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Ways of working changed. Alternative workspaces are becoming popular. January 30, 2017

Keeping workers and improving productivity are urgent matters facing companies in Japan; labor shortage
from the aging population and decline in working-age population is a nationwide problem. More companies
are starting to allow employees to be flexible on where and when they work. If this trend goes on, it will impact
the office space demand. For example, not only the required size of office but also the preferred location and
the way of using the office space will be different in the future.

Xymax Real Estate Institute started a regular survey on the use of office space and ways of how people work.
Based on the survey, we examine the impact of the trends on the office space demand. The study of new ways
of working and alternative workspaces from our first survey is covered in this report. For the office demand
trend part, please read the other report released on January 12, 2017.

Summary of Survey Results: New Ways of Working and Office

1. Initiatives on New Ways of Working (Page 2 - Page 5)
Companies that hire more are more positive. Different industries take different approaches.

Figures 2 and 3
More than half of the companies made mobile working available for employees.
Large companies with more employees are more positive in allowing different ways of working.
Mobile working is popular in manufacturers while hot-desking offices and work-from-home
programs are popular in telecommunication industry.
Top management took the initiative (62%).

New ways of working were started aiming to improve productivity (65%).

2. Alternative Workspaces Year-on-Year Change (Page 6 — Page 7)
Largest progress over the year was work-from-home program (7.0%). Use of mobile-work office (not
the main office, not the home) started in the past year (4.4%). Different workspaces are becoming

more available. Figure 6

3. Office Strategy - Intention and Focus (Page 8 — Page 9)
There are not only traditional personal desk areas but also refresh spaces and hot-desking areas.
Companies showed intention to have strategies that allow employees to work away from the

main office such as working from home or use of mobile-work office. Figure 9

4. Office Strategy - Concerns (Page 10)
Cost-control related matters dominated the top concerns. Companies worry that improving the office

is costly and its cost efficiency is unclear. Figure 11
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1. Initiatives on New Ways of Working

v" More than half of the companies made mobile working available for employees.

v' Large companies with more employees are more positive in allowing different ways of working.

v" Mobile working is popular in manufacturers while hot-desking offices and work-from-home
programs are popular in telecommunication industry.

"Reform the way we work" is a top priority of the Japanese government. It contains a wide range of issues such
as reducing the long hours of work and narrowing the pay gap. In our survey, companies were asked about
availability of the new ways of working at their current office, in connection with the use of office and the
personnel system that give the employees more choices in where to work (Figure 1).

More than half of the companies have already made available the mobile working (work away from office with
IT tools) and the video/online conference system ("for all the employees" and "for some employees" combined,
the same applies hereafter). This was followed by "set a 'no overtime-work day' and reduce long-hours of work"
(48%), which is also one of the important topics in "reform the way we work". Work-from-home programs are
available at 15% of the companies; it is 31% if combined with "discussed now or near future".

Figure 1: Progress in Company's Approaches to New Ways of Working (Single answer) (n=1,124)
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(*1) Team desking: Desk areas designated for use by a department or a team. The members can use any of the desks within the area.
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Which Companies Are Seeing More Progress in New Ways of Working?
Companies that are making progress in adopting new ways of working have some tendency.

One is the number of employees hired by the company. The larger the number of employees, the more likely
the company has adopted most of the new ways of working except for the side businesses (Figure 2).

The other one is the type of industry. In manufacturing companies, a high percentage of companies made
mobile working available for employees. In telecommunication companies, high percentages of companies
adopted many of the new ways of working, with a particularly high rate for hot desking offices and work-from —

home programs (Figure 3).

Figure 2:

New Ways of Working

(Available for All Employees + Some Employees)
by Number of Employees per Company
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Figure 3:

New Ways of Working

(Available for All Employees + Some Employees)
by Industry of Company
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v' Companies' initiatives on new ways of working were started because it was decided by top
management (62%).

Regarding the new ways of working in Figure 1, we asked the companies how the initiatives have started. Over
half of the companies said it started following the decision by top management (62%), which topped the list
followed by it was "necessary to respond to the changing needs" (34%). A bottom-up initiative such as the

initiatives started by on-site staff did not reach 30% and stayed at 26% (Figure 4).

Figure 4: How the initiatives on new ways of working started?
(Multiple answers) (n=1,062)

0% 10% 20% 30%  40% 50%  60% 70%

Decided by top management _ 62%‘
Necessary to respond to the changing needs _ 34%
Proposed or requested by employees _ 26%
Decided by general manager, etc. _ 15%

Necessary for business development || 13%

Because other companies were doing. - 8%
Used their case as reference.

other || 2%

Not answered [l 8%
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v' As purposes of taking initiatives on new ways of working, the highest percentage of companies said
the initiatives aim to "improve productivity" (65%).

Those related to improvements of work environment ranked higher than cost-related matters.

We asked the companies what are the purposes of working on new ways of working. The most popular
response by companies was to "improve the productivity" (65%). It was followed by "motivate employees"
(51%) and "achieve work efficiency" (51%), and then by "reduce long-hours of work (work overtime, work extra
day)" (40%) (Figure 5).

Other purposes related to improving the work environment followed: "achieve work-life balance” (34%),
"achieve better communications between employees" (30%), and "promote well-being of employees" (25%).
They ranked higher than the cost-related matters such as "reduce travel cost such as time and transportation
cost" (17%) and "reduce office occupancy cost" (16%).

Figure 5: Purposes of Taking Initiatives on New Ways of Working
(Multiple answers) (n=1,062)

0% 10% 20% 30% 40% 50% 60% 70%
Improve productivity G S
Motivate workers ~ | EEEG_— 5%
Achieve work efficiency _ 51%
Reduce long-hours of work (work overtime, extra day) _ 40%
Achieve work-life balance I >4
Achieve better communication between employees _ 30%
Promote well-being of employees _ 25%
Make the office more comfortable _ 23%
Improve customer satisfaction _ 22%
Support workers' childcare and eldercare _ 19%
Reduce travel cost (time and transportation cost) _ 17%
Reduce office occupancy cost _ 16%
Focus more on recruiting _ 16%
Achieve workplace diversity (women, elders, foreigners) _ 16%
Reduce employee turnover rates _ 15%
Reduce office space and achieve efficient use _ 12%
Promote innovation and create new business — 11%
For Business Continuity Plan (BCP) _ 10%
Arrange office in line with corporate reorganization - 6%
Adjust size of office in line with headcount change - 4%
Other I 0%
None in particular I 3%
Not answered - 7%
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2. Alternative Workspaces Year-on-Year Change

v" Over the past year, "work-from-home programs" (7.0%), "provide branch offices an environment
equivalent to that of main office" (5.7%) and "use of mobile-work office™" (4.4%) showed particular
progress among other alternative workspaces.

Companies are starting to allow employees to use multiple workspaces.

Figure 6 is a graph showing the alternative workspaces made available by companies other than the main
office and what they added or expanded over the past year. Each bar shows the current availability, and the new
addition or expansion is shown within the bar and colored light blue.

In the alternative workspaces available now, the branch offices > topped the list at 23.8%. In the year-on-year
changes, the work-from-home programs saw the most progress over the past year. The graph shows that the
use of mobile-work office™ was started or expanded at companies in the past year. This means that companies
have just started taking initiative in making it available.

Figure 6: Alternative Workspaces Made Available by Company
Now and Year-on-Year Change
(Multiple answers) (n=1,124)
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(*2) Company's branch office, etc.: Branch offices or similar kinds of the company. The company provides an environment equivalent to that
of the main office

(*3) Other company's office: Affiliated companies' offices, clients' offices, partner companies' offices or any other such offices where
employees are allowed to use.

(*4) Mobile-work office: Offices near terminal stations in a city center where employees use for a short period of time. Such offices are
equipped with environment equivalent to that of the main office. The examples of this type of office include the serviced office and
shared office operated by other companies.

(*5) Satellite office: Offices in regional or local areas where employees work for long hours. Such offices are equipped with environment
equivalent to that of the main office. This type of office can be those set up by the company or set up and operated by other

companies.
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The breakdown of Figure 6 by number of workers per company shows that large comipanies are more likely to
allow the use of branch offices equipped the same as the main office and the use of satellite offices (Figure 7).
In year-on-year change, the new addition or expansion of use of mobile-work offices was equally seen at all the
company sizes. The largest year-on-year change was the work-from-home programs at companies that employ
up to 99 employees (8.7%).

By industry type, the work-from-home programs, use of mobile-work offices and use of other companies'
offices tend to be high at telecommunication companies (Figure 8).

Figure 7: Alternative Workspaces by Headcount
Now and Year-on-Year Change
(Multiple answers) (n=1,124)
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Some errors of figures had been found in Figure 7, and

the revisions were made on February 8, 2017.

Figure 8: Alternative Workspaces by Industry
Now and Year-on-Year Change
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3. Office Strategy - Intention & Focus

3-1. Office Strategy — Intention

v" Companies showed intention to have various areas within their office such as refresh spaces and
hot-desking areas.

They also have intention to allow employees to work away from main offices by using
work-from-home programs or mobile-work offices.

What types of office or ideas are likely to help achieving ideal working environment? We asked the companies
to choose the ideas closest to their own (Figure 9). Their responses show that they have intention to have or
prepare various plans that enable employees to work at different places, not only the traditional office with
fixed personal desks (28%).

In more specific, their strategy included, for example, having various spaces within the office such as open
meeting spaces (27%), refresh spaces (27%) and hot-desking offices (19%) and providing opportunities to use
alternative workspaces such as work-from-home programs (13%), mobile-work office (9%), nursery space for
working mothers (8%) and satellite office (6%).

Figure 9: Office Strategy — What types of offices or office strategy might be helpful
in achieving ideal ways of working?
(Multiple answers) (n=1,124)

0% 5% 10% 15% 20% 25% 30% 35%
Work at personal desk. Always use the same desk. _ 28‘-}6
Provide open meeting spaces ._ 27%
Provide refresh spaces | /%
Use hot-desking office | N 1c0:
Promote work from home N 13%
Provide branch offices environment equivalent to main office | N RN 10%
Use mobile-work offices | N N 2%
Provide nursery space to support working mothers ._ 8%
Provide cafes and/or restaurants ._ 8%
Provide ABW(*6) space which suit to different works | N 7%
All the employees should work in the same office. | I NN 6%
Provide satellite offices I 6%
Allow workers to use office of other companies I 3%
None in particular | IR 0%
Not answered [N 3%

(*6) ABW (Activity Based Working): Booths for multi-purpose activities such as to concentrate on solo work, to collaborate in a team, or
other activities.
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3-2. Office Strategy — Focus

v" Companies think "improve productivity" (53%), "motivate workers" (49%) and "achieve work
efficiency” (39%) are important in office strategy. These percentages exceeded that of "reduce office
occupancy cost" (29%).

This result resembles the result of "Purposes of Taking Initiatives on New Ways of Working".

We asked the companies what are important when implementing the office strategy (Figure 10). "Improve
productivity” topped the rank, followed by "motivate workers". Then "achieve work efficiency” took the third
place. This result was similar to the result of the "Purposes of Taking Initiatives on New Ways of Working"
(Figure 5).

"Reduce office occupancy cost" (29%) ranked sixth. The cost saving had always been an unavoidable issue in
the past; however, companies now tend to put more emphasis on workers such as trying to improve their
motivation and achieve better communications between employees.

Figure 10: What are important in office strategy? (Multiple answers) (n=1,124)

0% 10% 20% 30% 40% 50% 60%

Improve productivity — 53% |
Motivate workers — 49%
Achieve work efficiency I 3%
Achieve better communication between employees I 7%
Make the office more comfortable I 2%
Reduce office occupancy cost I 200
Reduce long-hours of work (work overtime, work extra day) ._ 28%
Achieve work-life balance ._ 27%
Promote well-being of employees I 5%,
Improve customer satisfaction ._ 20%
Reduce office space and achieve efficient use I 16%
Focus more on recruiting NN 15%

Reduce travel cost (time and transportation cost) ._ 14%

Prepare Business Continuity Plan (BCP) ._ 14%

Support workers' childcare and eldercare .— 14%

Reduce employee turnover rates _ 14%
Achieve workplace diversity (women, elders, foreigners, etc) _ 11%
Promote innovation and create new business I 10%
Arrange office space in line with corporate reorganization _ 10%

Adjust size of office in line with headcount change _ 8%
Other I 0%

Nore in particular I 11%
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4. Office Strategy - Concerns

v' Cost-related matters such as "heavy cost" and "unclear cost effectiveness" dominated the top
concerns.

When companies were asked about the concerns and obstacles on office strategy, they raised cost-related
matters such as "heavy cost" (32%) and "unclear cost effectiveness" (31%) (Figure 11). This is similar to the
result of "Work Style and Use of Office Space Survey" conducted by Xymax Real Estate Institute in 2015.
Although companies think improving productivity and work environment is important, they still think the cost
(fixed cost) is a concern.

Figure 11: Concerns and Obstacles When Implementing Office Strategy
(Multiple answers) (n=1,124)
0% 5% 10% 15% 20% 25% 30% 35%
Heavy cost | 32
Unclear cost effectiveness _ 31%
Approval of top management _ 18%
Discuss/arrange with system department _ 13%
Lack of suitable building _ 11%
Discuss/arrange with personnel depatment — 9%
No idea what may be the best way to do it _ 7%
Heavy workload in finding the place _ 6%
Understanding from employees _ 4%
Understanding from managers - 2%
Other - 2%
None in particular _ 30%
Not answered _ 6%
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As we have seen so far, companies are taking initiatives to make alternative workspaces available for employees.
What are the influences of such initiatives on use of the main office? Figure 12 compares the office space per
person of companies allowing employees to use alternative workspaces and that of companies not allowing
such alternative workspaces.

In any of the initiatives, the office space per person of "available" companies was smaller than that of "not
available" companies. However, we should remember that alternative workspace initiatives are not the only
factor of this result; other factors such as increase or decrease in number of employees and change of layout
may have influenced it.

Xymax Real Estate Institute's survey will continue. Through the survey, we will further study the relation
between the way of working and use of office.

Figure 12: Office Space per Person (tsubo) by Alternative Workspaces
(Companies that provided the information on the size of office and number of workers.)

0.00 1.00 2.00 3.00 4,00 5.00 (tsubo)
Mobile working (outside network environment
: : 3.69
equivalent to that of office) 5
n = 533 (upper bar) n = 346 (lower bar) : B
Mobile-work office 3.69
n = 39 (upperbar) n = 938 (lower bar) 3.88

Hot-desking office
n = 160 (upper bar) n = 681 (lower bar)

346
4
Work-from-home program 340
n = 140 (upper bar) n = 630 (lower bar) 4
| 315
3

Satellite office
n = 36 (upper bar) n = 942 (lower bar)

0
.0
89
H Available = Not Available
"Available"
Companies that responded that they took the initiatives for all the employees or for some employees.

Companies that responded that they have prepared and made alternative workspaces available.

"Not Available”
Companies that responded that they will take the initiatives within one year, the initiatives are being
discussed now or will discuss in the near future, or the initiatives are not taken and they have no
interest in them (but excluding those who said "no idea").
Companies that did not give any space when they were asked about which alternative workspaces

they have made available for employees.
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Target
Respondents

Effective
Responses

Geographical
Coverage

Distribution

Topics
Covered in
Survey

Survey Overview

October 2016

3,252 companies
- Companies that are tenants of office buildings managed by Xymax Group
« Client companies of XYMAX INFONISTA Corporation

1,124 companies  Response rate: 35%

Prefectures in Japan (Tokyo, Osaka, Aichi, Fukuoka, Kanagawa, Saitama, Chiba and others)

Either by email or questionnaire sheet

New Ways of Working and Office

Companies' initiatives to allow employees to work any time and any place
. Progress in initiatives on new ways of working
. Progress on office strategy
. How the initiatives started

. What are the purposes

Use of Office Now and Year-on-Year Change
. Office layout and change
(areas newly added or expanded / areas downsized or removed)
. Use of alternative workspaces and year-on-year change

(workspaces newly added or expanded / workspaces downsized or removed)

Office strategy for new ways of working
. Office strategy intention
. Office strategy focus

. Concerns and obstacles
Company Profile
. Industry, place of headquarters, number of employees, year of incorporation

About the office
. Location, nearest station, leased area, number of office workers, rent per tsubo
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Profile of Respondent Companies (Upper row: %) (Lower row: number)

Industry
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* Service industries that do not fall into any of the other sectors under the Japan Standard Industrial Classification.
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Graphs contained in this report

* The sum of the rates may not be 100% in some cases because the rates are rounded to the second
decimal place. The sum of the rates of multiple answers is not 100%.

For questions on this report, please contact us.

Xymax Real Estate Institute
PHONE: +81 3 3596 1477 | FAX: +81 3 3596 1478 | Email: info-rei@xymax.co.jp
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