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Abstract 
The real estate industry has a significant influence on the environment, 

economy and the society. A number of benefits are associated with the 

development of sustainable buildings. Sustainable building or real estate 

construction enables an ethical, viable and practical response to resource 

consumption and environmental impact. It creates an economic sense on a 

life cycle costing basis. This paper aims at examining the impact of 

sustainable real estate development (SRED) on investment in green 

buildings, in the real estate sector. It is pertinent to examine how 

participants in the market filter and scrutinize relevant sets of information 

and integrate it into an existing framework of investment. For this purpose, 

the study adopted a quantitative approach, and applied a questionnaire 

survey strategy. Primary data were collected by distributing survey 

questionnaire among 103 real estate investors, in Lagos Island, Ikeja and 

Lagos Mainland. The information, collected from survey were analyzed 

with the use statistical techniques, specifically regression analysis, factor 

analysis, descriptive statistics, as well as reliability test. It revealed four 

benefits associated with SRED, which include higher building value (HBV), 

productivity gains (PG), cost savings (CS), and environmental gains (EG). 

The study also finds a significant positive impact of HBV, PG, and EG on 

dependent variable of Investment in green buildings (IN) at 10% 
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significance level. The study suggests that there is a need to enhance 

awareness about, and focus on the benefits of sustainable real estate 

development (SRED) and green buildings. 

 

Keywords: sustainable real estate development, green buildings, 

sustainable investment, building value, productivity gains, environmental 

gains, cost savings. 

 

Introduction 
In the recent times, significant 

researches are based in the notion of 

“sustainability in construction” with 

an aim to enable sustainability 

paradigm to the built environment 

(Dent, Patrick 2012; Rezk et al. 2015; 

Dezellus et al. 2015; Traversari et al. 

2017; Ahmed et al. 2017; Crosbie et 

al. 2017; Barberis et al. 2017; 

Tvaronavičienė 2016; Passerini et al. 

2017; García-Fuentes, De Torre 2017; 

Oates et al. 2017; Daher et al. 2017). 

In different parts of the world, 

especially in the developed states, 

there is a growing evidence regarding 

the application of sustainable real 

estate development (SRED), which 

creates an ethical and responsible 

marketing approach for commercial 

and institutional buildings (Kibert 

2016). The building and real estate 

industry have a significant influence 

on the environment, economy and the 

society. The social, legal and political 

environment, which are created by 

state, play an important role 

(Virglerová et al. 2016). Moreover, 

the significance of construction and 

real estate industry is associated with 

its role and size in social and 

economic development. It also makes 

a significant contribution towards 

economic development at the national 

level (Zhang 2005). A preferred focus 

on achieving higher business 

performance does not necessarily 

mean that the enterprise cannot be 

oriented to the corporate sustainability 

concept. This concept requires that 

enterprises respect and observe the 

principles of sustainable development 

(Financial Times Lexicon), which 

means that the responsibility of a 

business is much broader than just 

being linked to the economic aspects 

of products and services that 

customers want, hence the profits 

(Rajnoha, Lesníková 2016). The 

measurement of sustainability is 

required due to several reasons 

(Jurigová, Lencsésová 2015). 

Corporate sustainability strategy is 

essential for sustainable development, 

but also for the successful 
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management of the company through the related social, legal, political and 

economic requirements in terms of market competition (Schaltegger et al. 

2012). The key managerial decisions are oriented towards strategic innovations 

and the knowledge-based economy (Štefko, Gallo, 2015). 

Sustainability relates to the awareness of the fragility of resources and 

ecosystems related to living things and the implementation of economic and 

technical efficiency. Today, the sustainable and secure development has 

become an actual and urgent matter in many countries around the world (Korauš 

et al. 2016). In recent years, great emphasis has therefore been placed on 

generating awareness about sustainability issues (Jurigová, Tučková, Kuncová 

2016). Enterprises are responsibly not only for the creation of economic value, 

but also for wider social relationships. For these reasons has discovered a new 

tool for measuring performance – Triple Bottom Line (TBL) (Rajnoha et al. 

2016). It is assumable that a positive perception of companies by their 

environment could stimulate their financial performance and accelerate the 

positive influences of these companies on the whole society (Belás et al. 2015). 

It is observed that organizations adopting environmental responsibility in real 

estate are capable of building more prosperous and secure positions within the 

global economy (Roper, Beard 2006).  

In the context of property investment, there are potential impacts of 

sustainability on investment in real estate. Sustainability, in the real estate 

investment landscape, impacts various property environments, which include 

the built environment, pure investment, the external environment, and the 

regulatory environment (De Francesco, Levy 2008).This research paper aims to 

explore the significance sustainable real estate development (SRED) and 

evaluate its impact on investment in real estate in Lagos Metropolis.  

 

Literature Review 

Sustainable Real Estate Development (SRED) and Investment  

Since the past decade, much of the research studies in the realm of sustainable 

development of Real estate sector revolve around integrating disparate 

quantitative (profitability) aspects with this nascent approach. These 

quantitative aspects entail a broad range of parameters like saving the cost of 

utilities (energy, water, and waste, etc.), marketability of green buildings, 

lucrative tenancy agreements, and assuaged cost of depreciation for buildings 

(Deloitte 2014). The corporate sustainable concept is based on the globally-
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oriented concept of sustainable development. In general, the most acceptable 

definitions are those that come from the report of the World Commission of the 

United Nations Environment and Development. 

The environmental indicators being assessed can be organized into 3 major 

groups of environmental indicators: environmental quality, environmentally 

responsible behaviour, and consumption of environmental services 

(Streimikiene 2014). The brisker these parameters integrate with the sustainable 

real estate development; the more positive and profound implications are 

expected to be observed in garnering robust investment in this sector.  

According to Ellison and Sayce (2007), sustainability of buildings should be 

taken into consideration for evaluating its risk before acquiring (this risk entails 

utilities, repairs and maintenance expenses) for the purchaser. However, before 

this consideration, a tool necessary for the evaluation of buildings on the basis 

of its sustain-ability must be developed to analyse rapidly changing customer’s 

behaviours for these types of buildings; because a slight change in the occupier 

requirement would result in the devastating effect on both investment volume 

and current market value of the property (Ellison, Sayce 2007). This study not 

only facilitated in the determination of accessibility criteria for sustainability 

but, also the worthiness of financial appraisal method through which calculation 

of sustainability impacts are taken into consideration.  

Further studies on the multidimensionality of sustainability revealed many other 

intriguing aspects too, which entail the impact of sustainability in revamping 

investment landscape (Pivo, McNamara 2005). These studies firstly articulated 

the concept of sustainability in the broader context and then linked its impacts 

in building a robust investment landscape in any particular country.  

Pivo and McNamara (2005) tied sustainability with the nascent concept of 

responsible property investment from multiple aspects. This pithy definition of 

sustainability entails the two keen facets of the responsible property investing; 

maximizing investors returns through real estate investment while in doing so 

minimize the negative impact from a wide array of these investing activities. 

These activities include predominantly the ownership and management of 

property while sustaining jurisdiction surroundings and natural environment in 

numerous ways (Pivo, McNamara 2005).  

In other words, sustainability is linked with noteworthy fragments of economic 

and financial prosperity, community development, and the obstruction of 

environmental degradation. In the same study, a heterodox approach was 
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incorporated by the scholars to analyse sustainability factor as an intangible risk 

factor (long term durability of buildings, prospective environmental changes, 

etc.) would affect property value and its attractiveness for tenants and investors 

associated with the real estate sector. However, the keen dilemma the real estate 

sector is facing in the wake of this development is in quantifying external costs 

while pricing property in the real estate market. These external costs savings 

results from incorporating sustain-able practices in this industry, especially in 

term of assuaged cost of utilities (energy, water, and waste disposal, etc.). The 

solution to this dilemma is assigning higher market prices to property for 

making them as a catalyst in driving efforts to determine above mentioned 

external costs. In the extension of above ‘argument of dilemma’ that the real 

estate sector is facing in quantifying sustainability, returns are well-articulated 

in other similar studies in a very new fashion (Ekman, Röndell 2016).  

According to the study conducted by Falkenbach, Lindholm, and Schleich 

(2009), the implementation of sustainable factors in real estate sector is 

following a sluggish downward trajectory; due to the higher construction costs 

(especially the cost of environment friendly materials), the scarcity of concrete 

empirical evidence linking profitability with these practices, uneven 

construction cost distribution and the lack of awareness about these practices in 

real estate investors.  

In conjunction with investors’ awareness, the demand for wholesome 

sustainable buildings did not depict increasing trajectory. Instead of this, 

investors are found to be more inclined towards in demanding particular green 

features in the buildings rather than the complete sustainable buildings. This 

study also employed the survey-based technique in order to determine the 

willingness to pay for the prospective tenants of sustainable buildings. It has 

been found that the selected participants of the particular jurisdiction were 

found to be willing to pay a premium of 2% to 17% premium rent for sustainable 

spaces (Sayce, Ellison, Parnell 2009). Amid other critical results that have been 

computed by researchers; it has been observed that certified buildings 

(sustainably built) were found to be incurring lower operating costs as compared 

to uncertified buildings (conventionally built).  

Till now, despite the presence of outpouring literature on the subject matter, 

impact of sustainability is not yet quantified with investment yields. However, 

the vacancy rates are (time passed without any tenancy agreement) found to be 

lower amid certified sustainable buildings as compared to conventionally built 
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buildings or houses (Falkenbach, Lindholm, Schleich 2009). Despite the 

upward trajectory of the volume of discussion of sustainable real estate 

development, till now existing literature somehow failed to address some keen 

problems. Like many of the studies taken into account the sustainable 

construction of educational institutions as an example to lower construction 

cost; whereas usually, real estate investors do not invest in such type of 

buildings.  

This is the reason on the basis of these results, these studies mentioned, it is not 

possibly to infer the same conclusion for orthodox real estate investors having 

a lack of knowledge about sustainable spaces (Falkenbach, Lindholm, Schleich 

2009). The impact of sustainability and its implications are stretched across four 

disparate environments of our surroundings. Amid them, our subject of 

discussion focal point remains to investment environment with the presence of 

three keen holders; owners of capital (investors), manager of capital (funds 

manager), and asset owners (land owners). For the prominent success of 

sustainable practices in real estate sector, the integration between above-

mentioned environments and their subsets is inevitable (De Francesco, Levy 

2008). In wake of these implications, the pertinent issue that still faces by the 

stakeholders of real estate sector is the change in the value proposition of 

property after adopting sustainable practices. In implementation role of the 

sustainability, the keen role of major players (land owners and investors) should 

be taken into a great consideration (De Francesco, Levy 2008). 

 

Sustainability in Real Estate 

Till now, many research studies have invested their research findings in 

defining sustainable real estate development (Choi 2009; Glac 2015; Ellis 2009; 

Hall 2001). This widespread definition of sustainable development has 

developed over the time period in response to the brisk changes in the climate 

and environment. Thus, sustainable development of real estate sector can be 

described as the construction of sustainable buildings while ensuring the 

restoration and protection of ecological system, while attaining economic 

efficiency (Choi 2009). These research studies contributed in a very thorough 

manner for the protection of the integrity of natural resources.  

The traditional practices of construction have been the major reasons for the 

environmental degradation by the real estate sector. According to the findings 

of the US Department of Energy, commercial buildings energy consumption 
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accounts for the world’s 18.7% of energy usage, 40 percent of carbon dioxide 

gas emissions, and 90% of the potable water consumption (Deloitte 2014). Such 

austere environmental impacts incurred a great extent of environmental costs to 

the business over the long run and have substantial effects on the sustainability 

of any business in the real estate sector. Numerous studies on the effects of 

conventional real estate development on the environment also discovered the 

same devastating results. It has been proposed by Ellis (2009) study that the 

excessive and rapid construction of real estate sector austerely affects 

environment conditions. These effects are observed due to the burning of fuel, 

excessive transportation (especially heavy vehicles movements) (Ellis 2009). 

To curb this environmental degradation, the concept of sustainable real estate 

development emerged on the real estate sector canvas (Castro-Lacouture et al. 

2009).  

Addae-Dapaah, Hiang, and Sharon (2009) inferred that sustainable 

development of real estate sector entails the diverse set of strategies to build 

sustainable places. Predominantly, these strategies revolve around the focal 

point of indoor air quality (the ample space for the movement of fresh air), 

efficient and responsible use of construction resources and material, water 

conservation through effective usage, and retaining indoor air quality for the 

longer time periods.  

In the study of De Giovanni (2012), it has been found that the nascent idea of 

building energy-efficient and sustainable places came into existence in response 

to the orthodox construction practices in this sector. Another similar study also 

linked the life span of a building to its sustainability, even if it is no longer in 

use.  

According to the study of Edwards and Naboni (2013), any infrastructure 

should be considered as sustainable infrastructure, if it has the minimal effects 

on the environment; throughout its entire life cycle (i.e. from construction to its 

demolition). In spite of the importance of sustainable development in real estate 

sector, it is also evident from the study that the optimal resource utilization can 

only be possible through building sustainable infrastructures (Liao, Barooah 

2010).  

In the line of this argument, Glac (2015) supported this notion from his study, 

which concludes; building a sustainable building is the great mean of employing 

resources in an efficient and effective way. The perks associated with the 

sustainable development of real estate sector are also widely cited in many re-
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search studies in the same fashion. These perks not only benefit building owners 

but, also its users (Choi 2009). The nature of these benefits (tangible and non-

tangible) depends upon the nature of sustainable infrastructure.  

In a nutshell, it can be inferred from these studies that, predominantly the 

agenda of sustainable real estate sector development entail efficient usage of 

resources, construction materials, energy requirements, and leave minimal 

effects on the environment while doing these.  

 

Research methodology 

In this study, we have used descriptive research design and correlational 

research design. The purpose of selecting and using the correlational research 

design was to identify and recognize the relationship between the variables that 

are associated with the perception of the real estate investors regarding green 

buildings’ benefits. On the other hand, the descriptive research design was 

chosen to profoundly examine the identified variables, in the form of 

percentages, frequencies, etc.  

Primary data was collected by distributing survey questionnaire among 137 real 

estate investors, in Lagos Island, Ikeja and Lagos Mainland. The study was able 

to retrieve 103 questionnaires representing 75percent response rate. 

 

Results and Discussion 

Data Background 

A total of 103 questionnaire out of 137 questionnaire administered were 

retrieved from the respondents, this represents a response rate of 75.18%. 

 

Table 1: Year of experience of respondents 

Years  Frequency Percentage 

1-10 7 6.79 

11-20 33 32.03 

21-30 49 47.57 

30+ 14 13.51 

Total 103 100.00 

Source: Field survey, 2020 

 

From Table 1, 79 percent of the respondents have long years (i.e. more than 20 

years) of experience in commercial real estate investment. Hence, information 
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supplied by most of the respondents are reliable and valid for the attainment of 

the objectives of this study. 

 

Table 2: Respondents’ knowledge of Lagos commercial Property sector 

Level of Knowledge Frequency Percentage 

Highly Knowledgeable 84 81.55 

Knowledgeable 15 14.56 

Somewhat Knowledgeable 4 3.89 

No Knowledge - - 

Total 103 100.00 

Source: Field survey, 2020 

 

Table 2 shows that 84 respondents representing 81.55 percent of the 

respondents have in-depth knowledge of commercial property sector in Lagos 

Metropolis. This is not unconnected with the dominant feature of commercial 

properties in Lagos property market, hence; the respondents are the suitable 

target population for the study. 

 

Table 3: Respondents’ knowledge of Lagos Sustainable commercial building 

Sustainable commercial building  Frequency Percentage 

Highly Knowledgeable 104 72.73 

Knowledgeable 25 17.48 

Somewhat Knowledgeable 14 9.79 

No Knowledge - - 

Total 143 100.00 

Source: Field survey, 2019 

 

In this study, the significance of SRED is assessed by evaluating its associated 

benefits. It considers higher building value (HBV), cost savings (CS), 

environmental gains (EG) and productivity gains (PG) as the key benefits of 

green buildings.  

According to the results, majority of the respondents consider higher rents 

(74.8%), market distinction (87.4%), faster tenants lease-up (68.9%), and 

valuation premiums (75.7%) as important factors/benefit as an attribute of 

SRED in terms of higher building value. 
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 In terms of cost saving, majority of the investors find secure grants, low 

maintenance costs, energy efficiency, and water conservation as significant 

benefits. Moreover, with respect to productivity gains, the research finds that 

majority of the investors consider higher morale and user satisfaction as 

important factors. However, 23.3% and 14.6% consider reduced health and 

safety risks and reduced absenteeism as ‘not so important’ benefits of SRED 

respectively.  

 

Conclusion  

The research finds a significant influence of the SRED’s benefits (which include 

higher building value, productivity gains, and environmental gains) on 

investment in green buildings. Significant and positive associations between the 

variables suggest that higher perceived building value, productivity gains, and 

environmental gains lead to greater investment in green buildings. The results 

suggest that the attractiveness of the real estate sector can be enhanced by 

implementing sustainability in real estate development and establishing more 

green buildings. Moreover, the awareness about the benefits of implementing 

SRED is important among the investors. 

 

Recommendation 

On the basis of the research findings, it is suggested to further enhance the 

awareness about the benefits of investing in green buildings. As sustainability 

in the real estate sector would positively influence environment, economy, and 

the overall society. Future studies, on the subject, may also consider secondary 

data on sustain-ability and investment to examine the relationship between the 

two variables.  
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