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The number of control properties within the ¼
mile radius varies by location, from 50 in
Chicago to 1 in Columbus.

What's Happening from Environmental Building News

Non-Green Office Buildings Sacrifice 8% in Rent Revenues

Dutch economist Nils Kok has published the most
comprehensive statistical analysis to date on the
relative value of green and conventional
buildings. The results show that U.S. buildings
labeled under the LEED or Energy Star programs
charge 3% higher rent, have greater occupancy
rates, and sell for 13% more than comparable
properties. “Labeled buildings have effective rents
[rent multiplied by occupancy rate] that are
almost 8% higher than those of otherwise
identical nearby non-rated buildings,” the study
reports.

Kok and his University of Maastricht colleague, Piet Eichholtz, with John Quigley of the University of
California–Berkeley set out to learn “What do commercial investors value in real estate?” according
to Kok. They obtained data on nearly 2,700 buildings that were certified or pursuing certification
through LEED or Energy Star. Of those, 1,943 were rental properties and 744 buildings offered
sales figures. The study matched each green property with conventional office buildings within one-
quarter mile using the CoStar database of commercial real-estate information, and corrected for
variables such as age, size, quality, and number of stories, date of last renovation, the presence of
onsite amenities, and proximity to public transport. In total they analyzed nearly 27,000 buildings.

Noting that “Energy represents about 30% of operating expenses in the typical office building in the
U.S.” and is “the single largest and most manageable expense in the provision of office space,” the
researchers also looked at the interaction between LEED and Energy Star ratings. They found that
the benefits of energy efficiency alone and LEED’s broader sustainability metrics are both “fully
capitalized into rents and asset values.”

The Energy Star buildings in the study reported an average annual site energy use intensity (EUI)
of 65 thousand Btus per square foot. They also looked into the shelf life on an Energy Star label,
and found that “the premium for an Energy Star certificate decreases by about 0.4 percent per
year.”

The LEED premium kicks in at the Silver level (skipping the most basic, “Certified” level), according
to the study, and increases until Platinum is reached. This deeper look at how LEED affects values,
relies on a much smaller data set, so it isn’t as reliable statistically, Kok told EBN, even though the
authors considered it worthwhile to look at. In it the authors distinguished between registered and
certified buildings, but not between rating systems—they lumped projects certified under LEED for
Existing Buildings—the largest group—together with LEED for New Construction and LEED for Core
and Shell projects.

The paper also revisited a set of buildings that the authors studied in 2007 to see if the economic
crisis affected green premiums. Their conclusion is that neither the financial situation nor the
dramatic increase in the number of green projects had a significant impact on those premiums.

Kok notes that statistically valid data on the cost of attaining LEED and Energy Star ratings is not
yet available, but anecdotal studies suggest that any green cost premium is lower than the
increases in value that the has found. “I would like to combine both costs and returns to be able to
show the return on investment,” he says.

Studies like this are useful for policy, green finance expert Scott Muldavin, told EBN, but, he notes,
“they are not typically very useful for specific analysis or due diligence about the value and risks
for specific properties.” Muldavin is the author of Value Beyond Cost Savings: How to Underwrite
Sustainable Properties, a book in which he argues that real-estate valuation is inherently
qualitative, and statistical analyses can never capture all the relevant variables. He acknowledges,
however, that this work is a huge improvement over previous statistical studies that reported much
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higher (“nonsensical,” according to Muldavin) premiums.

Published on Kok’s website under the title “The Economics of Green Building,” the study has been
submitted for publication in an academic journal.

– Nadav Malin

November 9, 2010
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value of daylight Posted by Tristan Roberts on Jan 27, 2011, 11:42 PM   
I received this comment via email for posting here:

"Hopefully, this study will help bring back a monetary value to daylight. Historic buildings were
rented out on a cost for daylight basis. The more daylight the space had, the higher the rent. This
study supports what builders knew prior to the invention of the fluorescent light bulb for general
lighting. Historic buildings were often build in the most sustainable methods available at the time.
We have much to learn from them."
Inherent Value in Green Buildings vs Non-Green Posted by mike lackey on Nov 17, 2010,
01:00 PM   
I have often heard this stated, but had not seen any data to back it up. Hopefully this information
will influence building developers.
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Since 1992 building professionals have gathered around BuildingGreen’s rich array of media and information resources,
including the award-winning Environmental Building News, BuildingGreen Suite of online tools, GreenSpec directory of
products, and LEEDuser web tool, so they can work smarter. Not harder.
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