
2008

Green Building
Market Barometer



Green
Building
Market
Barometer

Executive Summary
There was a broad consensus among the real estate executives participating in the Turner Construction Company
2008 Green Building Market Barometer that Green buildings enjoy lower operating costs and improved
financial performance, while providing an environment that fosters healthier, more productive workers.
Yet, a perception of higher construction costs is posing an important obstacle to additional Green construction.

Given the benefits of Green buildings, 75% of executives said that
recent developments in the credit markets would not make their
companies less likely to construct Green buildings.

That was among the important findings of the Turner Construction
Company 2008 Green Building Market Barometer, the fourth
assessment by the company of the perceptions of Green buildings
by real estate executives since 2004.

Green Buildings Have Lower Ongoing Costs
Executives said that Green buildings enjoy lower costs than
non-Green buildings in the following areas:

• Lower energy costs (84%)
• Lower overall operating costs (68%)
• Lower total lifecycle costs over a 10-year span (59%)

Although almost all executives believed the cost of construction was
higher for Green than for non-Green buildings, roughly three-quar-
ters of these executives also said these higher initial costs would
be paid back through lower operating costs.

Green Buildings Improve Performance
Executives reported that Green buildings have better financial
performance than non-Green buildings in the following areas:

• Higher building values (72%)
• Higher asking rents (65%)
• Greater return on investment (52%)
• Higher occupancy rates (49%)

Executives also said that Green buildings provide greater non-finan-
cial benefits than non-Green buildings to those who occupy them
in the following areas:

• Improved health and well-being of occupants (76%)
• Greater worker productivity (46%)

Overcoming the Obstacles to Green Construction
When asked to rate a series of issues that could potentially
discourage the construction of Green buildings, executives rated
the following issues as presenting an extremely or very significant
obstacle to Green construction:

• Documentation and cost of LEED certification (54%)
• Higher construction costs (50%)
• Length of required payback period (50%)
• Lack of awareness of the benefits of Green construction (48%)

Widespread Acceptance of LEED
The LEED® (Leadership in Energy and Environmental Design) Green
Building Rating System™ has achieved widespread acceptance.

• Eighty-six percent of executives said they would be extremely
or very likely to seek LEED certification if they were constructing
a Green building over the next three years, with Silver the
most common certification level that would be sought.

Executives were positive about the value provided by LEED
certification. One-third of executives felt that LEED certification was
extremely or very valuable, while 52% rated it as somewhat valuable.

What are Green Buildings?

“Green” buildings—buildings that are efficient in their use of energy, water
and other resources, and are designed to create better environments for
occupants—have lower energy costs, operating costs, and lifecycle costs,
and can yield higher building values and asking rents.

Survey Focus

The 2008 survey focused principally on executives involved with commercial
real estate such as office, retail, and industrial facilities. The survey asked
respondents about their views of Green buildings in the following areas:

• Benefits of Green buildings to those who own or occupy them
• Operating costs
• Construction costs
• Obstacles to Green construction
• Role of the LEED® Green Building Rating System™



Growing Interest in
Sustainable Construction
Green buildings have become more widely accepted, and executives did not expect the recent
developments in the credit markets to dampen the enthusiasm for Green construction. In the survey,
executives were asked whether they agreed or disagreed that recent developments in the credit
markets would make their company and its clients “less likely to construct buildings with Green
features.” Only one-quarter of executives agreed that the credit crisis would discourage them from
building Green. In contrast, 45% disagreed with this statement and 30% were neutral, meaning that fully
three-quarters of executives said the recent developments in the credit markets would not make
them less likely to build Green real estate projects.

Over the last several years, there has been a rapidly growing concern about environmental issues
and a rising interest in sustainable practices. Companies across all industries have launched Green
initiatives to improve their environmental performance and respond to the concerns among their
workers, customers, and the communities where they operate.

Buildings account for 38.9% of U.S. energy usage and are estimated to account for 38% of all
C02 emissions1. For electricity, the figure is even higher, with buildings accounting for 72% of U.S.
consumption.2 As such, the real estate industry is central to any discussion of sustainability.

The rising environmental consciousness has led to a rapid increase in Green construction. The
Green building market is projected to expand from $12 billion in 2008 to reach $60 billion by 2010
according to McGraw-Hill Construction.3 The firm has also predicted that by 2009, 82% of corporate
real estate portfolios will include at least some Green space.4 A 2008 survey of financial services
executives by IBT Enterprises, a design firm, had similar findings. Among the firms surveyed that were
planning new building projects, 75% were considering incorporating Green materials and features.5

Real estate owners are increasingly interested in Green construction since many recognize that
sustainable building features lead to lower operating costs and improved financial performance.
Owners are also finding that corporate tenants are more likely to rent space in buildings that
incorporate Green features. Corporations recognize that Green buildings can be less expensive to
operate due to their lower energy and operating costs, while worker satisfaction and productivity
is higher. Finally, there is the “prestige” factor of owning or occupying a Green building.

Investors are also becoming more focused on investing in Green buildings. For example, CalPERS
and the real estate firm Hines formed the $500-million Hines CalPERS Green Development Fund
to invest in LEED-certified projects.6 Similarly, Koll Development Co. and Prudential Real Estate
Investors have launched their second $200-million Green fund. Left:

Rensselaer Polytechnic Institute
Experimental Media and Performing

Arts Center (EMPAC) Troy, NY
Seeking LEED Silver

Right:
Ohlone College

Newark Center for
Health Sciences and Technology

Newark, CA
LEED Platinum



Green Buildings Offer an
Attractive Cost/Benefit Ratio
Most executives saw Green buildings as having lower operating costs, while still generating more
benefits to their owners and tenants. Green buildings were considered to be less expensive than
non-Green buildings for several key measures of cost. The broadest consensus was on energy,
where 84% of executives said that Green buildings had lower energy costs, including 29% who
said they had much lower energy costs. (See Exhibit 1.) Considering all operating costs, 68% of
executives said Green buildings had lower operating costs than non-Green buildings. Further, 59%
of executives said the total costs of Green buildings over a 10-year span were lower than for
non-Green buildings, even after taking into account any increased construction costs required to
incorporate sustainable features.

These perceptions are confirmed by other studies. A review by Rosenberg Real Estate Equity Funds
(RREEF) of several cost studies found that Green buildings had average energy costs that were 30% less
than those of conventional buildings. They estimated that these lower energy costs translate into annual
savings of $135,000 for a 200,000-square-foot building.7 A 2008 study by the New Buildings Institute
of 121 LEED new construction buildings concluded that their median energy use was 24% below that
for the national building stock as a whole, while energy usage by LEED office buildings was 33% lower.8

In another study, the Office of Applied Science of the U.S. General Services Administration (GSA)
commissioned an analysis of the performance of 12 GSA Green buildings and compared it to the
average for all U.S. commercial buildings.9 The study found that Green buildings outperformed the
national averages for commercial buildings on all the performance areas examined including
having 26% less energy use, 13% lower overall maintenance costs, 27% higher satisfaction among
occupants, and 33% fewer CO2 emissions. The study also found that buildings which achieved Gold
LEED certification had the best overall performance. (None of the buildings studied had achieved
a Platinum certification.)

While operating costs and total lifecycle costs are lower, Green buildings also generate greater
benefits. For example, roughly three-quarters of executives said Green buildings have higher building
values than similar non-Green buildings, while 65% said they command higher asking rents.
(See Exhibit 2.) Roughly half of the executives said Green buildings provide a greater return on invest-
ment and higher occupancy rates.

An analysis of rents and vacancy rates in Green office buildings by RREEF supported these findings.
RREEF found that space in LEED-certified Class A office buildings had average rents of $39 per square
foot, compared to $29 per square foot for all Class A office buildings.10 The vacancy rates in the
LEED-certified Class A office buildings was 7.4%, compared to 11.6% for Class A office space overall.11

The benefits of Green buildings are not only financial. In fact, 76% of executives said that occupants of
Green buildings enjoy greater health and well-being, first among the seven attributes rated,
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Metro Health Hospital
Wyoming, MI
LEED Certified

Right:
Sierra Nevada College
The Tahoe Center for
Environmental Sciences
Incline Village, NV
LEED Platinum



including 27% who said that the health and well-being of occupants in Green buildings was much
higher than that in non-Green buildings. Similarly, almost half of the executives felt that worker
productivity was greater in Green buildings than in non-Green alternatives.

Although 87% of executives believed that Green buildings cost more to construct, roughly 73% said
these higher costs would be paid back through lower operating costs, with a median estimated
payback period of seven years. In fact, among executives who said that their companies would seek
the higher-level Gold or Platinum LEED certifications, 84% said that Green buildings would
recoup their higher construction costs. These executives were even more likely to believe any
additional cost required to achieve a Gold or Platinum certification would be more than recovered
through lower operating costs over time. These findings indicate that while achieving a higher
level of LEED certification may require a greater initial investment, it is more than recouped through
higher returns over time.

Much lower

Energy costs 29% 55% =84%

15% 53% =68%

15% 44% =59%

5% 26% =31%

Overall operating costs

Total costs over 10-year span

Overall maintenance costs

Somewhat lower

Exhibit 1

Exhibit 2

Costs of Green Buildings compared to Non-Green Buildings
Percent of Executives

Much higher

Health and well-being
of occupants 27% 50% =76%*

17% 55% =72%

11% 54% =65%

11% 41% =52%

11% 35% =46%

4% 21% =25%

6% 43% =49%

Building value

Asking rents

Return on investment

Occupancy rates

Worker productivity

Level of sales in
retail space

Somewhat higher

Benefits of Green Buildings compared to Non-Green Buildings
Percent of Executives

* Note: Percentage does not total due to rounding
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Overcoming the Obstacles
to Green Construction
Executives were asked to rate the significance of eight issues in potentially discouraging the construction
of Green buildings. (See Exhibit 3.) At the top of the list was the amount of documentation and additional
cost to have a building become LEED-certified, which was rated as an extremely or very significant
obstacle to Green construction by 54% of executives. In spite of these perceived difficulties, LEED
certification has achieved widespread recognition, and most executives find that it provides value. (See the
next section below.)

Two issues relating to the cost of Green construction came next—higher construction costs and the length
of the payback period—which were each rated as extremely or very significant obstacles by half of the
executives. This is an indication of the fact that many executives incorrectly believe that Green construction

is significantly more expensive than
traditional building methods, when in
fact it can often be achieved with little
or no cost premium.

For example, a 2006 study by Davis
Langdon analyzed the construction
costs of 221 buildings—83 that were
constructed with the goal of achieving
LEED certification and 138 that did not
have a goal of sustainable design.12 It
found that a majority of the buildings
analyzed were able to achieve LEED
certification without additional funding.
A separate review by Davis Langdon
of a wide range of studies by other

organizations found that the average construction cost premium required to achieve a moderate level of
Green features, equivalent to a Silver LEED certification, was only 1% to 2%. However, they also found that
often half or more of the Green projects in these studies had no increase in construction costs at all.

Beyond the cost of construction, another obstacle to Green construction is that companies often focus
on budgets that don’t take account of savings that Green buildings achieve over time. Short-term budget
horizons were cited by 41% of executives as a major obstacle. This approach may lead an owner to
decide not to build a Green building that will easily pay for itself through lower operating costs over a longer
timeframe.

Education is also an issue. Almost half of the executives said that a lack of awareness of the benefits
that Green buildings provide was an important obstacle that potentially discourages Green construction.
This underscores the need for continued education about both the financial and non-financial benefits
of Green construction.

Cost and documentation
for LEED certification

Lack of awareness
of benefits

Difficulty quantifying
benefits

Higher construction costs 50%

50%

48%

43%

41%

28%

23%

54%

Payback too long

Short-term budget horizons

More complex construction

Increased operating costs

Factors Discouraging the Construction of Green Buildings
Percent Rating Factor as Extremely or Very Significant

Left:
RAND Corporate Headquarters
Santa Monica, CA
LEED Gold

Right:
New Canaan Country School
Stevens Building
New Canaan, CT
LEED Silver

Exhibit 3



Increasing Acceptance of
LEED Rating System
The U.S. Green Building Council (USGBC) is a nonprofit organization that has more than 17,000 organizations
as members, including corporations, building owners and developers, government agencies, and nonprofit
organizations. As an indication of the growing interest in Green buildings, the USGBC membership has more than
tripled since 2000. Developed by the USGBC, the LEED® (Leadership in Energy and Environmental Design) Green
Building Rating System™ is a certification program and a nationally-accepted rating system for the design,
construction, and operation of Green
buildings. There are four increasing
levels of certification: Certified, Silver,
Gold and Platinum.

In 2005, 404 buildings had been
LEED certified. By themiddle of 2008,
that number had grown to more than
2,000, containing more than 4.2
billion square feet of space.13

LEED has become widely accepted
as a certification system for Green
buildings. One measure of its wide
acceptance is that 83% of the exec-
utives surveyed said their companies
would be extremely or very likely to
seek LEED certification if they were
to construct a Green building over the
next three years, with 40% saying
they would be extremely likely to do
so. (See Exhibit 4.) Forty percent of
executives reported they were most
likely to seek aSilver LEEDcertification.
(See Exhibit 5.) Roughly one-quarter
anticipated seeking the LEED Certi-
fied level, while a similar percentage expected to seek a Gold certification. Seventeen percent of executives
predicted they would seek Platinum, the highest certification level.

Consistent with the widespread acceptance of LEED is a broad consensus that certification provides value.
(See Exhibit 6.) One-third of executives felt that obtaining a LEED certification for a Green building was
extremely or very valuable to a building owner, while roughly half considered it to be somewhat valuable.

These results provide additional insight into the view of executives that LEED certification in the commercial
market is an important independent verification that yields significant value.

Extremely Likely

40% 43% 17%

Very Likely Somewhat/Not Too/Not Likely

Likelihood of Seeking LEED Certification if Involved with a
Green Building over Next 3 Years
Percent of Executives

Extremely/Very Valuable Somewhat Valuable

33% 52% 15%

Not/Not Too Valuable

Value of LEED Certification
Percent of Executives

Exhibit 4

Exhibit 6

Certified

26% 40% 25% 10%

Silver Gold Platinum

Level of LEED Certification Company Would Seek
Percent of Executives

Exhibit 5



Profile of Survey Respondents
The 2008 Green Building Market Barometer surveyed 754 executives on Green building issues through an online questionnaire from
August 12–September 14, 2008. The survey was conducted by Bayer Consulting for Turner Construction Company.

The executives surveyed represented a broad spectrum of organizations involved with facilities including developers (37%), owners of rental
buildings (31%), brokers and other firms providing real estate services (27%), architectural, engineering, and construction firms (22%),
and corporate owner-occupants and tenants (10%). (See Exhibit 7.) (These percentages total to more than 100% since some companies
are involved in more than one industry segment.)

The survey respondents were from organizations that were active with a variety of facilities including office (69%), retail (60%),
multi-unit residential/hotel (54%), and industrial (49%). (See Exhibit 8.)

Among the executives who worked for owners of rental real estate, 49% reported that they had Green buildings in their portfolios,
while 59% of the corporate respondents said that they owned or leased Green buildings.
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Developer

Architectural/Engineering/
Construction

Corporate owner-occupant/Tenant

Owner of rental buildings 31%

27%

22%

10%

10%

12%

37%

Broker/Real Estate Services

Consultant

Other

Company type
Percent of Executives

Office

Single family home

Healthcare (hospitals, clinics)

R&D facilities

Retail

Hotel/Multi-unit residential

69%

60%

54%

49%

25%

24%

21%

15%

12%

11%

9%

13%

Industrial (manufacturing,
assembly, warehouse)

Higher education facilities

K-12 education facilities

Sports and entertainment

Aviation and transportation

Other

Types of Facilities that the Firm is Involved
Percent of Executives
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