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Growing concerns over environmental issues and sustainable living have resulted in increased interest in

renewable energy and energy efficiency. The real estate market is no exception, with homeowners increasingly

considering the market value of green and sustainable buildings, which can offer both energy efficiency and

potential health benefits.

green buildings  sustainable buildings  energy efficiency  residential sustainability

1. Introduction

Climate change is at the forefront of discussions, with the built environment being one of the main contributors, as

it is responsible for almost 25% of global carbon dioxide emissions . However, in urban areas, this number rises

to 70% . On the other hand, in terms of energy demand, the building sector in Europe accounts for over 40% of

the total primary energy demand in the world . Thus, the building sector is considered one of the major

parameters for the prospective reduction of greenhouse gas emissions , bringing the energy renovation of

buildings to the debate .

The interest in green buildings appears to be rapidly increasing during the past few decades, shifting away from the

emphasis on conventional structures, aiming for sustainable development revolving around the reasonable use of

energy and natural resources  and forcing the real estate housing market to face a paradigm shift .

Therefore, the real estate and the land development industry show an increasing recognition and interest in green

and sustainable buildings . This is supported by the World Green Building Council and its European network,

which are actively funding efforts to inform investors of the benefits of purchasing green buildings , aiming to

overcome the barrier of the high construction costs that underlie the diffusion of green buildings, despite that the

high costs are offset by the green buildings’ long-term economic benefits .

2. Market Value of Green and Sustainable Buildings

A building can be generally identified as “sustainable” or “green” when it is designed, constructed, and operated in

an environmentally friendly and resource-efficient manner, according to a philosophy that puts its main emphasis

on the efficient use of energy, water, and material resources , aiming at a reduced environmental footprint. This

is achieved through energy-efficient design (lighting and HVAC systems), water conservation measures, the use of

renewable energy sources, the incorporation of sustainable building materials, sustainable construction methods,
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proper space arrangement, operation, maintenance, and subtraction (referring to the process of removing

unnecessary features or elements from a building design in order to reduce the overall environmental impact and

resource consumption) . Additionally, a building is defined as “green” when it is designed, constructed, and

functions in a way that reduces the general impact of the built environment, as well as when it minimizes the impact

on people’s health . The positive influence of these buildings is widely supported by the published scholarly

literature  in terms of air pollution reduction, which is directly related to human physical and psychological

wellbeing, inter alia, cardiovascular diseases, asthma, respiratory allergies, depression, and stress .

All the above characteristics, and the needed high specification standards, differentiate green buildings from other

buildings. This was investigated by Robinson and Sanderford (2016) , who applied a propensity scoring

methodology in order to calculate the status of the buildings, aiming to determine whether green buildings are

equivalent to other premium buildings offered in the real estate market. The results indicate that some building

characteristics can be considered good predictors of whether a building will be certified as green. Additionally, their

high market values were discussed, illustrating that those luxury and premium buildings which are not green can

also gain high market value, even though they do not offer the benefits that green buildings do, thus, showing that

people are willing to pay extra to prosper from luxurious properties that are not energy efficient.

The different approach to green building design has also been highlighted by researchers, with Chegut et al. (2014)

 noticing that they tend to be higher and bigger compared to other buildings of their type; they tend to be built far

from motorways and train stations. Kok and Jennen (2012)  highlighted their higher quality. Iwaro and Mwasha

(2013)  asserted that there is a link between building sustainability and the building envelope because the

building envelope creates indoor environments that are suitable for human activities and shields the building from

unfavorable external and internal influences such as pollution, climate change, temperature, humidity, heating,

ventilation, air conditioning (HVAC) load, and lighting load. According to this work, the building envelope, which is

directly affected by several external and internal influences, materiality, and processes, and its design are among

the most crucial elements that will define a building’s greenness and sustainability. However, it is important to note

that many other factors beyond the building envelope also contribute to a building’s greenness, such as the use of

sustainable materials or construction techniques, and conservation strategies, among others .

Even though green and sustainable buildings appear to have a number of benefits, according to researchers,

green building technologies have, in some ways, disturbed the real estate industry during the past years . On

the other hand, other researchers addressed  the interest of some real estate investors who invest in green

buildings due to their higher returns. The increasing interest in green buildings led to responsible property investing

(RPI), with which investors can demonstrate their commitment to sustainable and green development . RPI is a

component of responsible investment established by the UN Environment Programme Finance Initiative , which

has as a main purpose of minimizing the impact of investment on society and the environment whilst guaranteeing

financial profitability .

The above notes are supported by the fact that any building that has a LEED certification in the housing market

can be sold at a 30% higher price, according to the research by Saeed and Mullahwaish (2020) , who also
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proved how a property’s green certification can improve its appeal in the real estate market and even raise its level

of desirability, raising its market value. This is also supported by the fact that green residential buildings attract

advanced market value in the housing market, according to the United States Green Building Council; the same

report by this group connects green buildings to higher rents for real estate investors . Thus, the shift is now

changing, despite the fact that there are also preferences and concerns to consider. Firstly, several studies

highlight a positive public perception of renewable energy sources for buildings. For instance, Karasmanaki et al.

(2021)  found that people in European Union countries tend to support renewable energy driven by

environmental values and concerns. Abdelkader et al. (2020)  highlighted that the perception of green buildings

has a significant impact on individuals’ intentions and behavior toward sustainable energy practices. Additionally,

Qazi et al. (2019)  emphasized that public awareness plays a crucial role in facilitating the development of

renewable energy technologies. Zhang et al. (2019)  reviewed renewable energy assessment methods in green

building and green neighbourhood rating systems and provided valuable insights for investors, users, and

policymakers interested in promoting green buildings and neighbourhoods. Additionally, the majority of real estate

investors are open to spending more on developing more environmentally friendly and energy-efficient real estate

properties, despite the fact that the real estate industry is slow to change its business-as-usual approach and there

is a need for more incentives and greater awareness to encourage mass deployment of sustainable real estate .

Nagrale and Sabihuddin (2020)  argue that green buildings can have a positive impact on real estate

investments due to the variety of benefits they offer. These benefits include reduced water pollution and

greenhouse gas emissions, as well as the ability for owners and tenants to reduce their energy demand, resulting

in lower costs. Leskinen et al. (2020)  added the economic parameter, saying that sustainable buildings are

often valued higher in the market, leading to higher returns on investment and rental incomes. Real estate

investors can also benefit from energy and water savings, reduced operation and maintenance costs, improved

indoor environmental quality, and the greater indoor comfort and productivity that green buildings offer .

According to the research by Oladokun et al. (2010) , these benefits are divided into three main pillars, the

environmental benefits (e.g., the protection of ecosystems and biodiversity, the improvement of air and water

quality, and the reduction in solid waste), the economic benefits (e.g., the reduction of operating costs and future

liability, the enhancement of asset value and profits, the increase in retail sales, and the optimization of lifecycle

economic performance), and the occupational benefits (e.g., the enhancement of occupant comfort and health,

reductions in healthcare costs, and the improvement of employee satisfaction and morale and their increased

productivity).

Current research  and data from the private sector  have shown that green buildings can be

considered as “premium” in the global market since sustainability practices are followed during the design and

construction phases, with an additional 8% to 18% increase in sales prices and 3% to 13% increase in rental

prices. It is also noted that the higher a building’s green rating, the greater the monetary benefits for the real estate

developer. The final selling price of green properties seems to be influenced by both rent and yield. In terms of the

incentives that influence how income affects the price of a property, it has been observed that tenants tend to pay

more for apartments that align with their “environmental” ethos, which emphasizes measures to improve the

environment, mainly through minimizing the impact of humans on the earth.

[37]

[38]

[39]

[40]

[41]

[42]

[43]

[33]

[44]

[45]

[27][46][47][48][49][50] [51]



Market Value of Green and Sustainable Buildings | Encyclopedia.pub

https://encyclopedia.pub/entry/46472 4/10

The real estate market has been increasingly connected to the concept of sustainable buildings, and the term

“green value” has emerged to refer to the sustainable value of a building, specifically its environmentally friendly

features and energy efficiency. According to Hartenberger et al. (2017) , the quality of a building, starting from

the design phase, followed by construction and operation, plays a significant role in the development of appropriate

investment feedback, which is required to continue investing in buildings of the same category or greater quality

. Furthermore, owning a green building or property has been found to have benefits such as higher resale value,

higher rental rates, increased occupancy rates, reduced operating rates, increased net operating income, and

reduced capitalization rates . To that effect, one important factor that affects the energy efficiency of buildings is

the Energy Performance Certificate (EPC). Since 2010, European legislation has required all sellers to assess the

energy performance of their properties in order to sell them, resulting in the development of the EPC, otherwise

known as the ‘Energy Passport’. The EPC collects data on a building’s energy demands. It also provides

information to future buyers at the time of sale in an accessible manner, allowing for easy comparison of the energy

performance of different properties. It is essential to note that an energy-consuming dwelling will be worth less than

a perfectly insulated one falling into the “low consumption” category with equal surfaces and characteristics. Thus,

the EPC is an integral part of the data that buyers compare among properties. An unfavorable diagnosis will most

likely be detrimental, leading to a downward revision of the price or renovation work to hope for a sale. As well as

can be expected, the relationship between EPCs and the real estate market is a topic that has been explored in

several papers . However, the findings are still inconclusive. For example, Fregonara et al. (2014) 

investigated the impact of the EPC level on listing prices and found that the EPC level has an impact on listing

prices, while Olaussen et al. (2017)  found no evidence of a price premium associated with energy labels.

Although it is clear that energy efficiency has potential benefits for both the environment and the financial bottom

line of real estate investors, there are also limitations to its implementation and impact on the real estate market.

Christersson et al. (2015)  suggested that despite the financial advantages of energy efficiency investments at

the building portfolio level, investors face challenges in realizing these advantages due to a lack of qualified service

providers and a poor understanding of the overall value. Marmolejo-Duarte et al. (2019)  highlighted that while

energy efficiency may not have a significant impact on the marketing of homes in Spain, companion policies such

as subsidies and fiscal exceptions may be needed to increase the prominence of energy efficiency in the

residential market. Duarte and Chen (2019)  found that although there is a positive correlation between

residential prices and energy ranks, higher selling prices may not always compensate for the higher building costs

associated with energy-efficient technologies. Encinas et al. (2018)  suggested that while some potential

homebuyers are willing to pay for energy efficiency, willingness to pay is influenced by education level and a lack of

understanding of the cost savings associated with energy-efficient modifications. Overall, the literature

demonstrates that while there is potential for energy efficiency to have a positive impact on the real estate market,

there are also significant limitations that must be addressed.

The literature also shows that the ownership status of green buildings (owner-occupied or tenant-occupied)

provides different benefits for the users . Owner-occupied green buildings have potential benefits for the

owner, such as lower operating and maintenance expenses, higher efficiency, and higher reputation. On the other
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hand, tenant-occupied green buildings can benefit from rent premiums, higher revenues, lower vacancy rates,

higher efficiency, lower operating expenses, and, again, higher reputation .
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