achieves the mandatory occupancy density ratio of 15m2 per 
person. This would achieve effi ciencies to offset rising rent costs. 

  DHW should issue regularly updated standards for both running costs per m2 
and rentals based on cross-government and industry benchmarks.

Th e impact of current policies is not 
eff ectively monitored, hampering 
improvements in cost effi  ciency
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Th ere is limited monitoring of compliance with offi  ce space 
policies and their impact on cost effi  ciency.
 Policies for Government offi ce accommodation in WA set standards for occupancy density 

(m2 per person) and parameters for costs. There is only limited assessment of the impact of 
those policies through benchmarking and regular performance assessment and analysis.

 How much space a member of staff has in an offi ce – known as occupancy density – and 
the costs of a building (per m2) are widely used as key measures of the cost effi ciency of 
offi ce space and as the basis for comparative analysis. Combined they form an overall 
measure of cost per member of staff, which facilitates benchmarking and comparative 
analysis. 

 Performance in cost effi ciency varies signifi cantly
 Our analysis of Government offi ce space shows that there is wide variation in cost 

effi ciency, and that signifi cant cost effi ciencies are available – we estimate indicative 
savings of over $20 million per year based on the 268 556m2 of space covered by our 
occupancy density analysis. Improvements in the effi ciency of space usage (m2 per person) 
will be the main driver in achieving the savings. Scope also exists to reduce cost per m2, 
although the benefi ts may be more limited.  

 Achieving the savings will be challenging and will need close management. It is likely to 
take a number of years to generate the savings as opportunities arise when leases expire 
or agency needs change. Improving effi ciency of space usage may free up space in small 
pockets rather than whole leases, and careful management will be required to achieve 
consolidation, release space, and realise the benefi ts. Improving effi ciency will also 
require some capital spending, for instance for fi t out, which may not always be available, 
but represents an investment in recurring savings. Action will also need to be prioritised 
to focus on the greatest opportunities for savings, taking account of size and cost, utilising 
performance data such as that presented in our analysis.

 The results of our analysis, combining data on space per person and cost per m2, demonstrate 
a wide variation in offi ce space cost effi ciency as Figure 3 shows. 
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 Figure 3: Cost effi ciency of government owned and leased offi ce space
 There is signifi cant variation in cost effi ciency of Government offi ce space. The graph uses 

the policy standard of 15m2 per FTE. In the absence of a similar standard for cost per m2, we 
have used the average cost per m2. The cost per m2 data for the owner occupier space include 
running costs only and do not include a market rent or equivalent. This understates the cost per 
m2 of the owner occupier space. 

Source OAG Analysis

 The data used in Figure 3 and, subsequent analysis, also show owner occupier space as 
generally lower cost per m2 than leased or owned multi-tenanted space. This is largely 
because the cost data for owner occupied space includes only running costs, and not a 
market rent or equivalent, which is included for the leased and owned multi tenanted 
space. This understates the cost per m2 of the owner occupier offi ce space. This refl ects the 
cost structures for Government owned space, some of which is subject to a market rent, 
some of which is not.
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Th e impact of current policies is not eff ectively monitored, hampering 

improvements in cost effi  ciency ... continued
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Monitoring the impact of occupancy density policy

 Current occupancy density policy of 15m2 per person is 
comparable with other Governments and sectors

 One of the key policies for effi cient Government offi ce space is an occupancy density 
standard of 15m2 per person. Our review of national and international policies, benchmarks 
and case studies indicates that 15m2 per person is comparable with other State and overseas 
Governments, and with densities achieved in the private sector. 

 Research indicates that occupancy densities vary with industry sector or the type of 
services provided. For example, legal services tend to have occupancy densities around 
18-22m2 per person, accounting, fi nancial and administrative services tend towards mid 
range occupancy densities of 13-15m2 per person, and high density environments such as 
call centres can achieve 8-10m2 per person.

 WA policies state that meeting the 15m2 per person density should take into account an 
agency’s functional requirements and not hamper effective service delivery. This may 
result in some leases or buildings that do not achieve the 15m2 standard, whereas others 
may be below the standard.

 Few buildings are achieving the 15m2 per person policy and 
substantial savings could be made

 Most Government offi ce accommodation is not achieving the mandatory occupancy 
density of 15m2 per FTE, as Figure 4 shows. Our analysis showed an average occupancy 
density of approximately 21m2 per person, 40 per cent above the policy requirement. This 
is similar to the results of a 2005 survey by DHW of 107 000m2 of Government leased 
offi ce space in the Perth inner city area which calculated an average occupancy density 
ratio of 22m2 per employee.

 If all the space in our occupancy density analysis which is currently above the 15m2 per 
person standard met that standard, our analysis indicates that around $20 million per 
year could be saved, assuming constant average costs. This would equate to releasing 
approximately 80 000m2 of space, the equivalent of almost four buildings the size of 
Dumas House. This estimated saving arises only from the accommodation that is in our 
dataset, that is approximately half of the total accommodation.
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 Figure 4: Occupancy densities in Government offi ce space.
 The area under the curve between the 15m2 policy standard and the data points above the line 

represents the savings that could be made in our dataset if performance were to consistently 
refl ect the policy.

Source: OAG

 There will be variations in the speed with which the 15m2 standard can be achieved and, 
depending on physical constraints or the nature of the services delivered, some buildings 
may not achieve 15m2. To refl ect this, we also analysed the indicative savings if all the 
spaces in our analysis were to get within 20 per cent of the standard – an occupancy 
density of 18m2 per employee. We estimate that this could generate indicative savings of 
around $14 million (assuming constant average cost). 

 Our analysis also indicates that a substantial proportion of the savings may be realised 
from targeting a relatively small number of buildings which are large, have higher costs, 
and where space is ineffi ciently used. For instance, there are six buildings in our analysis 
that, if they were to achieve an occupancy density of 18m2 per employee, would each 
contribute over a $1 million in savings, and collectively could account for over $10 
million. 
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Th e impact of current policies is not eff ectively monitored, hampering 

improvements in cost effi  ciency ... continued
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 Better monitoring would help improve cost effi ciency
 The importance of occupancy density in driving the effi ciency of offi ce space makes it 

important that the performance of Government space be measured and tracked over time. 
Tracking over time enables the impact of policies to be assessed, and areas for improvement 
identifi ed.

 To date the performance of Government offi ce space in terms of occupancy density has not 
been fully assessed. There is no clear picture of how current performance compares to the 
standard, and no baseline from which to track changes over time. There are specifi c gaps 
in performance reporting:

  agencies are not required to regularly measure and report occupancy density for the 
offi ce space they occupy

  although DHW ensures new leased space is provided at 15m2 per person, it has no 
ongoing visibility of the effi ciency of usage of space over the life of lease

  DHW does not have access to, or receive regular information on, occupancy densities 
achieved by agencies who are owner occupiers of offi ce buildings, although the 
occupancy density standard applies to that space.

 In the absence of a performance baseline and regular reporting, the capacity of DHW to 
identify improvements in effi ciency over time and areas for further attention is limited. 
DHW is unlikely to have up-to-date occupancy density data for existing agency space 
when an agency requests additional new space, raising the potential that agencies may be 
using existing space ineffi ciently while being provided with additional space.

 To enable faster progress in achieving compliance with policy DHW, supported by 
agencies, should undertake a full data gathering and assessment exercise to:

  establish the current occupancy density achieved in Government offi ce space

  analyse the variation from the 15m2 per person standard, and how far there is to go

  prioritise the space that shows the greatest scope for effi ciency gains and for which 
specifi c strategies should be defi ned.

 Following the initial baseline exercise, agencies should report fl oor area and staff numbers 
by building or lease to DHW annually, and DHW should update its analysis and track 
changes in performance over time.
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Achieving greater consistency in cost per m2

 There are no specifi c standards for cost per m2

 Government offi ce accommodation policies do not provide specifi c standards for offi ce 
space costs. This limits the assurance in decision-making that Government costs are 
competitive, and can hamper effi ciency gains that may be available through greater 
consistency in costs. 

 The Offi ce Accommodation policies on grade of offi ce space and building sustainability 
ratings provide broad constraints on rent and some running costs: 

  Government departments should be accommodated in ‘B’ grade offi ce space (there are 
four grades – Premium to C). This defi nes a range of likely rental costs, although these 
will vary depending on market conditions.

  DHW require that all new leased space be in buildings with a 3.5 star Australian 
Building Greenhouse Rating (ABGR) sustainability rating. This refl ects, in part, the 
energy effi ciency of the building. This should provide some assurance that running 
costs for government space in those buildings will be less than in buildings with a 
lower rating.

 In addition to current policies, DHW should seek to provide more explicit standards for 
offi ce space costs, on the basis of cost per m2 as a practical comparative measure, and 
should regularly assess performance against the standards. This would:

  enable greater consistency in the costs of government offi ce space by identifying 
both costly and good value offi ce space, highlighting the areas to be targeted for 
improvement. Improvement may be achieved through either investment or disposal 
and replacement with alternative space

  provide greater assurance in the decision-making process that the costs of Government 
offi ce space are comparable with those achieved in the private sector, and that policies 
are having the desired impact and Government is operating effectively in the market 
place.

 These standards will vary according to factors such as location and grade of building and 
will also move over time to refl ect prevailing market conditions. 

Th e impact of current policies is not eff ectively monitored, hampering 

improvements in cost effi  ciency ... continued
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 Without standards, assurance on reasonableness of costs is limited
 Rent and outgoings costs per m2 vary signifi cantly across the portfolio of Government offi ce 

space. This may partly refl ect the incremental way in which the portfolio has been built up. The 
absence of policy based standards for these costs means that comparative analysis is limited to 
observations on relative performance within the portfolio rather than providing performance 
comparisons with external comparators.

 As an example we conducted a comparative examination of the outgoings costs of the Government 
offi ce space in the occupancy density OAG dataset. Outgoings include utilities costs, building 
services costs, rates, maintenance, repairs and minor works. We found that outgoings per m2 were 
$88 per annum for leased accommodation, $89 for multi-tenanted Government owned offi ce 
space and $187 for owner occupier offi ce space. This demonstrates two things:

  that owner occupier space appears more costly, and that this type of internal comparative 
analysis can highlight areas for further investigation and should be regularly conducted by 
DHW 

  the absence of properly derived policy standards makes it diffi cult to derive any assurance 
about whether any of the cost fi gures are competitive or reasonable. 
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Findings
  The Department of Housing and Works (DHW) has begun to implement a strategic 

planning process, but the scope of cross-Government strategic planning for offi ce 
space remains limited, specifi cally in:

  identifying Government’s requirements

  ensuring that planning is comprehensive

  getting the right balance of leased and owned space

  identifying and managing risks, for instance exposure to market volatility or 
ensuring effective asset maintenance.

  There are indications that better planning could enhance Government potential 
purchasing power for leased space.

  Adopting open plan offi ce design is a core policy for improving effi ciency, can 
provide a better working environment, and enable more effective service delivery, 
but the extent of adoption of open plan space in Government is unclear .

Recommendations 
  DHW should ensure its strategic planning includes:

  a comprehensive, bottom-up, longer term, defi nition of cross-Government 
requirements

  all Government offi ce space assets

  explicit coverage of the balance of leased and owned space and risk 
assessment.

  DHW needs to ensure better requirements defi nition and greater coordination in 
meeting requirements to maximise the purchasing power government has in the 
market place for leased space.

  DHW should better communicate the potential effectiveness as well as the effi ciency 
benefi ts of moving to open plan layouts and provide advice on key strategies to 
achieve this policy objective. 

Decision-making is based on limited 
strategic planning



AUDITOR GENERAL for Western Australia    21

ROOM TO MOVE: IMPROVING THE COST EFFICIENCY OF GOVERNMENT OFFICE SPACE

 DHW, based on their responsibilities under policy, have begun to implement a strategic 
planning process for Government offi ce space, producing a strategic plan for the Perth 
CBD (including West and East Perth) in July 2005. This represents a sensible start, but 
the process could be improved to ensure a cost effi cient whole-of-Government outcome. 
Primary areas for improvement include identifying Government’s requirements, ensuring 
that planning is comprehensive, taking a longer term view, getting the right balance of 
assets, and identifying and managing risks.

An accurate picture of future needs – the basis for better 
planning and more effi  cient outcomes
 The current process for identifying requirements allows individual agency needs to be met, 

but does not lend itself to effective cross-Government medium to long term planning and 
the provision of cost effi cient outcomes.

 Agencies notify DHW of their requirement for new offi ce space as and when the need 
arises, or where DHW identify an existing lease is expiring. The agencies provide a 
business case to support the requirement which DHW and, if the cost is over $1 million, 
the GOAWG assess these and proposed lease terms. DHW then fi nalise the lease to secure 
the required space, and the Minister for Works signs the lease. Figure 5 shows the process 
for providing agencies with offi ce accommodation.
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 Figure 5: The current approach to identifying and meeting offi ce space 
requirements

 The fi gure shows the piecemeal and reactive approach used to meet agency requirements for 
offi ce space.

Source: OAG 

 Under this process, requirements are notifi ed to DHW piecemeal and often with short 
timeframes (three months to move in). Consequently, DHW are reactive to individual, 
short notice requirements rather than being able to proactively plan across Government on 
a longer term basis. There is no bottom-up identifi cation of the Government’s core offi ce 
space needs over the medium to long term to provide the basis for strategic planning and 
decision-making.
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 One of the impacts of this approach is that Government has a large number of leases, in 
multiple buildings, of varying sizes and durations. These have been put in place to meet 
requirements as they arise. Cost effi ciencies may be available through consolidation into 
fewer, larger leases. This could also provide benefi ts to agencies who would be able to 
work together more effi ciently if consolidated into fewer or single buildings.

 Better planning and consolidation may also enable the fl exibility required to meet changes 
in requirements stemming from organisational changes which can occur frequently in 
Government:

  longer term and more comprehensive planning would facilitate retention of core space 
to meet core requirements with a margin of more short term space to cope with changes 
in individual requirements

  consolidation may also help to achieve a more generic and consistent standard of 
Government offi ce space, which would provide greater fl exibility to cope more cheaply 
with the ‘churn’ of offi ce moves associated with changes in requirements. 

 Achieving effective consolidation, however, depends on a better view of longer term core 
requirements and better cross-Government coordination. As part of the development of their 
strategic planning DHW should seek to defi ne core Government offi ce space requirements 
and the likely degree of fl exibility required to meet changes in those requirements. 

 To support DHW’s strategic planning, agencies should provide estimated requirements 
over a timeframe that matches the commitments inherent in securing offi ce space. The 
timeframe should be agreed between DHW and agencies but, as an indication, leases are 
typically between seven and 15 years whereas agencies tend to focus on a three year 
timeframe associated with budgetary planning.

Th ere are indications that better planning could improve 
Government’s purchasing power 
 Government occupies over 150 000m2 of leased space in the Perth inner city. If effectively 

coordinated, this potentially provides Government with signifi cant purchasing power in the 
leasing market. Effective coordination relies on effective defi nition of cross-Government 
requirements, which the current approach to identifying requirements does not provide.

 DHW’s options in meeting requirements cost effi ciently can be constrained by the way 
requirements are identifi ed, and the timeframes for providing the space. Depending on 
market conditions, DHW’s scope to secure the most suitable and cost effi cient space on 
the best terms may be limited with limited leverage to secure incentives or discounts.
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 The leasing market in inner city Perth has, until recently, exhibited high vacancy rates due 
to over supply. In this market offi ce space was relatively cheap and landlords provided 
incentives in the form of funding of fi t out costs equal in some cases to a 10 per cent 
discount on total rent, and Government has secured these incentives on many of its 
leases. 

 Recent increased demand and rapidly falling vacancy rates have increased rents 
substantially – by up to 35 per cent in the last year – and removed the need for landlords 
to offer incentives. This means Government will need to use its purchasing power to 
secure good deals in leasing space by achieving what discounts it can to rents. Key to this 
is to present to the market a consolidated requirement maximising, where possible and 
appropriate, the size and duration of lease agreements. 

 Analysis of the data we have collected indicates that Government may not be maximising 
its potential purchasing power in the leasing market place. Rents can be expected to vary 
by location and grade – which they do for Government space – and also by length and size 
of lease. There is no clear relationship between length or size of lease and rents, as shown 
by Figures 6 and 7.

 Figure 6: Rent per square metre by lease duration
 The fi gure demonstrates that there is no clear relationship between the duration of a lease and 

the rent per m2.
Source: OAG
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 Figure 7: Rent per square metre by size of lease (fl oor area)
 The fi gure shows that there is no clear relationship between size of a lease in m2 and the rent 

per m2.
Source: OAG

 In part, this is due to many existing leases including incentives in terms of fi t out costs 
rather than discounts to rents. However, the fragmented and reactive nature with which 
Government’s requirements are presented to the market place also does not enable 
Government to be sure it is making the most of its potential purchasing power.

 DHW, based on the outcomes of defi ning core longer term offi ce space requirements across 
Government recommended earlier in this report, should defi ne a strategy for presenting 
that requirement to the market which maximises Government’s purchasing power for 
leased accommodation. 

Strategic planning should cover all Government offi  ce space
 Although DHW control all leased Government offi ce space, they do not control all the 

Government owned space. Buildings which are owned and occupied by single agencies 
(owner-occupied) are managed by those agencies. Because of the split control, not all of 
the Government owned offi ce space is a part of strategic planning. 

 Not including owner/occupied assets reduces the capacity of the planning process to 
produce the most cost effi cient overall outcome for Government offi ce space because it 
excludes from consideration both offi ce space capacity and costs. The split in control of 
Government owned space is the product of the historical evolution of Government offi ce 
space and changes in responsibility for offi ce accommodation. 
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 Owner/occupied assets, in the Perth metropolitan area, account for around 80 000m2 of 
space at a cost of almost $15 million a year to accommodate just over 4 500 staff. Public 
capital has been invested in these assets, and they often have potentially substantial market 
values. These assets should be included in future strategic planning for offi ce space.

Getting the right balance between leased and Government 
owned space
 While there has been a general trend in recent years to lease rather than purchase or build 

Government offi ce space, the current balance between leased and owned offi ce space is 
the product of historical evolution rather than explicit consideration in strategic planning. 
This provides limited assurance that the current balance between leased and owned space 
provides the most cost effi cient way of meeting Government offi ce space requirements.

 Owning and leasing space both have advantages and selecting the right balance can drive 
cost effi ciency and manage risks. The balance should be based on analysis of the relative 
advantages and disadvantages in meeting requirements and managing risks. Advantages 
and disadvantages of leasing and owning include:

  operational fl exibility in terms of disposal or acquisition timeframes to cope with 
changes in requirements – leasing tends to offer greater fl exibility compared with 
owning property which has lengthy disposal timeframes

  owning property can reduce exposure to property market volatility

  building and owning requires substantial initial capital investment, but property can 
appreciate in value over time 

  in owning space Government retains compliance and management risks, which are 
passed to the landlord in leased space

  leased space is generally better maintained and has a more modern and effi cient fi t out 
than owned offi ce space.

 DHW’s CBD Strategic Plan notes that ‘there has never been a formal policy position 
adopted on whether the Government should have a preference for leasing or owning 
Government offi ce buildings’. An analysis of the relative cost effi ciency of owned and 
leased assets has not been conducted to support a formal policy and to identify the most 
cost effi cient balance of owned and leased space. 

 Government should explicitly consider, in its strategic planning, the balance of leased and 
owned space, based on relative cost effi ciency in meeting requirements, and the operational 
benefi ts that both may offer. For instance, our analysis indicates, that the outgoings cost 

Decision-making is based on limited strategic planning ... continued
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per m2 of some Government owned space is substantially higher than for leased space, but 
this is only one component of the analysis. The analysis of cost effi ciency should include 
the full costs of both types of space. For owned assets, this should include the cost of 
capital, return on capital and the benefi ts of releasing that capital. 

 DHW’s CBD Strategic Plan outlines a number of principles to guide decisions on the 
balance of leased and owned space, notably that: ‘Government should actively review its 
continued ownership of offi ce buildings in the Perth inner city to determine whether the 
return is acceptable given the prevailing opportunity cost of capital’. DHW should ensure 
that these principles are applied to all Government offi ce space as part of regular strategic 
planning.

Managing risks
 DHW’s strategic planning does not, at this stage, explicitly address existing and future 

risks and the strategies to meet them. There are also indications that DHW have inherited 
risks which are now being realised, which were not adequately identifi ed previously, but 
which do provide lessons for the future which DHW are learning.

 For example, one key risk DHW have to manage is exposure to the volatility of the property 
market. As an example, there will be a spike in lease expiries in 2007, including a number 
of the largest leases. This has coincided with a period of rising rents as the Perth offi ce 
space market has rapidly tightened. The consequence of this is likely to be a substantial 
increase in rents for those leases which, based on recent market evidence, could amount to 
$10 million. 

 Although it would have been extremely diffi cult to foresee the current steep rises in rents 
due to the State’s economic growth, the exposure to the market could have been better 
managed by spreading the lease expiries over a number of years. DHW identifi ed this issue 
as part of their strategic planning in 2005, and intend to avoid a concentration of lease 
expiries in future.

 There are a range of risks associated with providing Government offi ce space ranging 
from those relating to trying to meet changing requirements, to managing exposure to 
volatility in the property market, to ensuring compliance with standards and legislation, 
maintaining assets to a good standard and the impact of providing inadequate space on 
staff retention and productivity. Identifi cation of risks in these areas should be part of 
the strategic planning process to ensure appropriate risk management strategies can be 
developed.
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Eff ectiveness and effi  ciency – adopting open plan space 

 Improving effi ciency by changing offi ce space design
 The Government Offi ce Accommodation policies state that ‘open plan offi ce design is 

to be maximised,’ and adopting open plan design is a key instrument in achieving the 
occupancy density policy of 15m2 per person. DHW have found that moving to open plan 
and alternative workspaces is often resisted by agencies in favour of retaining enclosed, 
cellular offi ce environments. The extent of adoption is unclear as it is not routinely 
monitored or assessed.

 Retaining cellular offi ce space also results in space which is less cost effi cient in use of 
basic services and energy and is less adaptive to re-use and organisational changes, with 
higher costs to re-fi t. 

 Open planned space generally results in improved space effi ciency, and lower cost for 
electricity, security and maintenance and fi t out and are more fl exible in the event of 
organisational change. Open planned offi ces have better air circulation and light penetration 
and can offer a substantial improvement in the working environment for staff.

 Achieving and measuring effectiveness benefi ts
 Although offi ce space policy seeks to maximise the use of open plan space, it does so 

primarily on the basis of effi ciency benefi ts. National and international experience and 
research shows that changing to more open and fl exible work space can also have a 
range of effectiveness benefi ts, all of which contribute to effective service delivery, and 
include:

  increased productivity and reduced absenteeism

  staff attraction, satisfaction and retention 

  leveraging staff knowledge and skills through improved communication and 
teamwork

  responsiveness to business and technological change

  greater innovation and creativity in the workplace.

 Although the effectiveness of offi ce space is more diffi cult to quantify than effi ciency, it 
can be measured using surveys, performance indicators, benchmarking techniques and 
assessment tools. For instance, the Balanced Scorecard approach can measure the benefi ts 
and value of good offi ce space by setting targets across four perspectives – fi nancial, 

Decision-making is based on limited strategic planning ... continued
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business processes, customers and human capital. Alternatively, the Offi ce of Government 
Commerce (OGC) in the UK has identifi ed a range of criteria that collectively provide 
a view of a building’s effectiveness based on workplace productivity, environmental 
sustainability and management practices, with methods for assessing them.

 Poorly done open plan space can be counter productive, resulting in an environment that 
staff do not adapt to and which adversely affects effective service delivery. Recognised key 
success factors in transitioning to more open environments include staff involvement and 
communication, clear leadership at senior level, clear goals, close involvement of Human 
Resources in supporting new working practices, and utilisation of enabling technologies. 

 To broaden the successful adoption of open plan space, DHW should:

  better communicate the multiple benefi ts of moving to more modern offi ce space 
layouts and highlight the key success factors in planning and transitioning to more 
modern offi ce space layouts

  establish a mechanism to measure and track offi ce space effectiveness. 
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Research / Case Studies Source Main Theme 

Western Australia

Perth Offi ce Space Use Survey 2005

WA Property News

Property Council of Australia – WA 
Division

Current Perth CBD property market, 
including leasing costs, incentives 
and vacancy rates.

Other State Jurisdictions

Total Asset Management Policy

Workplace Guidelines

Offi ce Accommodation Strategic 
Plan

NSW Treasury;

NSW Department of Commerce;

NSW Government Asset 
Management Committee 

Comparative research

Victorian Government Offi ce 
Building Standards Guidelines 
(2001)

Victorian Government Offi ce 
Accommodation Guidelines (2005)

VIC Government Property Group, 
Department of Treasury and Finance

Comparative research

Government Offi ce Accommodation 
Management Framework 

Strategic Asset Management 
Guidelines 

The Department of Public Works, 
QLD 

Comparative research

Premier’s Circular PC018

Government Guidelines for Space 
Usage 

Department of the Premier and 
Cabinet, SA; Government Offi ce 
Accommodation Committee

Comparative research

Whole of ACT Government Offi ce 
Fit out Guidelines.

Accommodation Strategy and 
Leasing section, Property Branch, 
Department of Urban Services, ACT 

Occupational Health & Safety, ACT

Comparative research

The Dollars and Sense of Green 
Buildings 2006 

Green Building Council of Australia Sustainability 

Environmentally Sustainable Design 
guide for Australian Government 
buildings – Feb 2006

Australian Government Department 
of the Environment and Heritage 
website

Sustainability

New working practice and offi ce 
space density:  a comparison of 
Australia and the UK

Journal of Facilities Management; 
Volume: 21 Issues: 13/14; 2003 
Research Paper. Author: Clive M J 
Warren

Offi ce space density and new ways of 
working.

National Offi ce Accommodation 
Benchmarking Report 2004-2005

The Government Real Estate 
Group (GREG), sub-committee 
of the Australian Procurement and 
Construction Council.

Benchmarking

Appendix A: Research and Case Studies 
Reviewed
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International

Canada

‘Way Forward’ initiative

Departmental Performance Report

Estimates report on Plans and 
Priorities

Managing resistance to change in 
workplace accommodation projects

Accommodation Management 
Directorate, Real Property Division 
of the Department of Public Works 
and Government Services (PWGS 
website)

Property management improvement 
plan for Canadian Government.

USA

Improving organisational 
performance by exploiting workplace 
fl exibility

Journal of Facilities Management; 
Volume: 1 Issue: 2; 2002 Research 
Paper. Author: Franklin Becker

Workplace performance and planning 
– reduced costs and increased 
fl exibility while maintaining 
or enhancing organisational 
effectiveness.

Measuring the performance of 
innovative workplaces

Journal of Facilities Management; 
Volume: 1 Issue: 2; 2002 Research 
Paper. Authors: Stan Kaczmarczyk 
and Judi Murtough

Workplace performance 
– measurement to evaluate and 
compare evolving workplace 
approaches.

United Kingdom

Better Measurement Better 
Management 2006

Route map to Property Asset 
Management Excellence – 
Consultation Paper 2006

Property Benchmarking Project 
OGC/51, Final Report for Pilot 
Phase, 31 October 2005

‘Working without Walls’ (an insight 
into transforming government 
workplace)

OGC Workplace Productivity 
Measurement

Flexible working in Central 
Government (leveraging the benefi ts)

Offi ce of Government Commerce 
(OGC) – UK

OGC and IPD Occupiers UK

OGC and DEGW Consultants – UK

OGC and University of Reading 
– UK

Benchmarking

Property management

Workplace redesign/leveraging the 
benefi ts

Workplace productivity measurement

The impact of offi ce design on 
business performance

The Commission for Architecture 
and the Built Environment (CABE) 
and British Council for Offi ces 
(BCO)

Service Delivery / Business 
Performance

An alternative use of space in 
government accommodation

Journal of Facilities Management; 
Volume: 20 Issue: 1/2; 2002 
Research paper.  Authors: David 
Pugsley and Barry Haynes

Workplace redesign
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Research / Case Studies Source Main Theme 

Netherlands

Costs and benefi ts of fl exible 
workspaces: Work in progress in The 
Netherlands.  

Journal of Facilities Management; 
Volume: 22 Issue: 9/10; 2004 
Research Paper. Author: Theo J M 
van der Voordt

Cost Benefi t Analysis

Switzerland

Offi ce Building Effi ciency and 
Capacity Benchmarks

Journal of Facilities Management; 
Volume: 23 Issue 1/2; 2005 Research 
Paper. Authors: Christian Stoy, 
Susanne Kytzia

Benchmarking

United Arab Emirates

The art of space management 
– Planning fl exible workspaces for 
people

Journal of Facilities Management; 
Volume: 4 Issue 1; 2005 Research 
Paper. Author: Jon Steiner

Planning / Management of 
Workspace
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