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Why Green Building 
Has Staying Power
Exclusive research shows that corporations and developers 
are rising to meet the new demand for energy efficiency.

2007 Green Building Survey

recycled carpet. Specifically, green 
buildings are being measured by 
emerging industry standards such 
as Energy Star and the U.S. Green 
Building Council’s Leadership 
in Energy and Environmental 
Design (LEED) rating system.

Energy Star is a joint pro-
gram of the U.S. Environmental 
Protection Agency and the U.S. 
Department of Energy that focus-
es on energy efficient products 
and practices. Buildings that earn 
the Energy Star designation use 
about 35% less energy than aver-
age buildings. More than 3,200 
buildings totaling nearly 575 mil-
lion sq. ft. carry the Energy Star 
seal of approval.

In contrast, the LEED pro-
gram promotes a whole-building 
approach to sustainability by recog-
nizing performance in five key areas 
that include human and environmental 
health, sustainable site development, 
water savings, energy efficiency, materi-
als selection and indoor environmental 
quality. 

Survey results support the prem-
ise that corporations and developers 
are embracing green building practices. 
Respondents expect that green build-
ing ownership and management will 
increase dramatically in just a few short 
years. 

Corporate users anticipate that the 
amount of green facilities they own or 
lease will more than double from 9% to 
21% in the next five years. Developers 
also expect the volume of green proper-

ties in their portfolios to take a simi-
lar jump from 9% to 20% by 2012 
[Fig. 2].

“I think that 21% is pretty con-
servative,” says Randy Knox, Adobe’s 
senior director of global facilities ser-
vices at Adobe Systems Inc. in San Jose, 
Calif. “I think green building is really 
starting to snowball.” Adobe is the only 
company in the world to occupy three 
platinum-level LEED buildings, total-
ing 960,000 sq. ft., the highest rating 
offered by LEED. 

The software giant plans to roll 
out more green design elements and 
pursue LEED certification for com-
mercial interiors within its 2.7 million 
sq. ft. portfolio of leased space. “We do 
a lot of development work around the 
world, and we are looking at taking this 

For those skeptics who were con-
vinced that green building was a 

mere passing fad, a new survey by 
National Real Estate Investor and its 
sister publications may prove other-
wise. The survey reveals that not only 
is green building gaining momentum 
as a commercial real estate strategy, 
but it is also vying for status as the new 
industry standard.

In fact the exclusive survey, which 
drew responses from 218 corporate 
users and 166 developers of commer-
cial real estate, reveals that 52% of 
corporate respondents and 39% of 
developer respondents currently own, 
manage or lease at least some “green” 
properties. 

Even more compelling is the fact 
that the focus on sustainable real estate 
is clearly on the rise with 84% of cor-
porate users and 77% of developers 
expecting to own, manage or lease at 
least some green properties five years 
from now [Fig. 1].

“I think there is a tremendous 
amount of momentum for sustainable 
development,” says Tom Bisacquino, 
president of the National Association 
of Industrial and Office Properties 
(NAIOP). “The cost of energy is grow-
ing exponentially, and many feel that 
energy costs will continue to rise. So 
the business case for developing green 
is getting stronger and stronger.”

Generally, the “green” label in com-
mercial real estate applies loosely to 
a growing list of sustainable building 
practices, ranging from energy-efficient 
lighting and air purification systems to 

Sustainability Gains Momentum
Developers respond to rising 
demand from corporations. p. 4  

Developers Question ROI
Will green buildings fetch higher 
rents and sales prices? p. 5

Lenders See Market Shift 
New programs will favor LEED
and Energy Star projects. p. 6

Government Incentives Grow
Why corporations and developers
aren’t taking advantage. p. 9 

The Emerging Standard
Building code update to establish 
new minimum benchmark. p. 9
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In September 2006, Hines  launched 
a joint venture with CalPERS to cre-
ate a Green Development Fund with 
more than $120 million in equity that 
focuses solely on developing LEED-
certified office buildings. “The compet-
itive nature of the business is such that 
developers will continue to ratchet up 
and green building will become more 
prevalent,” Lea says.

Hines is not alone. Major com-
mercial real estate developers across 
the country have implemented similar 
strategies. “We want to do sustainable 

development for 100% of the work 
that we do,” says Dan Young Dixon, 
director of national design for Opus 
Architects and Engineers, a division of 
Minnetonka, Minn.-based Opus Corp. 

For example, Opus recently com-
pleted an 820,000 sq. ft. office complex 
for Medtronic Inc. in Mounds View, 
Minn., that incorporates highly energy 
efficient mechanical systems, water effi-
cient landscaping techniques and low-
emitting construction materials. 

“What our company is staging for 
over the next five to 10 years is that sus-

certification process global,” Knox says. 
A snapshot of respondents shows 

that nearly half of corporate users 
(48%) own or lease more than 150,000 
sq. ft. of space, while 47% of developers 
own or manage more than 150,000 sq. 
ft. of  space.

Respondents are most likely to be 
involved in office and retail. Among 
developers, 55% own or manage retail, 
followed by office (48%) and mixed-use 
and hospitality (35% each). On the cor-
porate side, 51% of respondents own or 
lease office space, followed by industrial 
(42%) and  retail (25%) [Fig. 3].

Green gains momentum
One key indicator about the speed with 
which green building is taking hold can 
be found in attitudes toward the site 
selection process. About half of respon-
dents — 46% of corporate users and 
51% of developers — consider green 
design either important or extremely 
important. 

Only 17% of corporate users say 
green design is not at all important 
in the site selection process, while just 
10% of developers say it is not at all 
important to their company for current 
or future development  [Fig. 4].

Corporations ranging from Bank 
of America to Best Buy are incorpo-
rating green building as part of their 
real estate strategies, and developers are 
clearly responding to the rising demand 
for these facilities. “Tenants understand 
that energy savings go straight to their 
bottom line, and they also are con-
cerned about the environment they are 
creating for their employees,” says Jerry 
Lea, a senior vice president at Houston-
based developer Hines, an Energy Star 
partner since 1999. 

About 18 months ago, Hines adopt-
ed a strategy to LEED-certify all new 
office projects in which it has an owner-
ship stake. Currently, the developer has 
more than 50 buildings that are either 
LEED-certified, pre-certified or regis-
tered for certification. 

FIG. 2. ONE IN FIVE RESPONDENTS EXPECTS THE AMOUNT OF 
GREEN FACILITIES THEY OWN OR LEASE WILL DOUBLE IN 5 YEARS
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FIG. 3. DEVELOPERS AND CORPORATE RESPONDENTS ARE MOST 
LIKELY TO OWN, MANAGE OR LEASE OFFICE AND RETAIL SPACE
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FIG. 1. SOME 84% OF CORPORATE USERS SAYS THEY WILL OWN, 
LEASE, OR MANAGE GREEN PROPERTIES IN 5 YEARS
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about 2% to the overall building cost of 
the $500 million Hearst Tower in New 
York. The 46-story office tower opened 
in October 2006 and is home to about 
2,000 employees. 

“In the scheme of things, it was 
more expensive,” says Brian Schwagerl, 
vice president of real estate and facili-
ties planning at Hearst Corp.  “But why 
would we want to build anything less 
than what was going to make it a better 
building? I didn’t buy lesser-quality flat 
screen TVs, so why would I buy a lesser-
quality air handling system?” 

Indeed, most corporate users say 
they would be willing to pay more for 
LEED-certified buildings, with more 
than one-third (39%) willing to pay 
1% to 2% more; 27% would pay 3% to 
4% more; and 23% would pay 5% to 
9% more. Another 8% say they would 
even be willing to pay 10% or higher 
[Fig. 8].

Developers question ROI
The most heated debate in the com-
mercial real estate industry surround-
ing green building is whether the 

tainable design will just become a best 
practice,” says Dixon. Opus has more 
than 12 million sq. ft. of sustainable 
buildings complete or under develop-
ment, including more than a dozen 
LEED-certified or registered facilities.

Corporations embrace value
The desire to cut energy costs is the 
main force pushing green build-
ing into the mainstream. Four in five 
respondents indicate energy efficiency 
is important to their company when 
selecting, acquiring or developing a 
green building. 

When asked what are the most 
important factors when choosing green 
buildings to buy or lease, corporate 
users most frequently cite energy effi-
ciency (81%) followed by water savings 
(53%) and indoor environmental qual-
ity (50%) [Fig. 5]. 

Other issues that register high 
among corporate users when selecting 
space to buy or lease include selection 
of green building materials (38%) and 
sustainable site development (34%). 

Energy efficiency likely generates the 
most attention because it also produces 
the biggest payback on green design. 
Adobe is a case in point. The firm spent 
$1.4 million over the past five years to 
retrofit all three of the office buildings 
at its corporate headquarters in San 
Jose. That investment is paying off big 
on Adobe’s bottom line with roughly 
$1.2 million in energy savings each 
year. 

Corporate users believe the most 
significant benefits of green building 
design are lower energy costs (78%) 
and that it has a low impact on the 
environment (75%) [Fig. 6]. 

Most developers also believe lower 
operating costs are the greatest ben-
efit of green building design (79%), 
while being environmentally friendly 
also rated high at 74%. The ability to 
differentiate in marketing followed at 
46% [Fig. 7].

Green building elements added 

FIG. 4. ONLY 10% OF DEVELOPERS SAY GREEN DESIGN IS NOT 
AT ALL IMPORTANT IN THE SITE SELECTION PROCESS
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FIG. 5. FOUR OUT OF FIVE RESPONDENTS SAY ENERGY EFFICIENCY 
IS AN IMPORTANT FACTOR WHEN SELECTING A GREEN BUILDING
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FIG. 6. NEARLY EIGHT OUT OF 10 CORPORATE USERS SAY LOWER 
ENERGY COSTS ARE THE BIGGEST BENEFIT OF GREEN BUILDING
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