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Preface

In order to accomplish the mastertrack Real Estate Management and Development of the TU Eindhoven this 
graduation research is conducted. This report describes the findings of the thorough study I have conducted 
on the incorporation of sustainability within a real estate investment portfolio.  

The main research question which is leading throughout this thesis is formulated as: How to translate corporate 
sustainability objectives in a real estate investment policy? It seems that the context of the real estate market 
is changing due to the increasing call for sustainability and stringent regulations. However, investors are still 
struggling to find appropriate measures to integrate their corporate sustainability objectives into their real 
estate portfolios. Hence this study gathers information into the interests of tenants and investors that impact 
the sustainability performance of retail real estate and ultimately creates an instrument that enables investors 
to perform this translation. 

This instrument provides real estate investment companies an extra tool in order to make informed choices 
regarding their real estate portfolio. An increasingly amount of investors are seeking for measures how 
sustainability can be incorporated wihtin their real estate investment portfolio. This study therefore responds 
on the current trends and developments the real estate market currently faces. 

At this point, I would like to thank Stephan Maussen and Sharon Dolmans from the TU Eindhoven for their 
guidance and support during my graduation. Several hours we have been discussing on how the instrument 
should be given substance and how this could lead to a significant contribution to the real estate investment 
market. Furthermore I would like to thank my colleagues from NN Group, and my supervisor Marieke van 
Kamp in particular for the pleasant cooperation and practical assistance during the last eight months. I also 
would like to thank the interviewees for their contribution to this investigation. 

Second, I would like to thank my family and my girlfriend Lisa for their unconditional support. Their interest 
on real estate investments and sustainability has significantly increased the last eight months as I tried to 
explain (and perhaps sometimes complain) about my research. Futhermore I am very pleased they provided 
me sufficient distraction during the moments of relaxation. 

Finally, a word of thanks to my friends who gave me the distraction, relaxation and lots of humor I needed 
during this period. 

To actually find out how sustainability in the retail real estate investment market has grounded nowadays, it 
is essential to cover the thesis from word to word. 

Guus Jansen

3 July 2015
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EXECUTIVE SUMMARY

Introduction
The context of the real estate market is changing, as it seems that traditional properties are no longer aligned 
with the increasing call for sustainability. While the economic crisis seems to have bottomed out, the increasing 
interest for sustainability has a strong impact on the way future business is conducted. This increasing interest 
combined with stringent regulations have ensured that real estate investors are slowly becoming aware of the 
added value of green assets. A full commitment to energy a neutral stock is at this stage perhaps a bridge too 
far, but the repercussions are slowly becoming visible in the real estate market where investors are seeking 
for answers on how sustainability impacts their portfolio and how sustainability can be incorporated in the 
real estate investment policy. 

This increasing interest in sustainability can largely be attributed to the fact that the real estate market 
attributes to 40% of the current overall energy consumption (UNEP 2011). Furthermore, Bauer et al. (2011) 
indicates that there is still a great untapped potential of energy savings in the real estate industry. Due to the 
lack of transparency in the property sector and in order to identify the areas of improvements in sustainability  
various instruments have been introduced throughout the years to measure and evaluate the sustainability 
performance in the real estate sector. Although these tools offer a wide range of findings, investors are still 
struggling to find appropriate measures to integrate their corporate sustainability objectives into their real 
estate portfolios. What measures do investors have to make to become ‘best in class’? This study therefore 
attempts to find an answer to the following research question:

How to translate corporate sustainable objectives in a sustainable real estate investment policy? 

The main research objectives are:
1. Obtain insight in the interests of tenants and investors with respect to the sustainability performance of 
retail real estate
2. Develop an instrument on how sustainability objectives and ambitions on corporate level can be 
translated into a real estate investment policy. 

Literature study on sustainable real estate 
The literature review provides an overview of how sustainability is currently incorporated within the retail real 
estate sector. At first glance it seems that investors have full responsibility for the preservation of  real estate 
properties as indeed it is their proprietary asset. However, this worldwide challenge ultimately seems to be 
a shared objective of investors and tenants. The largest hurdle that must be taken is to abandon the unequal 
interest (vicious circle of blame) and to increase the collaboration between the various stakeholders. Without 
solving this conflicted interest (split incentive) the cards remain stacked against investors and tenants. 

To address this issue and to seek for drivers for sustainability, various studies have been conducted to 
explore the interests of both the investors and tenants in the retail real estate market. Existing literature 
demonstrates that green properties provide certain benefits such as higher occupancy ratios, energy 
efficiency (lower service costs), higher valuations can lead to ancillary benefits such as better reputation 
and increasing loyalty of employees (Eichholtz et al, 2012). Others such as JLL (2010) and van Gelder (2010) 
even acknowledge that sustainability enhances the satisfaction of shareholders and that it creates a better 
working environment. Besides the advantages for investors, sustainability creates benefits for tenants as well. 
In this  respect, Peterson & Gammill (2010), Fuerst et al. (2011), Eichholtz et al. (2012) demonstrate that 
the occupiers of commercial real estate assets gain benefits out of reducing absenteeism through a better 
working environment, improvement of their brand image and savings on service charges. 
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Field research
To evaluate whether the criteria that have been derived from the literature study actually have an impoact 
on the decision making process of investors and tenants a qualitative research has been performed. To this 
end, a sample of investors with direct investments in European retail real estate and as well as a sample 
of large retailers is carefully selected. From the sample, 6 out of 13 investors were willing to participate in 
this research. The sample of tenants consisted of large retailers without a specific sector focus, however 
preferably are the typical anchors tenants within shopping centers. Out of the 12 approached retailers, 3 
agreed to participate in this study. 

Qualitative research investors
The results from the interviews with investors are composed in table 0.1. In line with the findings from the 
literature study, positive impact of sustainabilityon value of real estate is still the main driving force for a 
sustainable real estate portfolio. It seems that these criteria can provide guidance when deploying a certain 
level of sustainability for a real estate investor. 

Table 0.1 Gradation sustainability criteria investors

Investor A Investor B Investor C Investor D Investor E Investor F

Impact value Impact value Impact value Impact value Reputation Impact value
Service costs Reputation Demand Service costs Caring environ Service costs
Reputation Service costs Reputation Reputation - Reputation

Demand Demand Service costs Demand - Caring environ.
Work environ. Caring environ. Caring environ. Caring environ. - -
Caring environ. Work environ. Work environ. Work environ. - -

The full set of criteria is supplemented with three additional themes: exerting influence on sustainability, 
incorporation sustainability during acquisition and collaboration with tenants. These themes have arisen 
from the literature study and due to the strong coherence with the sustainability ambition level of an investor 
these have been added. Subsequently, it is determined which criteria are quantitatively assessable and are 
therefore applicable to distinguish certain ambition levels. It seems that only the service costs, reputation 
and caring for the environment comply with these requirements. Hence these criteria are supplemented to 
the other three themes and the results of the qualitative study is showed in table 0.2 This score is based on a 
score system 1 – 5 to indicate to what extent an investor attaches value. A score of 5 points indicates that an 
investor attaches high value and 1 point is allocated when an investor does not attach any value.

Table 0.2 Quantitative result per investor

Theme Investor 
A

Investor 
B

Investor 
C

Investor 
D

Investor 
E

Investor 
F

Influence of investors 4 5 5 4 2 5
Sustainability during acquisition 4 5 4 2 3 4
Reputation 4 5 5 3 4 5
Service costs 2 4 2 2 4 4
Healthier work environment 1 1 1 3 2 1
Caring for the environment 4 4 5 4 4 4
Collaboration investors – tenants 3 3 5 2 4 5

Qualitative research tenants
The results from the interviews with tenants show that sustainability has no significant impact on the process 
prior to the selecting and leasing of a property. The primary expansion decision to open a new retail property 
mainly depends on economic aspects such as location, catchment area, accessibility, footfall forecast and 
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total cost of occupancy. Although it is not considered during the expansion process, retailers have the ability 
to influence the sustainability level of the property by adjusting the fit out during the operational phase. 
The influence on the shell structure is marginal, while a lot of impact can be exerted on the fit out. Although 
tenants have the opportunity for sustainable improvements, these interventions are solely performed in case 
of a long-term lease agreement that enables them to recover the investment. 

When further investigating the tenants’ motivations for sustainability, results indicate that lowering service 
costs is the most important driver for retailers. Furthermore it is noticed that maintaining and improving the 
reputation is an increasingly important factor for tenants, as well as a healthier work environment. In this 
respect, retailers acknowledge that they pursue a good working and shopping environment and consider 
their employees as the capital of the company. The sequence of importance per criteria for retail tenants is 
illustrated in table 0.1.  

Table 0.3 Gradation sustainability criteria retailers

Retailer A Retailer B Retailer C

Lower service costs Reputation Lower service costs
Reputation Lower service costs Healthier work environment

Healthier work environment Healthier work environment Reputation

Although the interest is rising, sustainability remains a complex issue for retailers through the short-term 
leases in the retail market. Retailers tend to commit themselves for a short period and intent to invest as 
little as possible. Despite this reluctant mindset, the benefits of sustainability are increasingly recognized and 
especially retailers with a long-term lease agreement are willing to enter the dialogue in order to increase the 
sustainability performance. 

Translation instrument
Altogether the outcomes of the qualitative study show that the majority of drivers for sustainability are 
acknowledged by tenants and investors, in which it is noticed that the financial motives still prevails. However 
the question remains: which sustainability ambition levels can be distinguished for real estate investors and 
how can the translation be performed? It seems that the six themes (table 0.3) are suited for this purpose. 
They therefore are the pillars for this translation instrument. The themes have been explored trough the 
results arising from the literature study and the interviews among investors and tenants. Substance is given 
to this instrument as schematically illustrated in figure 0.1.

68 
 

5	 Results		

The  previous  chapter  investigated  the  results  of  the  interviews with 
investors  (part  l)  and  tenants  (part  ll).  To  provide  an  answer  on  the 
main question of this research it is important to combine these results 
per  theme.  Since  this  thesis  specifically  focuses on  the  investors  side 
the  outcome  is  used  to  determine  which  ambition  levels  can  be 
distinguished.  First  an  explanation  is  provided which methodology  is 
applied for this analysis. Subsequent a summary of the results of both 
investors  and  tenants  is  provided  and  including  the  literature  this  is 
merged  into  five ambition  levels.  Furthermore a practical  case  is elaborated, providing an answer 
how an ambition level of a real estate investment company is determined.  

 

5.1   Method  

The  literature  study  outlines multiple  issues  related  to  sustainability within  the  retail  real  estate. 
These topics are accumulated within chapter 4  into a number of main themes. These themes have 
been  explored  through  a  qualitative  study  among  investors  and  tenants.  To  scrutinize  the 
information  from  the  literature  study  to  the  results  of  the  interviews,  this  chapter  provides  an 
elaboration of the investors as well as the tenants. The method is executed as illustrated below.  

 

 

 

 

 

 

 

Figure 5.1 Schematic description of instrument 

This evaluation starts with a contention arising from the literature on the six topics as elaborated inn 
paragraph 4.3. Subsequently  it  is briefly described how the response of both  investors and tenants 
on this topic was. Every section is concluded by making a distinction between the levels of ambition 
of the investors. It is assumed that these results are a reliable representation from the total market, 
including  insight  in  the highest and  lowest  levels of ambition. Therefore a distinction  is performed 
between five different ambition levels i.e. V. Frontrunner (5 points), IV. Above average (4 points), III. 
Average (3 points), II. Passive (2 points) and I. Very passive (1 point). This means that a maximum of 5 
points  per  theme  can  be  achieved, with  a  total  score  of  30  points  over  six  themes.  This  is  the 
maximum  sustainability  level  which  can  be  obtained  in  case  the  company  achieves  the  highest 
possible  score  on  each  aspect.  Simultaneously  this  is  derived  from  a  certain  ambition  level  of 

Results interviews 
investors

Results interviews 
tenants 

Theme literature 

Assessm
ent 

Com
bine 

results  

Instrument with five 
ambition levels: 
V. Frontrunner 
IV. Above average 
lIl. Average 
II. Passive 
l. Very passive   

Figure 0.1 Schematic description of instrument

Within every theme a distinction is made between five levels of ambition of the investor i.e. V. Frontrunner, 
IV. Above average, III. Average, II. Passive and I. Very passive. This instrument enables investors to perform a 
translation from ambition level to a concrete plan of action. To test this instrument a case study is included in 
this thesis. Herein the sustainability ambition of NN Group is determined based on the overall sustainability 
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report and an in-depth interview. On this basis a concrete translation is carried out to set up a plan of action 
that suits the ambition level.

Conclusion
The purpose of this study was to obtain insight into the interests of tenants and investors regarding 
sustainability and ultimately to provide an answer on the main question of this study. To answer the main 
question an instrument is developed which enables investors to align their sustainability ambition into a 
concrete plan of action for the real estate portfolio. The current policy of NN Group is applied as case study 
in this study and the outcome of this instrument is used as a basis for drafting the real estate guidelines for 
2015.

Tenants
The outcome of the qualitative study among tenants demonstrate that retailers who commit themselves for 
a longer period to a property are willing to make an additional investment to obtain a certain sustainability 
performance and ensure that it is tailored to their requirements. Furthermore it has to be borne in mind 
that the quickest wins for the majority of tenants on sustainability issues can be obtained by preserving the 
production chain instead of their leased properties.   

Investors
From the review of the motivations of investors it can be concluded that from the six drivers arising from 
the literature solely the service costs, caring for the environment and reputation have a direct link to the 
sustainability ambition of an investor. Although a higher market value still remains the most important driver 
for the pursuit of a higher sustainability performance, it is only financially driven with no link to sustainability. 
Furthermore the criteria increasing demand is not recognized by the investors and it can be concluded that 
the healthier work environment is perceived to be solely of relevance for the office market. 

On the relationship between service costs and sustainability no unequivocal answers can be found. It is not 
clear from the data whether this is a decisive factor. However, it can be concluded that this largely depends 
on the type of contract with the energy suppliers and applied installations. From the sixth criteria i.e. the 
caring for the environment it can be concluded that this is considered as a very important aspect. However, 
in comparison with other criteria the caring for the environment seems to be  the least important criteria for 
investors. 

Although the majority of influence on the property is transmitted from the investor to the tenant at the 
moment of leasing, an upward trend is visible here. Several investors impose certain requirements on the 
tenants attitude through green leases to prevent a so-called free riders principle. When considering the 
incorporation of sustainability during acquisition it can be concluded that a certain sustainability performance 
was not required, even at the frontrunner of the markets. It is definitely no deal-breaker if it is missing since 
this can be arranged post-investment. In fact, it seems that the largest challenge lies in the preservation and 
improvement of the current stock. 

Finally, it can be concluded that the link between sustainability and an improving reputation is an important 
motivation for investors. This is particularly reinforced at the listed companies due to the stringent 
requirements of the institutional capital side. Nevertheless, it turns out that both investors and tenants agree 
that it is hard for consumers or shareholders to determine the sustainability rate of a property based on the 
façade. Despite this ‘no naming, no shaming’ the investors agree that it could be justified as this will definitely 
become an issue in the long run. 
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1          INTRODUCTION

This chapter discusses the main objective of this thesis. The first paragraph provides an introduction which 

serves as the motivation for this research. In the subsequent paragraphs the problem definition, main 

question, associated sub-questions and main objective are outlined. The last part elaborates the action plan 

and relevance of this research.

1.1           Context

"The nation behaves well if it treats the natural resources as assets which it must turn over to the next 

generation increased, and not impaired, in value" - Theodore Roosevelt, 26th president of the United States 

Sustainability. It is a concept that has significantly increased in popularity recent years. This term is frequently 

used by the media, on products in the supermarket and in the automotive industry, especially with the Tesla 

gaining ground. Municipalities are providing financial benefits for consumers who separate their waste and 

companies are stimulating employees to trade their car for a bicycle by tax discounts. Altogether these 

everyday actions share the common similarity of sustainability. It appears that the current society considers 

the effect of global warming and carbon footprint as a major obstacle. If we fail in creating a sustainable 

society who use and re-use energy in a conscious manner this may cause a bottleneck in the future.

This changing mindset also has its repercussions in the field of real estate. During the recent debt crisis, 

real estate investment funds were encouraged to create new opportunities and avert disincentives from the 

market. This resulted in an increasing awareness to create and exploit sustainable opportunities in order to 

maintain a stable cash flow and minimize the risks. This stresses the fact that sustainability appears to have a 

significant share in real estate investment decisions since the start of the Eurozone debt crisis (UNEP, 2009). 

Moreover investors consider sustainability as an additional criteria in their decision making process, in which 

it offers shareholders and tenants an extra tool to assess their portfolio or property (den Hartog, 2011). 

The increasing incorporation of sustainability in the real estate industry can partly be attributed due to 

the high sustainable potential for energy reduction in this market. As the real estate market accounts for 

40% of the current energy consumption (UNEP, 2008), it causes a large untapped potential. In addition, the 

building industry also accounts for 30-40% of the total C02 emissions (UNEP, 2014). These findings stress the 

importance to include the real estate sector in the objective to decrease the CO2 footprint and prevent the 

backdrop of fossil fuels. 

Although the benefits of embracing sustainability are quite evident, many real estate investment companies 

are still looking for ways to incorporate sustainability within their strategy and targets. While sustainability is 

nowadays often included in corporate policies and objectives, it is not easily translated to specific departments 

or into concrete strategic actions. This thesis therefore focuses on this issue: how to translate corporate 

sustainable objectives into a real estate investment policy? 
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1.2          Problem definition
Times have changed. The real estate market is slowly becoming aware of the increasing importance of 

sustainability. According to Bauer et al. (2011) the majority of real estate investment funds in Europe contain 

highly untapped potential for improvements. However, investors are struggling to find appropriate measures 

to incorporate their sustainable objectives within their real estate investment portfolio. There is currently 

barely  any information available on the integration of sustainability and a concrete instrument to align the 

sustainability level to a concrete action plan is lacking. Hence this thesis attempts to find a way to integrate 

these sustainability objectives  - defined on corporate level - into a policy for the real estate investment 

portfolio.

1.3           Research question
This research focuses on the accumulation of corporate sustainable objectives, criteria of investors and 

tenants into a real estate investment policy specifically tailored for retail properties. In order to provide a 

scientific contribution to the previous conducted knowledge the following main question is formulated:
 
How to translate corporate sustainability objectives into a real estate investment policy?

On the basis of the preceding main question it is necessary to formulate sub-questions as it is needed to put 

boundaries within the research. Ultimately, the main question of this research will be answered by exploring 

the following sub-questions:

1. What is sustainability generally? 

2. What is the understanding of sustainable real estate? 

3. How is sustainability considered from the perspective of a real estate investor? 

4. How is sustainability considered from the perspective of a tenant? 

5. Which possible sustainability ambitions can be distinguished?

Case study 

6. What is the corporate ambition level in terms of sustainability?

7. What is the current sustainability performance of the real estate portfolio? 

 

1.4           Main objective 
The problem definition outlined that a significant amount of the stakeholders within the real estate chain  

have an increased interest in sustainability. To find an equilibrium it is important to investigate their individual 

interests. Although this seems to be an objective for all stakeholders participating in the real estate chain, 

the scope is narrowed to the investors and tenants. This separation is based on the fact that investors impose 

requirements to its asset and property managers and that the awareness of tenants is considered as important 

as their attitude could have a major influence on the sustainability performance. Hence this has resulted in 

the following main objectives:  
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1. Obtain insight within the interests of tenants and investors that impact the sustainability performance                                   

of real estate

2. Create an instrument on how sustainability objectives on corporate level can be translated into a real estate                                                  

investment policy. 

The definition of corporate objectives is introduced here. In this research the sustainability objectives of NN 

Group will be used. These objectives will be used in the investigation to make the transition of an ambition 

level to an action plan for the real estate portfolio of NN Group. 

1.5           Scope
The initial investigations led to the conclusion that the interests of investors and tenants in the different 

sectors i.e. offices, retail, logistics and residential are highly deviating from each other. To be able to gain 

enough comparable information, it was chosen to narrow the scope of the thesis to the retail sector. However, 

some references to other sectors are used in the literature study and to identify where sectors deviate from 

one another.
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1.6          Research layout
This research aims to translate sustainability objectives into a real estate investment policy and is based on 

an empirical study. The structure of this study consists of several steps which are schematically illustrated in 

the figure on the next page. This framework provides an overview of the issues on which knowledge has to 

be acquired and the steps that have to be taken.  In this, there are three main phases that have to be passed; 

(1) the literature research regarding sustainability and sustainable real estate, (2) a field research among 

investment companies and tenants and (3) aggregation of the results of the interviews with investors and 

tenants combined with the data from the NN Group in order to provide an answer on the main question.

Provide an answer on the main question of this thesis 

Case study
Determine current sustainability performance, 
ambition level and actions that should be taken

Conclusion

O
ut

co
m

e

Determine ambition levels based on the literature 
and outcome interviews

Exploration research field and research objective 
Define scope, problem statement, sub and main questions

Co
nt

ex
t

In
-d

ep
th

Determine ambition levels 

Data collection
Interview with investors regarding their 

consideration on sustainability

Combine data from interviews and determine 
applicable themes

Data collection

Theoretical framework

Explore sustainability 

Bundling data

Define the umbrella term 'sustainability'

Sustainability within the real estate market 
identifying interests of investors / tenants 

Interview with investors regarding their 
consideration on sustainability

Figure 1.1 Research layout
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Phase 1 - Context: Literature research regarding sustainability and real estate
The first phase of this study explores the umbrella term ‘sustainability’ both in general as well as specifically 
related to real estate. Overall this section attempts to provide an answer on the questions: what is sustainability 
in a general way and what is the underlying understanding of sustainable real estate? 

The first part of chapter 2 consists of a literature study on the general understanding of sustainability. It 
addresses the original drivers for the increasing call for sustainability and how this has further developed in 
recent years. Furthermore it outlines different interpretations of this umbrella terminology and seeks for the 
most relevant interpretation for the real estate market. 

The second part of chapter 2 focuses on the applicability of the global sustainability challenge to the real 
estate industry. It provides insight on the current numbers and when real estate is considered as sustainable. 
After that, the features of available measurement tools are investigated and compared in order to decide 
which instrument is best tailored for this research. 

In chapter 3, an investigation is performed to determine the hurdles the real estate market has to face to 
increase the sustainability performance. Furthermore a review will be performed with an emphasis on the 
interests and criteria of tenants and investors. Altogether, the gathered information will serve as background 
for the interviews which are conducted in the subsequent phase. 

Phase 2 - In-depth: Qualitative research among investors and tenants
In chapter 4 a qualitative research is conducted among real estate investors (part I) and tenants (part II). 
During these interviews it is evaluated to what extent investors and tenants have engaged with sustainability. 
The findings from the literature research in chapter 3 are applied to evaluate during the interviews with 
investors and tenants. The main purpose is to gain an additional rationale and verification on the subjects 
arising from the literature study. 

By combining the outcome of the interviews and information from the literature review (part III), a comparison 
can be performed between the interests of investors and tenants. Simultaneously, this outcome reveals which 
themes have coherence with a certain sustainability performance. These themes are used as substance in 
phase three to develop an ambition instrument in which a distinction is made from the extremes of ‘only 
doing the bare legal minimum’ to ‘being a green star’.

Phase 3 - Outcome: Combining data to determine different ambition levels 
In chapter 5 the findings from the literature study and interviews are used to determine different ambition 
levels on sustainability.  Hence an instrument is developed with six themes in which five different ambition 
levels are distinguished i.e. V. Frontrunner, IV. Above average, III. Average, II. Passive and I. Very passive. 
Within these themes it is determined which actions should be undertaken by the investor to meet this level. 

To apply this instrument into practice, a case study is implemented that determine the ambition level per 
theme. For this purpose, the sustainability report of NN Group is analysed to seek for information that is 
applicable for the determination of an ambition level on these six themes. To provide an additional rationale 
to this interpretation a brief interview is executed with one board member of NN Group. 
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To turn these action into a concrete roadmap it is important to get insight in the current performance of the 
real estate portfolio of NN Group. The results of GRESB are therefore used. Herein answers will be provided 
on the performance of the current portfolio and which opportunities for improvements can be identified. 
With the combination of this instrument, the ambition level per theme and the current ‘state’ of the portfolio 
the action plan can be determined. 

Chapter 6 describes the conclusion and answers the main research question. To conclude, the study will be 
evaluated through a discussion in view of the future, by providing recommendations and by a theoretical 
implication. 

1.7          Relevance
The scientific relevance of this research is mainly to expand available knowledge on sustainability within the 
retail real estate sector. Currently there is not much information available on this topic. In fact, there is no 
study available which provides the ability to set up an action plan based on the ambition level of a real estate 
investor. 

The societal relevance of this research is partially described in the introduction of this study. In recent years 
real estate investors are experiencing the pressure of governmental policies, shareholders and the society to 
enlarge the incorporation of sustainability within real estate investment portfolios. This encouraged many 
researchers to perform studies on sustainability in the real estate market. However, the majority of these 
investigations have focused on the impact of sustainability on the value of real estate, while this study seeks 
to tailor the sustainability policy for the real estate portfolio to the corporate ambitions. Many companies 
are facing the challenge to make the connection between the corporate sustainability ambition and the real 
estate investment portfolio, in which this study attempts to provide an answer on how they can deal with this 
challenge.



The incorporation of a sustainability ambition level in a real estate investment portfolio          G.J.L.M.  Jansen, 2015

17

2          SUSTAINABILITY

This chapter elaborates on the term sustainability, since it is considered as an 
umbrella term and comprises a large part of this research. The first paragraph of 
this chapter contains a description of the general definition and background of 
sustainability. In the second part the definition of sustainability within the real 
estate market is investigated and the third paragraph included multiple tools 
which are applied to measure the sustainability performance of real estate

                                                                                                                                                                  
2.1           Definition

"Our biggest challenge in this new century is to take an idea that seems abstract – sustainable development – 

and turn it into a reality” – Kofi Annan, 2001

The sustainability ideology is rapidly growing around the globe. This increasing popularity is reflected in the 

attention in the newspapers, media and on the internet. Companies are using sustainability as part of their 

processes and products, intending to give them extra strength and create an additional USP. However, the 

question remains: what does the word sustainability mean? 

The first well-known publication that increased the awareness in the society of sustainability is the report: 

‘Our common future’. This report has been published in 1987 by the World Commission on Environment and 

Development in which it provided new insight in the field of environmental, social and economic aspects. It 

was the first report with a primary focus on global sustainability in which a comprehensive overview of the 

environmental situation of the earth, future projections in case no actions were taken and also possible action 

to take were provided. This report launched the ‘sustainable philosophy’, defined as follows: “Development 

that meets the needs of the present without compromising the ability of future generations to meet their own 

needs.” – United Nations, 1987

In subsequent years various studies were conducted, campaigns were held and agreements were signed 

stressing the increasing importance of sustainability. In particular the adoption of the Kyoto protocol in 

2004 and Al Gore’s world famous campaign ‘The inconvenient truth’ enlarged the worldwide awareness 

for sustainability. Both reports suggest that the continuation of the current lifestyle causes major risks to 

health and environment for future generations. These findings connect with the definitions of the dictionary 

‘long durability; little wear and tear; low environmental impact’ (Van Dale, 2014). These developments made 

companies slowly starting to incorporate sustainability aspects in their business objectives and strategies. 

In the context of these alterations John Elkington (1995) introduced three important issues that comprise and 

affect sustainable development: the aim to find balance between the three P’s, i.e. planet, people and profit. 

These are known as the triple bottom line. Herein planet is the consideration of environment. This implies 

the recital of the impact of products, services and the overall process on the planet (MVO, 2014). Moreover 

it should provide an answer on the question how the business can ensure that the environmental impact is 

minimized. The second aspect people comprises issues such as: what does the company do for people? Does 
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the company fulfil their needs and does the company deal with their interests? Hence, this contains social 

sustainability and considers aspects such as healthiness, integrity, safety, satisfaction, live environment and 

social integration. The last aspect profit is the consideration of profitability, which can have many different 

forms, like reducing costs (by lengthening the life cycle, usage of recycled materials) or improving functionality. 

The diversity of definitions demonstrates that sustainability can be interpreted in different ways. In general, 

it can be concluded that the responsibility for the environment, future generations and fossil fuels have to be 

taken into account. This should result in lowering the environmental impact and improving durability. These 

actions are reflected in the three P’s of Elkington (1995) which are used in many companies as guideline. 

However, since this study focuses on sustainability in the real estate market it is necessary to seek for a 

definition that is applicable to this sector. 

When considering the definition of sustainability within the real estate investments, the emphasis is  more 

on long term consequences and less on a short-term solutions (in line with the characteristics of the asset 

class). Mackaaij (2011) investigated sustainability within real estate funds and indicates that the vast majority 

of responsible real estate investments are based upon ‘ESG factors’. This trend can be attributed to the 

adoption of the Principles for Responsible Investment by the United Nations in 2006. The main purpose of 

this document is the implementation of ESG measures within the investment decision making process (UNEP 

FI, 2014). These associating issues - as showed in figure 2.1 - contain many similarities with the definitions 

of IVBN and are increasingly applied through many sectors in order to engage sustainability in the business 

strategy. 

Figure 2.1 ESG issues 

When integrating these measures in the corporate objectives, companies should be enabled to significantly 

benefit on economic, social and environmental level. In particular the environment aspect contains highly 

untapped potential (Bauer et al., 2011) as the real estate sector, through its construction, use and demolition, 

accounts for 30-40% of the total global carbon footprint (UNEP 2014). 

For companies in the real estate investment industry the primary goal: ‘obtaining the highest return with the 
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lowest possible risk’ needs to be kept in mind (Makaaij, 2011). When aggregating the corporate objectives 

and ESG factors, this leads to the description of Eurosif (2014): “Any type of investment process that combines 

investors’ financial objectives with their concerns about Environmental Social and Governance (ESG) issues”. – 

Eurosif 2014. 

The significance of ESG factors in the investment process is undisputed and rising, but need to be complementary 

to the financial purpose. The obtained results from the ESG analysis can play a dominant role in the decision 

process to acquire, enhance or dispose of real estate. In case an equilibrium can be found between the 

associating issues, the investment is considered as sustainable and balanced as showed in figure 2.1.    

 

2.2           Sustainability in real estate 

“Preserving is not just a nice hobby, it’s a tough must” – Hans Copier 2009

During the last years sustainability has shifted from general trend to necessity in the real estate market. 

Institutional investors are aiming to enhance their real estate portfolios energy performance due to the 

increasing importance and demand in this market. According to Bauer et al. (2011) this has gradually resulted 

in an additional awareness of sustainable benefits due to the great untapped potential in the real estate 

industry. 

Within the real estate sector there is a number of significant aspects which directly impact the environment. 

Aspects such as energy, carbon emission, material use, water and waste are considered as a set of issues 

serving a basis for the sustainability performance. Regarding those environmental related aspects the great 

potential in the real estate market was revealed by UNEP (2007) showing that the real estate market attributes 

to 40% of the current overall energy consumption. This finding is confirmed by UNEP (2011) who concludes 

that more than 30% of the global energy use is utilized within buildings, while an additional 10% is used during 

production of building materials. Next to the energy use the building industry is also largely responsible for 

the worldwide carbon footprint (van der Spank, 2013; UNEP, 2014). In 2007, a report was published by the 

UNEP which showed that about 30-40% of the total emission was produced by the construction sector. 

These numbers reveal the backdrop of ever-increasing resource scarcity in the field of real estate. Moreover it 

stresses the importance that the real estate sector is responsible for a significant percentage of aspects such 

as energy consumption and carbon emissions. These results are in line with the statement of UNEP: “Based on 

several measures, it is apparent that the global construction sector has an oversized environmental footprint. 

Whilst the most tangible aspects of this footprint often relate to buildings in use, a significant if less understood 

proportion results from the broader design and construction process and the choice of materials used” – UNEP 

(2014). 

This quote stresses the importance to create an answer on the oversized footprint in the real estate sector. 

Gradually the awareness and importance of sustainable real estate is evolving. This tendency is reflected 
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by investors as the majority engage with sustainability instruments such as GRESB and tenants who apply 

sustainable objectives within their policy. Tenants are using sustainability as an additional criteria in their 

decision making process alongside aspects such as the monthly rent and location. This causes an enormous 

growth of costs on the side non-green real estate. As a result, the C02 tax was introduced in several countries 

causing a rising TCO  for non-sustainable buildings, while the TCO for sustainable buildings is declining in this 

situation (Steinmaier, 2014). Altogether, these developments contribute to a positive tendency regarding 

sustainability in the real estate market in the field of investors as well as tenants. 

However, to achieve the highest results on sustainability it is important to create balance between the interest 

of all stakeholders ranging from fund managers to tenants. Before thorough research will be conducted on 

the drivers regarding sustainability of these stakeholders, first an answer is provided on the question: when 

is real estate considered ‘sustainable’ and how to measure sustainable performance? For this issue IVBN 

provided this definition: 

“Sustainable real estate is real estate that is constructed or adjusted which imposes a minimal burden on scarce 

resources such as materials, energy, water and locations, while simultaneously functioning optimally in the 

area of tenant satisfaction, indoor environment and health”. - IVBN, 2009

This definition covers various elements and suggest that sustainable real estate should comply to having 

a minimal burden on finite resources, a lower carbon footprint and enhancing qualities such as indoor 

environment and stakeholder satisfaction. In addition, the Dutch government has recently determined five 

criteria on which real estate is to determine the sustainable performance (Steinmaier, 2014):

          • Energy efficiency

          • Application of materials

          • Healthiness inside buildings

          • User quality

          • Future value

Inside these five employed criteria, a distinction has to be performed between the direct and indirect issues. 

The direct issues contains the energy efficiency, application of materials and user quality. These aspects can 

easily be quantified, because the data is regularly monitored on these issues. The indirect issues comprises 

healthiness inside buildings and future value. As the approach of this study is focused on property level a 

further specification of these ‘indirect issues’ will be disregarded. 

Firstly, light will be shed on the energy efficiency. This criteria highly contributes to the energy costs and 

the amount of carbon footprint it is an obvious criteria that cannot be lacking in the assessment of the 

sustainability performance. This aspect is easy to quantify by a various amount of assessment tools. In the 

context of energy efficiency, the TU Delft has developed a strategy to optimize and enhance the energy 

consumption called ‘Trias Politica’ which contains three steps. According to this manual the first step and 

most important step is cutting back the energy consumption. Reducing the demand of energy is the most 

efficient way to mitigate the gas emissions and eliminate the issue of sky-high energy prices. The second step 
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also reflects reduction of demand and intends to achieve this purpose by the application of renewable energy 

sources such as heat and cold storage, solar energy (photo voltaic) or geothermal heat. The third and last step 

involves diminishing the use of finite energy resources. Ultimately this model provides a clear view on the 

process of becoming more energy efficient in the property sector. Through these adjustments the use of finite 

energy sources and gas emissions can be limited as much as possible. 

The second aspect addresses the application of durable materials within new developments as well as in 

renovation projects. To assess this aspect, an analysis is performed to what extent sustainable produced, 

natural and renewable materials are applied. These materials have to consider the environment and contribute 

to the welfare of users (Rijksoverheid, 2014). This last point thus offers an intersection with the third criteria 

i.e. user quality. The user quality evaluates the accessibility of the property, but also tries to perform an 

assessment on the functionality and technical quality of the property. 

The fourth criteria ‘healthiness’ is considered as an aspect which is less tangible than e.g. energy efficiency 

which makes the notion rather vague. However, some indicators are established regarding this terminology 

i.e. amount of daylight, type of ventilation and sound insulation. Nevertheless, the question remains: why is 

it important and what is the relationship with sustainability? According to this issue Fuerst et al. (2011) shows 

that a building with proper ventilation, sound insulation and an  appropriate amount of daylight causes a 

decrease on absenteeism and enhance the welfare of occupiers.  

The fifth and last criteria which is applied by the Dutch government during their sustainable review is 

future value. The future value of real estate includes an assessment on the location of the property  and 

simultaneously estimates the potential of attracting new tenants in case the current tenants will terminate 

their contract. This prediction will provide insight in the likeliness that vacancy will arise as result of tenants 

leaving, i.e. in case this is likely to occur it is considered as non-sustainable (Steinmaier, 2014). In addition, 

buildings in a dynamic environment are considered as sustainable. Clarifying, this includes areas such as train 

stations, shopping malls or business districts. 

This five-fold evaluation method is currently applied by the Dutch Government to assess the sustainable 

performance. However, a multiple of other instruments have been introduced the last decade to perform this 

evaluation. To decide which tool is dovetailed to apply within this research the next section will provide an 

overview on the various measurement tools.  

2.3           Measuring sustainability
Throughout the years a variety of instruments were introduced to scrutinize the energy performance of real 

estate. According to Baas (2012) measurement tools enable investors to discriminate between properties 

based on their sustainable performance. The variety of sustainable assessment tools is large and not every tools 

is equally used within the commercial real estate market. We can distinguish a small amount of assessment 

tools which are mostly applied. Each of these tools have their own distinctive assessment method which offers 

information is a specific field or country. First starting with Leadership in Energy and Environmental Design i.e. 
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LEED. The article ‘Portfolio greenness and the financial performance of REITS’ shows a clear explanation of 

this instrument: “It provides third-party verification that a building is designed and constructed using strategies 

aimed at improving performance across the following dimensions: energy consumption, water use, carbon 

emissions, indoor environmental quality and stewardship of resources” – Eichholtz et al. (2012). This tool is 

considered as the preferred accreditation through investors and tenants in the United States (Cushman & 

Wakefield, 2008). In this context LEED assesses properties on five categories of performance: (1) Sustainable 

sites, (2) Energy & Atmosphere, (3) Water Efficiency, (4) Indoor Environmental Quality and (5) Materials & 

Resources. The outcome of the assessment results in a Certified, Silver, Gold or Platinum accreditation. 

Next to the LEED certification, BREEAM is increasingly gaining ground with a specific aim on Europe. BREEAM 

was founded in the UK and assesses the ‘greenness’ of every property type (new or existing) by a ranking system 

in which separate features are rewarded. Those aspects are predetermined criteria and are accumulated into 

a total score. BREEAM assesses on eight categories: (1) Management, (2) Transport, (3) Energy, (4) Water, (5) 

Materials, (6) Pollution, (7) Land use & Ecology, (8) Sustainable sites and (9) Health and Wellbeing. In addition, 

BREEAM provides the opportunity to scrutinize the sustainability rate on multiple types of real estate: 

 • New buildings in which BREEAM is applied to assess the sustainability performance. In this context  

 an appreciation of pass, good, very good, excellent of outstanding is provided; 

 • Buildings that are currently in use. In this application the sustainability performance is measured in  

 the field of building characteristics, management and usage;

 • Area development: This corresponding certificate is used to determine the sustainability score of   

 the overall development process.

The third tool that is highlighted in this part is the Global Real Estate Sustainability Benchmark (GRESB). 

This instrument is introduced in 2009 and provides real estate investors a comprehensive overview of the 

sustainability of their real estate portfolio. GRESB is used widely across the globe and reveals to what extent 

sustainability is implemented in real estate funds. This benchmark uses a methodology across different regions 

and investments evaluating the sustainability performance of both private and listed real estate portfolios 

(GRESB, 2014). The analysis encompasses: (1) management, (2) policy & disclosure, risks & opportunities, (3) 

monitoring & EMS, (4) performance indications, (5) building certifications, (6) stakeholder engagement and 

(7) new construction & major renovations. These results allows real estate investment companies to identify 

the areas where they can enhance their sustainability performance (GRESB, 2014). It enables real estate 

investment companies to set up a dialogue with their asset managers to evaluate their current performance 

and their long-term ambition (Bauer et al., 2011). It provides participants a detailed comparison with peers, 

which helps in determining their ambition level.

Nevertheless, it has to be borne in mind that still a lot of progress can be made through optimizing the 

sustainability reporting, like including benchmarking (Baas, 2012). Why is benchmarking sustainability that 

important? Even though the sustainability ideology is increasingly becoming more concrete, it remains a 

broad term. But with asking the right questions a benchmark can be created allowing real estate investment 

companies to express their ambition in figures. Once benchmarking is performed on large scale and at the 
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majority of real estate investment companies it enables the industry to move forward. Bad performers 

were normally not judged and were hidden behind ‘no naming, no shaming’, but due to benchmarking a 

comparison can be performed between these real estate funds. This should raise the pressure on companies 

who do not participate in engaging the importance of sustainability within their funds.  

 
Comparison of tools
The preceding part outlined the diversity of three different tools to assess the sustainability performance.  

Because the criteria and weightings of LEED, BREEAM and GRESB differ, it is difficult to perform a one-on-

one comparison. Every instrument has its own paradigm and thus can cause an inconsistency in findings 

and measurements (Neimann, 2014). However, this study attempts to provide an action plan to tailor the 

sustainability performance of the real estate portfolio to the corporate ambition level. Hence the question 

remains: which instrument fits the best within the needs of a real estate investor? 

When considering the deviations between LEED, BREEAM and GRESB it appears the tools differ in use and 

application. LEED and BREEAM are used on property level, while GRESB is applied on fund level. When 

highlighting the overlaps between the instruments, BREEAM seems to have large similarities with LEED. Both 

instruments have a large focus on energy, transport, use of materials, pollution and the efficient processing 

of waste as showed in table 2.1. In addition, a label is usually granted after completion or renovations. In 

both tools, management has a relatively low weighting comparing GRESB. Despite the overlaps, there is a 

major deviation with respect to the application. According to Cushman and Wakefield (2008) the criteria 

of BREEAM depends on the use of a particular property and can be adapted to local circumstances. LEED is 

based on homogenous criteria with a minority focus on the operational part This enables LEED to perform a 

quicker scan comparing BREEAM and reinforces the preceding argument that scores of different assessment 

tools cannot be compared one-on-one and stresses the importance to compare results with equivalent 

instruments. 

Table 2.1 Comparison measurement tools

Furthermore it is noticed that BREEAM and LEED are applied on property level: the focus is on the performance 

of stand-alone buildings and to a lesser extent on a portfolio of multiple properties. In case the sustainability 

performance of multiple real estate objects has to be evaluated, GRESB may offer a solution. Within 

Criteria %  GRESB  BREEAM LEED Green Star GPR Building  Energy Star
Management  31  12 8 10  
Transport    8

25 
10  

Energy   
 

44 

19 20 20  100
Water  6 5 12 20 
Materials  12,5 19 10 20 
Pollution  10 11 5 20 
Land use & Ecology    10 5 8  
Waste    7,5  
Sustainable sites    16  
Health & Well‐being   

26 
15 13 10 20 

Stakeholders engagement  
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GRESB the evaluation criteria are classified differently relative to LEED and BREEAM. Firstly, the weighting 

of management i.e. the operation and management of assets have an higher ratio in the total score. This 

indicates an application that fits better within the management of real estate. Secondly, a comprehensive 

emphasis is placed on the stakeholder engagement. This includes the engagement of stakeholders in both 

the process and exploitation phase. In particular, the commitment of the entire chain the management of 

the property and communicating objectives towards tenants. “In order to achieve maximum profits from 

sustainable investments and achieving objectives, it is important to communicate these objectives towards 

property managers and tenants”. Finally GRESB takes into account the energy consumption, separating waste 

and reduce and reuse of water. 

Based on the above, it appears that GRESB fits the best within the requirements of this research. As real 

estate investors diversify their portfolio to limit the risk of individual buildings, they have to deal with multiple 

assets in different sectors, located in different countries. Inherently, a general tool fits the best within these 

requirements. Whenever a tool is used that is specific designed for a country or continent it may provide a 

distorted image when comparing it with other peers. Ultimately, this study requires a tool which is approached 

from a broad perspective and GRESB is the best tailored for this purpose.  

2.4           Conclusion
The ambitious goal of the European Union to create a property market - in which 20% is energy neutral 

- enforced the awareness for sustainable improvements. In order to carry out significant improvements a 

variety of investigations have been conducted to discover the fields with untapped potential. The literature 

study of this chapter provided a general overview on sustainable real estate and an answer was given on the 

sub-question: When is real estate considered as sustainable?

According to Steinmaier (2014) the assessment of a property is performed on five distinctive aspects i.e. 

energy efficiency, application of materials, healthiness inside buildings, user quality and future value. In 

addition to this five-fold method, this chapter provided a thorough analysis of other assessment tools which 

have been developed throughout the years. The outcome of this analysis showed that BREEAM and LEED are 

considered as appropriate tools to evaluate real estate on property level. However, as the approach of this 

study is focused on fund level GRESB is more suitable. Hence the outcome of GRESB is applied within the case 

study. 
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3          STAKEHOLDERS IN SUSTAINABLE REAL ESTATE 

“The information flow needs to be organised in such a way that the knowledge on the benefits of sustainable 

buildings pervades all areas” – Fibre, 2008  

This chapter investigates which stakeholders participate throughout the real 
estate chain and which interests they have. In paragraph 1 and 2 the problems 
caused by the unequal interests of stakeholders i.e. the vicious circle of 
blame and the split incentive are elaborated.  Further on, the interests of the 
government, tenants and investors within the retail real estate market will be 
investigated. The chapter is finalized with a conclusion in which an overview is 
provided of the most important results. 
                                                                                                                                                                

3.1           Vicious circle of blame
The government is recently providing incentives to increase the awareness of sustainability. However, global 

support is needed to further improve the energy efficiency and disseminate the goals and associating benefits. 

To ensure that sustainability is incorporated in the full process it is important to engage and collaborate 

with other stakeholders. Many of these associated stakeholders are frequently aiming to enhance their 

sustainability rate. However, aspects such as the additional investment and possible diminishing results are 

considered as a stumbling block to many parties. A possible problem which can arise due to unequal interests 

was portrayed by Pett and Ramsay (2003) as the ‘Vicious Circle of Blame’. This dilemma is a well-known 

phenomenon which illustrates the contradiction within the ultimate goal – to increase sustainability in both 

existing and new real estate illustrated in figure 3.1. This occurrence is defined as: “The misalignment of 

incentives between the providers of buildings and those who are going to invest in or occupy buildings. ” – Fibre, 

2008 page 3.

Figure 3.1 The Vicious Circle of Blame (Pett and Ramsay, 2003) adjusted by Jansen (2015)
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Each actor in this model intends to participate in improving the sustainability level, but inherently a situation 

occurs in which everyone is hiding and waiting for other parties to take action (Mackaaij, 2011). Tenants are 

hesitant to invest because they expect the owner to eventually benefit here. While the landlord is reluctant 

due to the estimated decline on energy costs and because savings materialize in the energy bill, which is often 

for the benefit of the tenants. Another obstacle for some kind of investors is the short-term horizon in which 

they are not able to recover the investments (Mackaaij, 2011). 

Re-establishing the incentives and incorporating intermediate feedback moments should serve as a background 

for breaking this vicious circle of blame. The interplay between the stakeholders should be structured in such 

a way that the available knowledge is integrated in all areas, so the awareness of all stakeholders is ensured 

(Fibre, 2008).

 
3.2           Split incentive 
Another situation that may occurs as a result of the vicious circle of blame is the split dilemma. This appearance 

is one of the challenges real estate investors have to deal with in order to enhance their sustainable 

performance. This split incentive is caused by the action that on a regularly basis the investor has to pay for 

renovations, while the tenants benefit from these improvements through aspects such as energy savings and 

a better work environment (CBRE, 2012). Hence this stimulates the tenant to lower his energy consumption, 

while there is no incentive provided to the investor. 

The reaction on this phenomenon is usually passive. Even in current markets in which government policies are 

trying to stimulate the sustainable awareness and the rising energy prices there is still less movement (NRDC, 

2011). In order to tackle this passive attitude and to implement these renovations without inconvenience 

various solutions were provided throughout the years (CBRE, 2012). One of the options can be figured out in a 

specific green lease agreement. This initiative was introduced by Platform Duurzame Huisvesting, VGM NL and 

JLL in 2013 and is based on eliminating this one sided incentive (Wallisch, 2013). The ‘Greenlease Menukaart’ 

provides the tenant as well as the investor a dividing system on cost reduction and daily maintenance in order 

to share the associated benefits (Wallisch, 2013) (den Hartog, 2011). In this context, CBRE (2012) suggested a 

full funding by the investor in which a rental increase was performed to compensate the required investments. 

However, it appears that tenants are often opposing additional rent, which makes it hard to implement these 

initiatives (CBRE, 2012). 

Without solving this split incentive the cards will remain stacked against owners and tenants who aim to 

improve their sustainability rate. A study of NRDC (2011) suggests that all savings achieved by sustainable 

improvements should be refunded to the investors. In addition, agreements without fixed fee are inherently 

greener, because they enable unique incentives for energy efficiency in the owners’ view. This is further 

clarified by this quote: “The Landlord should assume responsibility for all base buildings, operating expenses, 

increasing rent annually to account for rising operation costs.” – NRDC, 2011
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Although several solutions were provided over the last decade, the split incentive still remains a caveat on 

the roadmap to a more sustainable real estate sector. The largest threshold that has to be overcome is to 

abandon the unequal interest and to enhance the collaboration between all affiliated stakeholders. In order 

to find a solution it is important to conduct an investigation towards the drivers and potential benefits for 

associating stakeholders. As this study focuses on the interests of investors and tenants the next section will 

provide an overview among their interests. Simultaneously, this means that the interests of developers and 

contactors will be excluded in this study. However, it is worth mentioning that the government also bears a 

great responsibility as they determine the conditions everyone has to comply. Therefore firstly light is shed 

on their role within the sustainability challenge.  

 
3.3           Government
Governmental authorities has an important role in the sustainability challenge the real estate market have to 

deal with (Makaaij, 2011). New rules and regulations can encourage companies to immerse themselves on 

this purpose and incorporate these measures in their corporate objectives. In order to integrate sustainability 

in the full process of real estate development, management and investments both national and international 

policies play an important role. As the national government and European Union are responsible for the 

adoption of regulations and determining taxes, they can be considered as stakeholders that bear the 

responsibility to provide incentives for a sustainable real estate industry. Since this research will use the 

data of retail properties scattered through Europe, the general European regulations and objectives will be 

analyzed. The writer is aware of the fact that regulations may play an essential role but due to the scale of 

the specific regulations per country this is disregarded in this study. However, this section attempts to provide 

insight in the objectives and associating regulations regarding sustainability on European level. 

The mind-set regarding sustainability in the Europe Union has changed in 2001. In this year the EU Sustainable 

Development Strategy was adopted as main driver for a more sustainable real estate market. This strategy 

consisted of two separate parts. On one hand it envisaged adjustments to tackle non-sustainable parts, 

while on the other hand it contained social and environmental measures. Moreover, it contained a strategy 

to cut back the energy consumption, preventing climate change and to promote a low-carbon economy. 

Furthermore it announced the ambitious goal to reduce the carbon emission in 2020 with at least 20% with 

an additional purpose to generate 20% of the European energy demand out of natural sources (Fibre, 2008; 

Van der Spank, 2013). Since the upcoming years the real estate sector will not expand with 20%, it means this 

ambitious path encompasses a twofold objective. On one hand it comprises a task for the improvement of the 

current real estate stock, which stresses an enormous challenge for current property owners. While on the 

other hand it requires contractors and real estate developers to design and build energy efficient properties. 

In recent years the requirements of the European Union concerning energy consumption have been further 

tightened which increased the attention on the topic of sustainability. However, to achieve the ambitious goal 

of 20% decrease there are several additional adjustments needed complementing to the changed regulations. 

For this purpose, it is necessary on forehand to engage and seek for balance between interest of associating 

stakeholders.
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3.4           Investors

“Green buildings make cents”  – Eichholtz, Kok, & Quigley, 2010

This section will highlight the interests of investors in the sustainability challenge. It investigates to what 

extent investors are willing to engage with sustainability and which drivers can be identified in the literature. 

This part is finalized with possible bottlenecks that could occur. 

3.4.1           Literature study
The consideration of investors towards sustainability normally stand or falls with the impact it has on the 

market value of the property (JLL, 2010). This is a famous statement which was previously certainly applicable 

to the real estate investment industry. However, since the awareness for sustainability in corporate polices 

has significantly increased it is not only the yield that prevails within the retail real estate investment sector.  

To address this issue and seek for other drivers, van Gelder (2010) investigated the alignment of interest 

in the field of sustainability within the retail sector and indicates that sustainability also contributes to the 

economical and functional life-span of the property. Simultaneously, sustainability enables investors to 

respond in advance on stringent regulations and increasing demand. Investors seek to integrate sustainability 

ambitions within their risk and return analysis, but a thorough base is lacking. According to Kimmet (2008) 

this is caused by the absence of financial models which demonstrates the unambiguous profitability: “A 

fundamental problem stalling the emergence of a culture of sustainable real estate is that investor typically 

are hesitant to purchase non-mainstream property until they have a clear idea of how the market is likely to 

respond to the product over time”. Although this article was published seven years ago, it is inherently still 

difficult to evidence the additional value and notice the differences. 

In the same context, various investigations were conducted over time in which potential benefits of 

sustainability were addressed. For instance, Eichholtz, Kok and Yonder (2012) investigated the coherence 

between the real estate greenness and the financial performance. They demonstrate that green-labeled 

properties will provide direct benefits such as higher occupancy ratio, enhancing energy efficiency and higher 

valuations of building. Furthermore, it will lead to ancillary benefits such as better reputation and increasing 

loyalty of employees and customers. This article even evidence that a better sustainability rate may enhance 

the financial results due to lower operational expenses and lower portfolio risk. 

In a similar vein Fuerst et al. conducted a research in 2011 regarding the influence of energy performance 

certificates on the rental and capital value of a commercial real estate dataset from the UK. This article reveals 

that properties with high performance on sustainability will directly gain benefits for both occupiers and 

investors. These benefits are attained out taxes and subsidies resulting from the incorporation of sustainability. 

It involves additional revenues out of rental premiums, decreasing vacancy rate, lower operational costs, 

less depreciation and mitigating risk on regulation changes. In addition, Fuerst et al. (2011) evidence that 

tenants are discriminating properties based on their sustainable performance which causes a significant rise 
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in demand for sustainable properties. Due to the emerging demand this will incentivize investors to expand 

on this investment category. 

Research of JLL (2010) towards the motivations of investors demonstrates that the positive impact on value 

is still considered as the most important factor to engage with sustainability. This research also reflects other 

drivers that could pursue investors to evolve on sustainability. These results are illustrated in figure 3.2. 

 
Figure 3.2 Motivations for investments in sustainable real estate (JLL, 2010)

Multiple studies have shown different benefits, however it seems that the positive impact on value is still 

considered as the most important driver for investors to engage with sustainability. However, it should be 

noticed that it is hard to put a number on the influence sustainability has on the direct value and yield of real 

estate. It is an oft-discussed topic in which a variety of studies have been performed. Mackaaij (2011) strongly 

criticizes this coherence: “As long the evidence lacks on a direct relation between sustainability and market 

value the investors will be reluctant to incorporate sustainability in their investment decisions”. This increased 

value is not created in terms of an extra market premium, but due to a market depreciation on non-green 

buildings. Hence a brief analysis is executed among the previous conducted studies who have investigated 

the coherence between sustainability and market value. The results of those self-contained investigations are 

aggregated in the table below.  

Table 3.1 Coherence sustaniability and market value / rental premium 

Author Year of 
data

Sample Retail Offices Rental 
premium

Market 
value

Berkhout (2010) 2010 10 Triodos Toets x +5%
Wiley et al. (2010) 2010 7308 Energy Star & 

LEED
x +7,3-17,3%

Den Hartog (2011) 2010 138 Energy Index x
Fuerst et al. (2011) 2011 834 Energy Star

197 LEED
x
x

x 
x

+4%
+5%

+26%
+25%

Kok en Jennen (2011) 2011 1072 EPC x +6,5%
Vlasveld (2012) 2012 124 Energy Index x
Eichholtz et al. (2012) 2012 919 Energy Star

700 LEED
x
x

x
x

+0,31%
+3,5%

+0,66%
+7,4-7,9%

Baas (2013) 2013 47 Energy Index x +7% (A-G)
+11% (D-G)
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Positive impact on value
Increasing demand
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Lower service costs

Caring for the environment
Higher rental revenues

Satisfaction shareholders
Better work environment
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This table shows a divergent outcome. When addressing the total property sector i.e. retail and offices the 

studies of den Hartog (2011) and Vlasveld (2012) indicate that a better sustainable performance had no 

significant effect on the rents or value of the property comparing non-green properties in same agglomeration. 

In fact, sustainability was largely not even included in the valuation of properties. However this conclusion 

contradicts the studies Berkhout (2010); Wiley et al. (2010); Fuerst et al. (2011); Kok and Jennen (2011); 

Eichholtz et al. (2012) and Baas (2013) evidencing a significant rental premium and in some studies an 

increasing market value. On the bottom line the question remains: how to explain these conflicting results? 

Are the samples not reliable? Does it depend on the measurement tool or country it originates?

When addressing this conflicting outcome Vlasveld (2012) demonstrates that the vacancy ratio on retail 

properties with label B and C is significantly higher compared to properties with label A or G, as illustrated in 

figure 3.2. However, a possible explanation for this counter-intuitive outcome is the notion that the majority 

of D,E,F,G level buildings are historically built on very favorable locations. For instance, shopping centers in 

major cities and office buildings in central business districts. These particular locations are nowadays in high 

demand among tenants and investors leaving a low ratio of vacant space. In fact, Vlasveld (2012) indicates 

that the correlation between the energy level and the vacancy rate is negligible. Solely the vacancy rate and 

average square meter are highly correlating. This means that large retail properties have a frequently higher 

vacancy rate comparing small properties.    

Figure 3.3  Sustainability in relation with market value (Vlasveld, 2012)

In addition to a possibly market premium, sustainable properties are estimated with a diminishing risk (JLL, 

2014). As the incompatibility of the real estate stock is increasing it appears to affect the growing polarization 

of the retail real estate stock (JLL, 2014). This partly due to the increasingly stringent demands on retail 

properties in which e.g. lower service costs will foster the amount of interest. However, it has to be borne in 

mind that sustainable renovation does also entail risk. It is inherently difficult to estimate on forehand how 

much energy will be saved as result of the sustainable measures. This can be partly be contributed to the 

diversity of installation systems. Not every system monitors the actual use which makes it difficult to compare 

the energy consumption before and after adjustments. On the other hand, it is important to monitor the 

use to determine  an whether the energy consumption has declined. This notion stresses the importance to 

engage tenants and raise the awareness of the companies’ goals and intentions concerning sustainability. 

However, the study of den Hartog (2011) showed that tenants have insufficient knowledge on their energy 

bill in which the majority was not aware of the energy bill and content until settlement. This suggests that 
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tenants are not aware of the extent of their energy bill and they are likelihood not conscious as energy costs 

would rise or fall.  

Beside these possible motives to integrate sustainability, the UNEP FI has recently published the investor 

briefing; ‘Unlocking the energy efficiency retrofit investment opportunity’. They demonstrate that the real 

estate investment market is slowly starting to increase sustainable awareness and the benefits it entails. 

This report encompasses a seven-step process how real estate investors could enhance their asset value 

by energy efficiency improvements. This framework attempts to stimulate the stakeholders to enhance the 

sustainable performance by various incentives. As prior mentioned, simultaneously seven steps has to be 

passed to achieve the optimal sustainable performance. (1) Ensure executive awareness of the business case; 

(2) Measure and benchmark energy performance of properties; (3) Put down energy efficiency targets for 

the portfolio; (4) Compensation plan for asset managers based on the energy performance; (5) Align lease 

clauses to enable green leases; (6) Include impact on asset value in investment analysis; (7) Take a portfolio 

approach to determine next steps. Next to this framework, this report demonstrates that the energy efficiency 

regulations are being tightened in which governmental policies are aiming on solely zero energy buildings. 

Moreover, non-green buildings are becoming less attractive which could possibly lead to a decreasing market 

value. This offers investors a better competitive position comparing properties with a lower sustainability 

performance. 

Bottlenecks
Although the fundament for sustainability is enhancing and the companies getting more and more aware of 

the necessity still a lot of thresholds have to be passed. Through the high retail density within the regular 

city centers sustainability has to be incorporated within the existing stock since expansion is limited (van 

Gelder, 2010). However, redevelopment of this stock mainly take place in the inner city. Hence it is difficult 

through the fragmentation of proprietary, small unit size and protection of ancient buildings. Furthermore, 

the current retail market is still very cautious on the exchange of figures regarding their turnover, operating 

expenses, energy consumption which limits property managers to provide recommendations in this field. 

Ultimately the mainstream units are solitary properties which are usually delivered in shell construction. So 

it has to be borne in mind that this a shared objective as tenants also have a hihg influence on the energy 

performance through the fit out of the property.

3.5           Tenants 
This paragraph investigates the interests of tenants towards sustainability within the retail sector. Hence a 

literature study a literature study is conducted to provide possible drivers or incentives for tenants regarding 

this topic. 

3.5.1           Literature study
The evolving environment and stringent regulations caused an enormous shift on the demand side of the 

retail property market. It has resulted in a mismatch between supply and demand which is caused by the 

incompatibility of the major part of the retail property stock (JLL, 2014). Simultaneously it enhanced the 
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requirements of tenants and provided them an additional bargaining tool which brought the investors in a 

vulnerable position. 

Den Hartog (2011) conducted an investigation of sustainability in the property sector. This study demonstrates 

that the interest of tenants towards sustainability focuses on flexibility, efficient use of space, energy saving, 

high comfort, architecture and price. In addition, this study evidence that energy efficiency encompasses the 

highest correlation with sustainability. These results are in line with the investigation of JLL (2008) showing 

that the attitude of tenants towards sustainability highly correlates with adjustments in terms of regulations 

and energy costs. A possible explanation for this allocation is attributable to the fact that energy savings are 

direct tangible. In fact, tenants who accommodate in a sustainable building can expect a reduction on their 

service costs due to the lower energy consumption, less water use and less costs on waste disposal. This may 

provide an additional incentive for tenants to encourage energy saving adjustments. 

The current economy may also provide an additional incentive for energy saving adjustments. Despite the oil 

prices have significantly decreased, this has still not caused an equally drop of the energy prices (Rabobank, 

2015). However, it is forecasted that the energy prices will gradually rise during the upcoming years. This 

changing environment may provide an additional incentive for tenants to select a property with proper 

sustainable performance or to incite measures which ensures higher energy efficiency. 

Alongside these direct benefits arising from energy savings, indirect benefits are also be applicable for 

tenants. Fuerst et al. (2011) conducted a research towards sustainability within the retail and office market 

and demonstrates that profits are gained in terms of increasing productivity, reducing of absenteeism and 

improvement of brand image by lower C02 reduction. In addition, the study of Peterson & Gammill (2010) 

argues that many sustainable opportunities can be utilized by an improving collaboration between investors 

and tenants. Especially large tenants have a high degree of interest in sustainability as this represents a 

significant improvement of their brand image (Peterson & Gammill, 2010). These tenants are often publishing 

annual reports and commit for sustainable adjustments, mainly because these public companies are usually 

assessed on this topic by their shareholders. This increasing ideology for the improvement of the brand image 

i.e. the corporate social responsibility (CSR) is growing in value. Furthermore this study implies that this 

amendment is caused by the changing economy in which corporate reputations are becoming more and more 

important. Next to the improving brand image they demonstrate that efficiency improvement indicates a well-

managed property for potential tenants. A proper maintained and energy efficient property is considered as 

signal for proper asset management by tenants as well as investors (Peterson, 2010). The potential benefits 

gained out of the literature is accumulated in table 3.3.   

Table 3.2 Benefits of a sustainable property for tenants

Sustainabiltiy criteria  Source

Improving reputation Eichholtz et al., (2012); Fuerst et al., (2011); den Hartog (2011) 
Lower service costs (savings on energy, 
waste and water) 

Eichholtz et al., (2012); den Hartog (2011)

Improving satisfaction shareholders Peterson & Gammill., (2010) 
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Despite the fact that several investigations have shown a coherence between sustainability and aspects such 

as an increasing brand image and healthier working environment it is complicated to register. As specific as 

the energy or water consumption can be assessed and a benchmark can be performed, as intangible is the 

relationship between sustainability and productivity or healthiness. Both aspects are strongly depending on 

the attitude of tenants and associating preferences. 

Altogether, sustainability can offer a key opportunity for tenants to integrate sustainability aspects that affects 

the entire company. Assuming that energy performance is a salient tool for consumers, it offers tenants the 

ability to discriminate between properties according to their environmental impact. Moreover a sustainable 

work environment ensures the ability that the organization will achieve their sustainable objectives which 

assumed to have a positive impact on the corporate financial performance (JLL, 2008).

 
Collaboration 
The previous section provided a body of literature showing the benefits sustainability entails and underlines 

the fact that sustainability is slowly  gaining ground in the retail industry. Nevertheless, the ultimate result 

stand or falls due to the cooperation and disclosure of the tenants. According to  Overtoom (2011): “The 

majority - in particular the smaller retailers - are not engaged with sustainability”, this may cause a bottleneck. 

However, Didde (2011) implies that this can be contributed to the nescience of retailers since a tangible 

payback period is still lacking. Furthermore the willingness also depends on the size of the company. The 

small retailers attach less concern on the environment causing a challenge investors and property managers 

have to face. 

Within this challenge it appears that in particular energy efficiency is highly ranked on the priorities associating 

sustainability. Savings on the energy bill are inherently a very important incentive, but this highly depends on 

the attitude of tenants. According to Duiveman (2011) it has to be borne in mind that tenants have a significant 

influence on the energy performance. The lighting of a  mainstream unit represents 40% of the total energy 

consumption. So sustainable solutions in this field such as motion detectors or LED lightning can provide 

significant savings. However, in both cases an additional investment is required, but it will gradually payback. 

These tangible savings are a corner stone and main driver to evolve a more sustainable retail property sector. 

Nevertheless, besides the behavior of the occupiers the agreement with energy suppliers also encompasses 

a large part within the total service costs. The contracts within shopping centers can be arranged in two ways. 

Separate energy agreements per retailer are nowadays commonly applied which means that every particular 

retailer have an individual energy contract tailored to their requirements. The benefit of this particular method 

is that all retailers monitor their own energy consumption and have the own accountability on negotiating 

the energy contract. This largely connects to the finding of Didde (2011): “Retailers are not particularly willing 

to provide information regarding their energy consumption”. It appears that retailers strongly require to have 

their own responsibility on the energy bill and the negotiations preceding the energy agreement. 

However, this method is highly criticized as the economies of scale cannot be applied which brings the majority 

of retailers in a weaker bargaining position. This occurring issue can be tackled by a massive purchase of 
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energy and the distribution by the need of every retailer. This collective purchase of energy is a tendency 

which occurs largely in other real estate sectors e.g. multi-tenant offices or logistics, but is however not 

evident in retail. In this type of contract, the total energy supply is centrally organized through the property 

manager. As the energy supply is addressed on a higher level the demanded kwh or m3 gas can be bundled, 

causing a stronger bargaining position. Through the application of this method a multi-year agreement can 

be concluded which enables the investor to mitigate their service costs. Nevertheless, it is worth mentioning 

that large-scale buying and bargain a fixed price for a certain period entails additional risk. As energy prices 

are highly volatile  a decline is realistic which will not have a diminishing effect on the service costs. This could 

obviously also occur the other way around. On the bottom line this should have a positive repercussion on 

the total housing costs. This result is in line with the study of Pietersma who notes that: “Properties that are 

more efficient in use and economical in energy consumption, are highly popular. Tenants look beyond the rental 

price.” 

Altogether, the significance of the sustainable potential in the retail industry is undisputed, offering several 

opportunities for the foreseeable future. Lower service costs provide an additional incentive for the tenant, 

while it may be associated with a higher rent (benefit for the investor). Nevertheless, it remains the biggest 

challenge to engage the tenants. According to Van der Gijp (2011) there is a role allocated for the consumer 

to encourage and stimulate retailers in this field: “A big brand such as H&M is very sensitive for the pressure of 

stakeholders and consumers”  Van der Gijp, 2011. 

Bottlenecks
At a first glance the collective approach seems to solely involves improvements, but it may also provide a 

potential pitfall. It has to be borne in mind that the forecasting of energy needs of tenants is a highly complex 

due to the non-continuous demand. Additionally, tenants in shopping centers are highly shifting which makes 

it even harder to make a reliable prediction. On this point, retail highly deviates from offices, residential or 

logistic real estate. However, in case apartments are located above the shopping center the excessed heat can 

be transported providing a possible solution. 

Finally, to cope with this bottleneck an incentive for quick wins should be provided for retailers. With minor 

investments, large progression can be achieved. This could be considered as starting point for an increasing 

awareness and engagement. A minimal rental increase can cause a substantial reduction of operation costs 

which makes it easier to justify. However, another possible pitfall is the willingness of tenants to share the 

information regarding their energy consumption (Didde, 2011). 
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3.6           Conclusion 
This chapter investigated the interests of investors and tenants and provided a baseline towards the extent 

sustainability is currently incorporated within the retail real estate sector. At the first glance it seems that the 

investor has full accountability for the preservation of the property as indeed it is their proprietary. However, 

ultimately this worldwide challenge seems to be a shared objective and the largest threshold that has to be 

overcome is to abandon the unequal interest (vicious circle of blame) and increase the collaboration between 

stakeholders. Without solving this split incentive the cards remain stacked against owners and occupiers. 

Hence to address this issue and seek for drivers various studies have been examined to explore the interests 

of investors as well as tenants throughout the retail real estate market. Existing literature demonstrates that 

green properties provide benefits such as higher occupancy ratio, energy efficiency (lower service costs), 

higher valuations and that it leads to ancillary benefits such as better reputation and increasing loyalty of 

employees (Eichholtz et al, 2012). Others such as JLL (2010) and van Gelder (2010) even acknowledge that 

sustainability enhances the satisfaction of shareholders and creates a better work environment. 

Alongside the advantages arising for investors, multiple benefits are also applicable for tenants. Fuerst et al. 

(2011) and Eichholtz et al. (2012) show that occupiers of commercial real estate gain benefits out of reducing 

absenteeism through a better work environment, improvement of brand image and savings on the service 

charges. Based on this outcome the drivers for sustainability for investors and tenants are summarized in 

table 3.4 on the next page. 

Table 3.3  Criteria sustainability for investors and tenants

Criteria Relevant stakeholders
Improving reputation Investors and tenants 
Reducing service costs Investors and tenants
Healthier work environment Investors and tenants
Positive impact on value Investors
Rental premiums Investors
Caring for the environment Investors

It can be concluded that unanimously benefits can be gained by both investors and tenants. Furthermore 

the literature study showed us that the sustainability challenge is considered a shared so the collaboration 

between stakeholders is highly important. Hence a depth study is executed through interviews among 

investors and tenants to evaluate these issues and seeks for various levels of sustainability. This following 

subjects are investigated: 

 • Sustainability in general, how is this considered by investors and tenants; 

 • The extent sustainability is incorporated during acquisition or expansion processes;

 • Influence that investors and tenants have on the sustainability performance (vicious circle of blame);

 • How is the current collaboration arranged between investors and tenants (split incentive);

 • Evaluate drivers for sustainability as illustrated in table 3.4.   
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4         FIELD RESEARCH 

In the preceding chapters the literature of sustainability in retail real estate 
is covered. This has provided insight into which criteria are distinguished for 
investors and tenants. In this chapter the results of this literature study are 
evaluated through a qualitative research among investors (paragraph 1) and 
tenants (paragraph 2). This chapter is finalized with a summary of these results 
per subject. 

                                                                                                                                                               
4.1           Investors
Within this research a selection is made that represents the sample for this study. First a description of this 

sample is given, subsequently the approach and progress of the interviews are elaborated and in the last 

section the results of interviews with investors are analyzed. 

4.1.1           Description sample 
This research focuses on sustainability with retail real estate, therefore interviews are conducted with real 

estate investment companies and large retailers (covered in the second part). During these interviews 

questions have been asked about the implementation of sustainability in the real estate sector. Topics such 

as the benefits of a better sustainable performance, the incorporation of sustainability during acquisition and 

which measures are currently being undertaken to enhance the current stock are discussed. Furthermore the 

criteria arising from the literature study are validated which attempts to identify the sequence of importance. 

For the completeness, the full questionnaire is added in annex I.  

4.1.2           Selection
A selection of investors with direct investments in retail real estate encompasses the sample in this research. 

This selection is based on the representation within the retail real estate investment market. In addition, it is 

desirable that the investors participate within the GRESB Benchmark. Based on these criteria a short review is 

executed on the real estate investment companies who have direct investments in European retail real estate 

with a main office in the Netherlands. The list below comprises the amount of investors in retail including the 

various characteristics. 

Table 4.1  Sample as part of total magnitude

Scope Total Sample Participation GRESB

Non-listed Investors 10 4 (40%) 2/4 (50%)
Listed investors 3 2 (66%) 2/2 (100%)

4.1.3           Approach
As the sample has been determined the next step is to conduct the qualitative research. The investors who 

met the profile are approached to participate in this research. From the sample 6 out of 13 investors were 

willing to participate.

 

 

4.1 4.2 
 

4.3 
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The interview started with an introductory question about the investor. In this way information was 

collected about their background and operations, and regarding the companies proceedings. Subsequently 

sustainability within real estate was examined to find out to what extent these investors were able to exert 

influence on the sustainable performance. The crux of the interview consisted of questions about the criteria 

which emerged from the literature. These criteria have been assessed and it is determined how they are 

related to one another.  

4.1.4           Progress of research
The majority of investors gave a positive response to the request for an interview. Eventually, six companies 

have committed themselves to provide a contribution to this research in terms of an interview. Five of these 

interviews were conducted face to face and one investor has provided a written response

. 

The interviews proceeded well and lasted for approximately one hour. During the first two interviews I 

noticed that the questions about the impact of the sustainable performance on the company’s reputation for 

consumers and shareholders was interpreted variously.  The sample did not solely represent publicly traded 

companies and the requirements were deviating from the non-listed companies. Secondly, the question in 

about consumers and their consideration on sustainability.. It seems to be impossible for consumers to assess 

the sustainability performance based on the façade. During the subsequent interviews both questions have 

been removed under a question regarding to the reputation is brought in.

Additionally, the first investor showed that criteria 2 i.e. the reduction of service costs highly depends on the 

leasing contract and the willingness of the tenant. In this situation a split incentive could occur as outlined in 

chapter 3. Therefore, a question was added how investors deal with this split incentive and how this can be 

solved. 

Furthermore it appeared that assurance of the anonymity was demanded. Investors are therefore numbered 

and the sequence is based on the date of the interview. The information arising from the interviews can 

therefore not be connected to a particular investor, so certain information is omitted. However, it should be 

noticed that considerable care was taken to ensure that essential information is not missing.  

4.1.5           Determining themes
Based on the questionnaire and the results of the interviews this part outlines the themes on which the 

results of the interviews were analyzed. Results emerging from the interviews with strong overlap are joined 

together under a specific theme in order to arrange things more clearly and to combine the overlaps. 

Table 4.2 Main themes for qualitative research

Theme Investors Retailers

1: Sustainable real 
estate 

Q1: What is sustainable real estate - 

2:  Influence Q2: How much influence do you have on 
the sustainable performance

- 
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3:  Sustainability 
during acquisition 
and management

Q4:  Is a sustainability certificate required 
during an acquisition?
Q22: To what extent are sustainability 
aspects incorporated during renovation of 
current stock?

During acquisition the sustainability 
score is determined. This performance 
strongly relates to the amount of 
additional capex which is included 
within the cash flow.

4: Benefits and 
allocation

Q5: Who do you think will benefit from a 
sustainable retail property? 
Q6: How do you deal with the split 
incentive?

One does, two do not incorporate this 
since they prefer to negotiate their 
energy, gas and water agreement their 
selves. 

5: Reputation Q7: Does the organizations reputation 
play a role in the decision to invest in 
sustainable retail real estate? -
- Do you think that the sustainability 
performance of your retail investments will 
affect the way shareholders assess your 
company?
- Do you think that the sustainability 
performance of your retail investments 
will affect the way consumers assess your 
company?

These questions all relate to the 
theme reputation. Therefore these are 
combined. 

6: Service costs - Are the service costs incorporated during 
investment in retail real estate? 
- Do you select to acquire shopping centers 
in which these opportunities occur?

The second question highly depends on 
the type of investor and is most of the 
time answered by the first question.

7: Healthier work 
environment

Does a sustainable retail property provides 
a healthier work environment?

-

8: Positive impact 
on value

 Do you notice that sustainability has a 
positive impact on the value of the retail 
property?
- When do you arrange such sustainable 
interventions?
- Do you notice that retail properties 
with higher sustainable performance can 
increase rents?

The relation between sustainability and 
value of the property strongly overlaps 
with the renovations measure who are 
undertaken. These interventions can 
increase the lifespan of the property 
thus also the value

9: Higher demand - Do you notice that tenants ask for the 
sustainable performance of properties

-

10: Caring for the 
environment

- Does the aspect caring for the 
environment encompasses a role within 
the retail investment process?

-

11: Gradation 
criteria

Q18: What is the most important 
sustainable criteria?
Q19: Do you have perhaps a point to add?
Q20: Are there any criteria which can be 
considered as requirement?

These three questions are all related to 
the criteria and provide results of the 
assessment.

12:  Collaboration 
with tenants

- Do you cooperate and set up a dialogue 
with tenants in order to reduce the service 
costs?
- Are tenants willing to share information 
about their consumption? 

The willingness of tenants to share 
information to the investor highly 
depends on the dialogue which is set up 
priory.

13: Allocation 
sustainability  

Q24: How do think the responsibility for 
sustainable retail real estate is allocated?
- How is the energy contract arranged?
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4.1.6           Analysis results
Now the themes are determined, this paragraph will make an analysis of the results obtained from the 

interviews. This analysis is performed in two different ways i.e. by means of a within analysis per investor 

and a horizontal analysis: comparing results between investors. Both evaluations are performed on the 

predetermined themes. First an overview is provided on the total result,  illustrated on the next page. 
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Within analysis
Based on the outcome of this table a within analysis is carried out. Part l of this analysis determines from 

which themes a possible ambition level of the investor can be extracted (quantitative result). For these 

themes a distinction is made between five ambition levels i.e. V. Frontrunner, IV Above average III. Average, II. 

Under average and I. Passive. This score is based on a score system 1 – 5 to indicate to what extent an investor 

attaches value, as illustrated below. 
 

Table 4.4 Determine ambition levels

Ambition level Meaning Points

V. Frontrunner Investor attaches high value 5
IV. Above average Investor attaches value 4
III. Average Investor has a neutral consideration 3

II. Passive Investors does rarely attaches value 2
I. Very passive Investor does not or rarely attaches value 1

However, the questionnaire comprises multiple themes that do not impact the incorporation of sustainability 

and therefore cannot be converted into a quantitative score. These remaining themes will get a textual 

elaboration in part ll during the horizontal analysis. The rationale for these themes is set out below. 

Theme 1: Sustainable real estate. This consideration is based on a personal and/or professional approach to 

sustainability within the retail sector. Every individual has its personal view on this theme in which the textual 

elaboration cannot be turned into a gradation. 

Theme 4: Benefits and allocation. This theme comprises the consideration which stakeholders gain the 

benefits of sustainability. Similarly, no weighting can be given to this theme since this involves the allocation 

of benefits to a particular group.

Theme 8. Positive impact on value. This consideration is highly personal and financially based and does not 

have any coherence with the sustainability performance of the investor. 

Theme 9: Higher demand. This theme investigates to what extent investors notice that tenants ask for the 

sustainable performance of the properties. The outcome of this question does not provide any information 

on the sustainability level of a company. 

Theme 11: Gradation criteria. This theme is elaborated through a rating system based on the themes 5-10. 

This simultaneously forms the fundament to perform a horizontal analysis between the interests per investor.    

Theme 13: Allocation sustainability. This last theme encompasses the issue how the responsibility of 

sustainability is allocated i.e. who is responsible for the preservation of retail properties. Is it fully for the 

account of the investor or also the tenant? 
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Results
The purpose of this analysis is to evaluate the sustainability criteria and extract certain ambition levels on 

these topics. When an investor has highly engaged with sustainability as assessed during the interviews it 

means their ambition level is considered high. In case an investor has a low score it means an average or 

minimal incorporation of sustainability resulting in a lower ambition level. The band width of scores lies 

between 7 (minimum) and 35 (maximum). This method results in the following table:
 
Table 4.5 Determine quantitative result per investor

Theme Investor 
A

Investor 
B

Investor 
C

Investor 
D

Investor 
E

Investor 
F

1. Sustainable real estate 
2. Influence of investors 4 5 5 4 2 5
3. Sustainability during acquisition 4 5 4 2 3 4
4. Allocation of benefits 
5: Reputation 4 5 5 3 4 5
6: Service costs 2 4 2 2 4 4
7: Healthier work environment 1 1 1 3 2 1
8: Positive impact on value
9: Higher demand 
10: Caring for the environment 4 4 5 4 4 4
11: Gradation criteria
12: Collaboration investors – tenants 3 3 5 2 4 5
13: Allocation sustainability

22 27 27 20 23 28

The maximum score is 35 and the average score of these six investors is 24,5. Of these six, investor A,D and E 

have a score below average and B, C and F have a higher score than 24,5.  

Horizontal analysis
In this section the data extracted from the interviews is reviewed through a horizontal analysis. The purpose 

of this analysis is to perform a comparison between the results of the six investors. Each theme is introduced 

with information collected from the literature. Subsequent the response of investors is analyzed and examined 

in order to determine to what extent similarities and/or differences have come up among these respondents. 

This should provide insight how these issues are considered and how investors deal with these criteria. 
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1           Sustainable real estate
Sustainable retail real estate has multiple different interpretations in the literature and the practical side also 

shows us very deviating definitions. Although it mainly focuses on the lifelong durability of a product, the 

location of the real estate always benefits the sustainability rate. Table 4.5 shows a summary of the outcome. 

Table 4.6 Results sustainable real estate 

Investor Meaning

A Lifelong durability, location. Canals of Amsterdam
B Energy efficiency, gas emissions, water use and social role in society,
C Energy efficiency, gas emissions, water use, future proof location (Canals of Amsterdam) and 

sustainable yield
D Future proof location and multi-functionality. 
E Exploitation of real estate with no negative impact on next generations
F Not solely the building, but especially the operations. Possibility to open a window instead of 

air conditioning, application of solar panels, re-use of water, green leases and accessibility of  
the property

All six investors agree that sustainability primarily depends on the location. The popular locations are in 

particular the inner cities who have been able to build up a history by preserving the existing stock. Locations 

with collective value are important to properly maintain, creating a form of experiential quality which ensures 

locations maintain their value in the future. Sustainable locations have the ability to change of function or 

formula in the future. Investor A and C refer to the canals of Amsterdam as best example of sustainability. 

They have existed for centuries and during this period this location was able to transform from warehouse to 

residential, to office and turned back into residential. The urban structure is so valuable that it can always be 

maintained. 

Investor D mentions that sustainability is about the psychological quality of experience that enables visitors 

to grant an additional meaning to a specific retail location: “if someone attaches value or a meaning to a 

place it preserves the value”. Investor B indicates that this attachment can be gained by fulfilling a social role 

within the society by organizing events in shopping centers to involve and increase the number of visitors. 

Investor C mentions that the idea behind sustainability can be considered wider by creating a pleasant living 

environment with green spaces and street furniture. This consideration connects largely to investor D who 

provides a solution by the combination of housing and retail. In this situation the retail property cannot be 

disregarded as it is positioned below the housing. Hence a certain drive arises to consider how the total 

property can be made valuable. Conversely, when the retail market is expanding and the housing market 

declines, the value of the store is a driving force to lift the value of the residential property.   

Furthermore an unequivocal answer is given that sustainability has a significant coherence with C02 emissions, 

sustainable use of materials, energy efficiency and water consumption. It involves striving for the durability 

of a retail property in the long run in terms of structural life span, lowering gas emission, reduction of energy 

consumption and more efficient use of water. 

Investor D believes that sustainability is currently at a tipping point as it has been too long solely linked to 
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material use, energy and ecological matter. Pre-crisis the majority of companies wanted to position themselves 

with it. Ultimately a fundamental distinction has to be made between shopping centers and high street retail. 

Shopping centers generally have one owner, while high street retails have a large fragmentation in investors. 

This makes the effect of adjustments on the sustainability performance in high street retail more complex. 

 
 
2           Influence on sustainability 
The preliminary literature research outlined that sustainability is increasingly included within the policy of 

real estate investment companies. Five of the six investors demonstrate that this point is highly prioritized on 

the management agenda as shown in table 4.7. 

Table 4.7 Results influence on sustainability

Investor 
A

Investor 
B

Investor 
C

Investor 
D

Investor 
E

Investor 
F

Influence of investors 4 5 5 4 2 5

Although the majority of these companies have set out a sustainability ambition level, they still struggle with 

the minimal influence that can be exerted. In order to translate these sustainability objectives into a policy, 

three of the six investors have converted it into concrete and tangible targets: all properties should have a 

BREAAM certificate before 2016. This enables them to benchmark their portfolio, perform a planning and 

make a reliable estimation. In fact, investor C mentions that all property managers have completed a course 

for broadening their knowledge on BREEAM providing them the expertise to enter the dialogue with retailers 

on this topic. This is particularly relevant in case a shell structure is provided. In this situation the property 

manager is responsible for setting up the contact with the retailer and to point out how the property can be 

fit out to optimize the energy efficiency.   

Investors A and B argue that influence can mainly be exerted during the development phase, thus in an early 

stage as the project is still on the drawing board. They indicate that an investment company can theoretically 

deviate from a an investment opportunity if it does not meet the requirements. However that strongly 

depends on the availability of the investment products. 

Investor D mentions that the amount of influence depends on the interests of the retailers. On the bottom 

line the robustness, durable materials and thermal storage should produce financial benefits. “We are not a 

philanthropic institution”. That is the largest caveat within sustainability i.e. the transfer between the different 

stakeholders. They are willing to make an additional investment given the assurance it can be recovered 

through their rental income. The largest problems occur within the transition moments, since all stakeholders 

pursue to a sub optimization of their own interests. 

All investors share the common view that it remains a difficult issue. Investors cannot require tenants to 

consciously handle their energy, water and gas consumption. “An investor would dig his own grave if he would 

obligate a company such as Jamin to install a revolving door. This may have a negative impact the business 

model of Jamin.” Nevertheless, bigger brands such as Zara and Primark are increasingly aware of the possible 
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energy reduction. They have applied double doors to create a more energy efficient property. 

Although many investors have implemented responsible investment management, it remains an area 

of tension between short and long term and costs versus return. Moreover, the contract formation cause 

several problems due to their complexity. Legislation is still insufficiently equipped to support sustainable 

investments. 

3           Sustainability during acquisition
The literature study tells us that a requirement of a relevant energy label may incentivize landlords to achieve 

a certificate. With this insight in advance it enables investors to include certain assumptions in form of 

envisaged improvements within the cash flow model. Through incorporating these issues within the financial 

forecast it provides investors an indication of how much capital is required to achieve a certain sustainability 

level. This section accumulates the data from the interviews in terms of the sustainable requirements during 

acquisition of retail properties. To start with, the following table summarizes the results from the interviews.  

Table 4.8 Results sustainability during acquisition

Investor 
A

Investor 
B

Investor 
C

Investor 
D

Investor 
E

Investor 
F

Sustainability during acquisition 2 4 2 2 4 4

Although sustainability provides additional value, the investors show that only 1 out of 6 requires a relevant 

energy label. The other five investors indicate that it is important to have the ability to perform a benchmark, 

but it is certainly not a deal-breaker when it is not present. “It would be pity if we would miss a good investment 

product if a certificate is lacking. This can be arranged post acquisition.” Nevertheless, when a relevant energy 

label is missing they ensure an additional check during the technical due diligence. This enables them to make 

a proper estimation on the sustainability performance and incorporate the required capital expenditures 

within the cash flow. Simultaneously this forms the fundament to determine which actions have to be fulfilled 

to meet the ambition level. In fact, investor C mentions that sustainable products do not always requires extra 

money. A normal toilet can simply be replaced by a water-saving (small flush) alternative. Many people still 

are not eager to search for other products. Moreover, the majority of costs are attributed to labor since this 

work has to be done.  

All investors have a similar perception that timing of sustainability adjustments should be performed at the 

time maintenance is required or the lifecycle is expired. In fact, it is not sustainable to replace a non-durable 

roof, while it still has a significant lifespan. The time an adjustment is needed is estimated within the cash flow 

and should be a natural moment within the cycle. This exact moment is determined during due diligence and 

the outcome is used to create a roadmap and improve the sustainability performance.  

Finally, investor D indicates that sustainability has currently no significant role within their acquisition strategy 

since they have significant growth target. They solely consider the price commensurate with the exit value in 

five years. 
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4           Reputation
This theme shows the extent in which the investors reputation plays a role during investments in (sustainable) 

retail properties. First a schematic representation of the degree of importance  attached to this by the 

investors is shown below. 

Table 4.9 Results reputation

Investor 
A

Investor 
B

Investor 
C

Investor 
D

Investor 
E

Investor 
F

Sustainability during acquisition 4 5 5 3 4 5

The above illustrated table shows that five out of six investors consider their reputation as an important issue 

in which 2/5 considers it as important and 3/5 as very important. The consideration of high value (5 points) 

is particularly in force in the case of the two listed investors. One of these investors indicate that they have 

imposed stringent demand from the institutional capital side. It is an important incentive to pursue a high 

performance since it entails the risk that invsetors waive from additional capital. The other listed investor 

mentions that people take it for granted and are glad that they consider this aspect, but, overall these 

shareholders do not consider this to be very decisive. However, this investor admits that if their performance 

would substantially decrease the pressure of shareholders is estimated to come up. To deal with this issue 

they preventively respond to possible changes in terms of regulations. 

Two other investors mention that reputation is important as they would like to convey what they have written 

in their policy. One investor has a deviating vision why reputation is important: “It is about traditional values 

i.e. the consideration how to deal with each other and the environment.” This is based on an intrinsic motivation 

in which an high reputation and sustainability are highly prioritized. 

One investor does not consider reputation to be a drive for sustainability. This tendency was visible in 2007-

2008. At that time sustainability was a hype at that time; naming is shaming. However, nowadays the profile 

of sustainability has become regular, it is no longer a distinction. 

5           Service costs
The service costs of retail properties remain a tricky issue. The literature study demonstrates that the service 

cost highly depends on the collaboration between landlord and tenant. The landlord should provide a high 

performing shell, while the tenant has to engage with sustainability during selection of installations and 

design and during exploitation. This entails a lot of snags and probably an unequal interest which may result 

in a split incentive. Hence this theme shows how investors consider service costs during acquisition, which 

measures are taken during the operational phase and how these investors deal with the split incentive. First a 

schematic figure is provided illustrating the extent to which service costs are incorporated during acquisition. 
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Table 4.10 Results on service costs

Investor 
A

Investor 
B

Investor 
C

Investor 
D

Investor 
E

Investor 
F

Service costs 4 5 5 3 4 5

Table 4.10 shows a dividing outcome. Three investors indicate that the service costs are not incorporated 

during acquisition of new retail properties, while three others do examine the extent of these costs. Investor 

A mentions that the property is solely assessed on technical issues to determine the economic lifespan of 

certain parts such as lighting armatures and the amount of required maintenance.

Investor D indicates that the total costs of occupancy involves the most important driver for the investor, while 

tenants also evaluate retail properties on the total cost of occupancy without a subdivision in service charges, 

promotion costs and rental costs. In a similar vein, investor C indicates that if they have been able to reduce 

the service costs this does not inherently result in a compensation premium on the rental income. Unlike 

the other interviewees, investor C suggests that the service costs are not incorporated as they deliver a shell 

construction in which the tenant have full accountability on the fit out and installations. “It highly depends 

on the attitude and fit out.” Nevertheless, the dialogue is entered upon with tenants to share knowledge and 

expertise on this subject and to help them to select the most efficient devices. 

On the other hand three investors B, E and F do attach value to the service costs. Investor B and E explain that 

the importance of this aspect rises. Investor B indicates that prior acquisition an investigation is performed 

to evaluate whether the service costs are realistic compared to other shopping centers in the vicinity. In case 

the results of the due diligence do not comply with the peers it does not necessarily mean that the property 

is not acquired. In case the service costs are too high comparing peers these aspects are included within 

the cash flow and a decision is made, partially based on this outcome. However, it is hard to give tenants 

the awareness of a property with a better sustainability performance. Investor F indicates that the service 

costs are a very important element during acquisition. It has a significant coherence with the life cycle of the 

property and it can directly be charged to the tenant. This is based on the occupancy cost ratio:

Rent+Service charges+Marketing costs

Turnover

In case the service charges are downsized and the occupancy cost ratio remains the same it enables the 

investor to utilize a rental premium. Not green for green sake as this is not considered as value additive in 

terms of profitability. 

Split incentive
In terms of the split incentive investor B argues that these models are currently still lacking. When a large 

investment is required in order to improve the property and decrease the service charges an investor should 

have the right incentive to proceed. Investor C describes it as a pitfall as the retailer is not incentivized. The 

retailers tend to split the savings, while the investor has to account for the required investment. Investor F 

attributes it to the complexity of the current system. It is a cost for everyone and in case this can be reduced 

by the investor, they should be able to get a rental premium. 
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6           Healthier work environment
The literature shows that a healthier work environment within retail properties is considered as a criteria 

during acquisition. This consideration has been evaluated by interviews and the schematic outcome is 

illustrated in table 4.11. 

Table 4.11 Results healthier work environment 

Investor 
A

Investor 
B

Investor 
C

Investor 
D

Investor 
E

Investor 
F

Sustainability during acquisition 1 1 1 3 2 1

This result indicates that five of the six investors are not aware of the link between sustainability and a 

healthier work environment within the retail properties. They argue that this criteria is only relevant for 

the office sector. One investor does consider it, but simultaneously mentions that it does only comprise a 

marginal role within day-to-day investment decisions. The legislation has been strengthened over the years, 

resulting an improvement range between from 90 to 95% in which the ‘law of diminishing marginal utility’ 

arises. There are basically no unhealthy working environments anymore. In case an improvement is required 

the investment will significantly rise while the improvements are limited. 

7           Positive impact on value 
Various investigations have been conducted to evaluate the impact of sustainability on the market value 

of retail real estate. As described in the literature study no unambiguous answer has been found on this 

question. This coherence highly depends on the location since this is the most important driver for rents and 

thus market value. To obtain verification and additional information on this topic it is evaluated during the 

interviews. 

All investors agree on this topic. Investor A and D indicate that this coherence strongly depends on the 

selection of materials and that they increasingly incorporate it within the cash flow. With the use of durable 

materials it will ensure less required maintenance resulting in a higher market value. Investor B agrees on 

this point and indicate that it also has a positive impact on the competitive position. Eventually, an investor 

ensures that the property is more attractive comparing a non-sustainable building. Investor E also agrees on 

this relation and attributes it to the diminishing service costs.  

Investor C and F argue that this criteria should be considered conversely. A low sustainable performance or 

shortage of additional investments to preserve the property does not increase the market value, but prevents 

a lower market value. According to investor C this relation is definitely present, but it is still hard to express 

in numbers as it will be an unknown value in the future. On one hand an investor could avoid this issue as 

appraisers pay little attention to this issue, on the other hand it could be justified as this will definitely become 

an issue in the long run. 
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8           Higher demand
The literature tells us that a higher demand is currently being considered as driver for investor to engage with 

sustainability. According to the six investors it appears that the majority does not comply with this tendency. 

Solely investor A and E attach value to a higher demand of sustainable properties. Investor A indicates that 

tenants are increasingly asking for heating-cooling pumps. Investor E notes that tenants are increasingly 

requiring the sustainability performance of the properties they intent to lease. 

The other four investors are not aware of the stringent demands of tenants towards sustainable properties or 

a relevant energy label. Investor B mentions that the increasing requirements of tenants regarding the retail 

properties are still in the early stages and that the current movement in the market is not based on a reaction 

of stringent demands. Investor C tells that only a few are using this criteria within their selection process, 

while the vast majority does not attach any importance to this issue. Investors D and F do not even notice a 

minimal reaction of the tenant when communicating the energy performance. They solely attach importance 

to the location, amount of visitors and tenant mix. 

9           Caring for the environment
According to the studies that have been conducted in recent years the caring for the environment is considered 

as an important driver for acquiring sustainable properties and implementation of sustainability during 

exploitation. The following table outlines the results of the interviews: estor D mentions that the amount of 

influence depends on the interests of the retailers. 

Table 4.12 Results caring for the environment

Investor 
A

Investor 
B

Investor 
C

Investor 
D

Investor 
E

Investor 
F

Sustainability during acquisition 4 4 5 4 4 4

The table shows an almost equal outcome from all investors. It is considered by the full sample with a 4 or a 

5, from which it can be concluded that this in an important value. Since caring for the environment is broadly 

interpreted the answers are elaborated below.

Investor A has incorporated this aspect by solely selecting durable materials such as FSC Wood. The opinion 

of investor B largely connects to investor A as they strive to use fewer or durable materials and by additionally 

by optimizing the transport capabilities and through performing an extensive assessment during the selection 

of contractors and suppliers. 

Investor C indicates that caring for the environment is particularly focused on asbestos within their 

organization. This driver is considered as hedging a liability issue as this may prevent a possible claim in the 

future. Nevertheless this investor believes that the environment encompasses a significant chunk in being a 

responsible investor. This is therefore included within their acquisitions, managing of current stock and when  
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divesting real estate. Even if it is not required by the purchasing party they ensure an energy label at every 

transaction.   

Investor D highly deviates from the other investors in its conception about the caring for the environment. 

According to this investor the aspect caring for the environment is implemented within their organization 

as they solely acquire real estate in periphery locations i.e. central areas and in the middle of the living 

environment. They do this instead of acquiring a new constructed shopping center which emerges vacancy 

in another place. Their main driver is profitability as they are no philanthropic institution. Investors E and F 

consider this aspect as important driver to invest in sustainable properties and manage the real estate in a 

sustainable way. 

10           Gradation criteria 
The prior six themes outlined an evaluation of the six criteria relating to sustainability within retail investments. 

To gain knowledge how these criteria relate to each other and which gradation of importance is attributed per 

criteria table 4.13 provides the results.

Table 4.13 Order of importance

Investor A Investor B Investor C Investor D Investor E Investor F

Impact value Impact value Impact value Impact value Reputation Impact value
Service costs Reputation Demand Service costs Caring environ Service costs
Reputation Service costs Reputation Reputation - Reputation

Demand Demand Service costs Demand - Caring environ
Work environ. Caring environ. Caring environ. Caring environ. - -
Caring environ. Work enviorn. Work environ. Work environ. - -

According to investor E the most important criteria for the engagement of sustainability is the improvement 

of reputation and to care for the environment. The other four criteria are not incorporated during acquisition 

or within the operational phase. Investor F mentions that caring for the environment is a derivative of the 

reputation and lowering of service charges. It is possible to consider sustainability at a high level, however 

eventually it all has to do with the return on investment. Therefore this investor indicates that the positive 

impact on value and service costs are ranked highest. The radar diagram on the next page illustrates the 

results. 

Im
po

rt
an

ce



The incorporation of a sustainability ambition level in a real estate investment portfolio          G.J.L.M.  Jansen, 2015

51

 

0
1
2
3
4
5
6

Improving
reputation

Lowering service
costs

Healthier work
environment

Positive impact on
value

Increasing demand

Caring for the
environment

Respondent 1

Respondent 2

Respondent 3

Respondent 4

Respondent 5

Respondent 6

Figure 4.1 Extent of importance

This outcome is accumulated into a total score per criteria. The most important criteria for an investor e.g. 

positive impact on value for investor A receive 6 points, 5 points for the second most important and so on. 

This means that investor A allocates one point to caring for the environment. This method provides the total 

score per criteria is illustrated in figure 4.2. 

Figure 4.2 Importance of criteria 

 
11           Collaboration with tenants
The literature study outlines that the collaboration and engagement of tenants is a key element when striving 

for a sustainable real estate stock. With this in the back of the mind it stresses the importance to consider the 

steps which are being undertaken by investors to find an equilibrium between the interests of investors and 

tenants. The first section provides the outcome of the interviews regarding the cooperation between investor 

and tenants. 
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Table 4.14 Results collaboration with tenants 

Investor 
A

Investor 
B

Investor 
C

Investor 
D

Investor 
E

Investor 
F

Sustainability during acquisition 3 3 5 2 4 5
Investor A experiences the collaboration with tenants as a trend which is still in the early stages. Alongside 

tenants they work on the signing of sustainability covenants including the obligation to register and monitor 

the energy consumption through smart meters. This enables the property manager to collect the data, create 

a benchmark and gain insight towards the consumption per unit. 

According to investor B the engagement of tenants regarding sustainability is quite a bit of missionary work. 

To reach a lot of tenants they enter the dialogue with retail associations to discuss their plans. During these 

meetings the tenants are informed about the planned redevelopments, which investments are being incurred 

and how these investments may benefit the tenant. For instance, through diminishing of service costs. Their 

main objective is to seek for mutual benefit.

Investor C is in contrast to A and B more involved in cooperating with tenants through placing smart meters. 

Every new tenant and within every new lease agreement it is determined to place a between meter. This 

instrument provides insight regarding the consumption per sector and simultaneously enables the investor 

to perform a benchmark and a comparison with peers. However, it is explicitly explained that the results are 

used to improve the performance and not evaluate the attitude. 

Investor D argues that the stringent demands of the Dutch government, requiring investors to scrutinize all 

retail properties concerning sustainability, is a step in the right direction. If the majority have crossed the 

line, the rest will follow as ‘naming is shaming’. However, the retail companies nowadays do not respond 

extremely positive to sustainability which complicates the process. The tendency of the office market in 

which an investor mostly accentuates with the sustainable performance is not reflected in the retail sector. 

The awareness for sustainability is still too less incorporated as there is no communication regarding the 

service costs.

Investor E and F mention that the dialogue has been definitely entered. However, investor F notices a fairly 

cautious and reluctant attitude of tenants. If there are additional costs involved, they prefer no cooperation. 

After all, an investor considers sustainability from a much broader perspective, while the majority of 

tenants solely consider their own shop. Another obstacle is the business model that does not always allow 

the implementation of these changes. The objective is indeed a partnership in which the rules cannot be 

determined unilaterally.   

Green leases
Four out of six investors have engaged with green lease agreements. Investor A is currently working on the 

implementation of sustainability covenants. Investor B introduced the green lease agreement in 2015. Their 

purpose is to apply this through all lease contracts to determine in which areas profit can be gained. Investor 

C has incorporated the placing of smart meters as part of each new lease, whether it is a new or existing 
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tenant. This idea sterns from the green-lease and intends to enhance the awareness of energy consumption 

which fits perfectly into the smart-meter initiative. Investor F mentions that the smart meters are included in 

green-lease agreements making it business as usual. Each new signed lease covers a green lease section. At 

conventional shopping centers the between meters are installed during refurbishments.  

Investor D strongly criticizes this initiative as the communication regarding the service costs still lacks. Tenants 

are very skeptical about this type of agreement as everything is monitored which hampers the retailers in 

their business model.

Sharing consumption
Investor B notices a visible shift within the retail market. Previously investors were only concerned with 

collecting rent, without any contact with tenants. Nowadays this conversation with tenants is arranged to 

determine how the shopping center can increase their footfall, popularity and sustainability performance. 

The share of energy consumption is a proper consecutive step. Currently this operation is not yet performed, 

however eventually this path will be followed. Moreover, investor B mentions that the reaction of tenants 

towards the sustainability objectives highly depends on how the message is transmitted. The relationship of 

the shopping center manager is essential in this case. It is important to avoid the tenants’ consideration that 

the investor is solely putting effort in to create additional revenues and increase the yield. Although, it takes 

time to persuade them it is a key element to engage people in this story and create awareness and explain 

them why it is important. Investor C mentions that the majority of retailers are willing to share the data, but 

the required investment could pose a problem. 

Economy of scale
According to investor B it would be great to arrange a large-scale purchase of energy. Although it is a common 

phenomenon in the office market it is still not regular in the retail market. A lot of effort can be put in, 

however the result stands or falls with the tenants attitude (cooling, lightning). On this topic, investor C 

argues that the majority of retailers have an agreement with an energy supplier. In particular large retailers 

have an overarching contract with the energy suppliers in which they purchase energy in bulk. 

Results in practice
Investor C provided an example in which a large retailer always utilized one type of cooling installation. During 

one of the conversations the retailer became aware that this device was highly over dimensioned for the 

operations it had to fulfil. Through the replacement by another device which was tailored for the proceedings 

it had a significant impact on the energy bill. 

However, most initiatives are poorly conceived. In case tenants can get a financial incentive and notice 

the savings it cause their interests, otherwise it is difficult to convince them. It is essential to enhance the 

awareness since this remains the most important driver for sustainability. 
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12           Allocation of benefits 
This theme elaborates the allocation of the benefits of sustainability. The literature study shows that various 

benefits are obtained as a result of a sustainable property. However it remains unclear who ultimately gains 

the benefits. 

Five of the six investors agree that all stakeholders and the surrounding environment benefit from sustainable 

real estate. However, investors A and B indicate that a financial benefit has to be obtained as the improvement 

of the sustainability performance requires an additional expenditure. Since they are obligated to perform 

sufficiently through delivering dividend for the people they are mandated to manage their pension money 

for. This financial condition is also mentioned by investor D who believes in the consideration of Annemarie 

Rakhorst: ‘sustainability should be fun and feasible’. Previously the tree-hugger types were linked to 

sustainability. Hence it is essential to persuade other target groups and provide background on the feasibility. 

As the fossil fuels are slowly running out, the alternatives should be assessed in a financial model. Thus the 

challenge arises: how do you appraise and get insight in something which will occur in the future? Long term 

story has to be made financially tangible and the alignment has to be fulfilled within the chain. This largely 

connects to investor B who indicates that a better sustainability performance results in a saving on the service 

costs and simultaneously ensures an improving competitive position of the investor. It is important to seek for 

mutual benefit, serving a better leasability

Investors C, E and F agree on the point that all stakeholders benefit. Investor C mentions that the pressure for 

a certain performance is exerted from two sides. On one hand there are institutional investors with stringent 

demands on sustainability, while on the other hand there are consumers who are slowly becoming convinced 

of the interest of sustainability. In fact, the fashion retailers can contribute more easiliy to a sustainable 

world by prevention of waste in the ditches. This requires less money than to increase the sustainability 

performance of the real estate property, while it has a larger positive impact on the environment. 

  
13           Allocation responsiblity
As the preliminary literature study outlined, the allocation of responsibility is an undetermined area in which 

the unequal interests can cause a bottleneck. A tenant considers the investor as being primarily responsible 

since they own the property, while the investor provides a shell property in which no, or just a marginal 

influence can be exercised. The next section therefore investigate and summarizes the results of the interviews 

on the allocation of responsibility. 

Investors A, B and F indicate that eventually it is a shared objective in which they have to seek for a 

symbiosis between the tenant and investor. However, investor A mentions that the investor still has the main 

responsibility. Investor F believes the investor has a driving role in the sustainability challenge, however there 

is a certain responsibility for the tenant and it is important to prevent the free rider principle.   

According to investor B the ideas of sustainable improvements are occasionally initiated by the investor, but 
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they estimate that this will find a balance throughout the years. The current retailers are highly engaged to 

incorporate sustainability within their production processes. The consideration of investor D largely connects 

with investor B as they indicate that it should be initiated by the investor since retailers are too fragmented 

and mainly focus on their own business. Retailers are highly volatile, solely focusses on their own business 

and to a lesser extent to the property. The current tendency within the retail market is based on things 

being as cheap as possible. Top segment remains stable, low segment i.e. Primark, Action and Lidl is rapidly 

growing and the rest is suffering. Due to this trend retailers are obliged to decrease their operational costs on 

production, housing and labor since low prices are currently preferred above responsibility.  

Investor C indicates that the accountability for sustainability is transferred after delivering the retail units. This 

responsibility is contributed to the tenant as it is difficult for an investor to exert influence during exploitation 

phase. However, the investors’ role is to provide knowledge to furnish the property as efficient as possible 

and deliver a benchmark with peers regarding their consumption. When considering this operational phase 

investor F mentions that an investor is bounded to the demands of tenants. Nevertheless, the incorporation 

of installations is for most investors part of the green lease. They provide the air conditioning and heating for 

the property as this is part of the shopping center. Investor D also indicates that the government should be 

considered as indispensable promotor for sustainability. They bear the responsibility for stringent requirements 

in terms of regulations. Investor E believes that the sustainability objective comprises a cooperate challenge 

for the government, investors and tenants. 

4.2           Tenants
The previous paragraph investigated the interest of real estate investors on sustainability. Since the literature 

showed us that the sustainability challenge is a twofold objective, this paragraph will investigate the interests 

of tenants. This evaluation is performed in the same manner as that of investors i.e. by means of a qualitative 

research. Within this research a selection is made that represents the sample for this study. First a description 

of this sample is given, subsequent the approach and the progress on the interviews are elaborated and this 

paragraph is finalized with the results of the interviews. 

4.2.1           Description sample
The sample of tenants in this chapter consists of large retailers. During these interviews questions are 

presented regarding sustainability in the retail real estate sector. In a nutshell: what is sustainable real estate 

from their point of view? Do they consider the sustainability performance of a property? Which criteria are 

incorporated when seeking for a new property? Which benefits are considered? In addition, the criteria 

arising from the literature study are validated during the interviews. To complete, the full questionnaire is 

enclosed in annex II. 

4.2.2           Selection
The retail companies that have been selected for this research have not been random chosen. Preliminary 

to these interviews the magnitude of companies was considered including the extent to which the retailer 
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was represented in the Dutch shopping centers. Especially the scope has played a decisive role. The focus is 

therefore on the larger retailers, without an additional focus on one specific sector. Although some sector 

may vary slightly from another this research will make the approach at property level in which the type of 

sector does not fulfill a significant role. To determine which brands were eligible the so called ‘anchors’  in 

shopping centers are determined. To increase the likelihood of valid and usable information a selection is 

performed based on the following set of requirements:

          1. Company should have a policy on sustainability;

          2. Represented within multiple countries scattered through Europe;

          3. >2000 employees.

Based on these criteria a review is performed to see which retailers were able to meet the requirements 

and were located in the Netherlands. In this respect it is important that the respondent is involved in the 

enlargement process prior to leasing. In addition, the interviewee should be aware of the current policy in the 

field of sustainability. These demands were communicated towards the companies. 

4.2.3           Approach
As the requirements of the sample are determined, the next step is to execute the qualitative research. The 

tenants who met the profile are approached to participate in this study. A total of 12 retail companies were 

approached with the request to participate within this research. From the beginning it became evident that 

the majority of companies were not willing to provide information on this topic. Although the investors solely 

provided positive response to this request, the retailers were very reluctant. The most common argument: 

“our policy describes that we are not allowed to give interviews, regardless the subject or background. No 

information can be disclosed to prevent possible reputational damage or may reveal insight on our strategy.” 

Several times the contacted person indicated that sustainability was not incorporated in the expansion 

process to a new store. “The consideration is simply based on the location and the total costs of occupancy in 

which the ratio of service charges and rents was not considered.” Other retailers referred me directly to the 

website and the annual reports and were not willing to provide any additional information by means of an 

interview in whatever form. 

Without drawing any conclusions, with a little speculation it can be assumed that the majority of companies 

who were not willing to participate attach little importance to sustainability in terms of real estate. 

Nevertheless, three companies have committed themselves to provide a contribution to this research in 

terms of an interview. One of the three interviews was conducted face-to-face, while two were performed by 

a conference call. 

4.2.4           Progress of research
These three interviews proceeded well and lasted for approximately 45 minutes. These interviews had an 

equal structure to the ones held with the investors as elaborated in the previous section. The interview 

started with an introductory question about the retailer. In this way, information was collected about their 

background, operations and the company’s proceedings. Subsequently the consideration of sustainable real 

estate was evaluated and how much influence these retailers can exert on the sustainability performance of 
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the retail property. The crux of the interview consisted of questions about the three criteria i.e. improving 

reputation, lower service costs and healthier work environment emerging from the literature study. The last 

part of the interview consisted of an evaluation how these retailers deal with their leased premises and how 

they align this with their sustainability policy. 

4.2.5           Determining themes
Based on the questionnaire which is enclosed in the appendix this part outlines the themes on which the 

results of the interviews with tenants are analyzed. Questions with strong overlap are joined together under 

a specific theme. Since this questionnaire largely matches with the questions of investors this results in the 

following themes: 

          1.Sustainable real estate;

          2. Influence on sustainability;

          3. Sustainability during expansion

          4. Reputation;

          5. Service cost;

          6. Healthier work environment;

          7. Gradation criteria;

          8. Collaboration with investor;

          9. Allocation responsibility 

4.2.6           Analyzing results
In this paragraph the data arising from the interviews with tenants is analyzed. Every theme first starts with 

a brief elaboration of the results of the literature study and subsequent the outcome of the interviews are 

described. 

 
1           Sustainable real estate 
The literature study tells us that the consideration of retailers among sustainability is still in the starting 

phase. Tenants are currently too little aware of the benefits and the majority estimates that it entails a 

rental premium. Since the current retail market is under high pressure the occupancy costs are thoroughly 

considered in particular and the sustainability performance to a lesser extent. However, since this still is 

an undiscovered area the next part investigates when a retail property is considered as sustainable from a 

tenants perspective. Table 4.15 headlines the results. 

Table 4.15 Results sustainability during acquisition

Retailer

A Low service costs, low impact on environment and operations
B Sustainable design, sustainable constructed and sustainably managed 
C Functional towards the future including a certain flexibility, sustainable operations and 

application of renewable energy resources
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The entire sample has a strong focus on both the constructional part as well as the management part. Retailer 

A assesses the sustainability performance of a property on the basis of the required service costs, how much 

influence it has on the environment and how the operations within a shopping center are arranged. Retailer 

B believes that sustainability has to be incorporated within the entire real estate chain. They therefore strive 

for a total implementation of sustainability during design, construction and management of the property. 

Especially BREEAM provides them with knowledge and insight to consider this issue from a broader scope. 

Retailer C argues that a sustainable property should have the ability to hold or adapt its function towards 

the future. This requires a certain flexibility. Furthermore this retailer indicates that they are working on the 

creation of self-facilitating and carbon neutral environments.   

In additition to the evaluation on property level, retailer C mentions that sustainability also encompasses the 

application of renewable energy resources such as solar panels and engaging with innovative ideas to reuse 

products. For instance, contribute products to food banks or restaurants. 

2           Influence on sustainability
The preliminary literature study outlined that the influence of tenants on the sustainability performance of 

a property is marginal. Tenants cannot exercise influence on the building characteristics of the property as 

they solely have the ability to fit out the property with more efficient devices and installations. However, this 

could also be considered the other way around which is common the office market. In case a property does 

not meet a certain sustainability performance it has a negative impact on the competitive position. The next 

section therefore investigates how much influence the tenants can exercise during leasing negotiations and 

operational phase.  

Table 4.16 Result influence of tenants 

Retailer

A Marginal influence, however landlord is slowly increasing the sustainability performance 
B High influence due to long term agreements and willingness to make additional 

investments
C Low influence on shell structure, but high influence on fit out of property

Retailer A notes that the marginal influence on a rented property is a problem they currently have to face. 

However, the current landlords have changed their mentality on this subject around two years ago and the 

majority have disclosed the ambition to increase their performance. This also entails a positive impact on the 

condition of the property. Retailer B indicates that a tenant is always able to exert influence. For example, 

in case the façade does not meet their requirements it can be replaced by means of improving insulation 

and for a better appearance. However, such interventions are solely performed in case of a long-term lease 

agreement which provides the opportunity to recover the investment. Retailer B indicates that prior to 

leasing the property is extensively assessed using a standard specification template. Usually the climate and 

cooling systems do not meet their requirements, these systems are therefore replaced on forehand. Retailer 

C argues that they have a limited influence as they get a completed unit. However, during fit out they ensure 

that the most sustainable solutions are included such as: installations, cooling systems, between meters and 
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the transport of residual heat. Especially within shopping centers retailer C notes that a significant amount 

of residual heat can easily be used for other purposes. However, this entails a complex issue as the shopping 

center manager has to deal with a multiple of tenants with fragmented interests and short renting periods. 

 
3           Sustainability during expansion
The literature tells us that sustainability is increasingly incorporated during enlargement processes by the 

tenants. However, retailer A indicates that leasing of a new property stand or falls with the consideration of 

economic aspects such as location, catchment area, accessibility, footfall forecast and type of visitors. Service 

costs are in minimal extent incorporated within this process as they are regularly determined as a fixed price 

as part of the total cost of occupancy. Nevertheless, they expect full disclosure on the conditions of the 

shopping center as they always consider to perform an additional investment to enhance the sustainability 

performance. Retailer B shares this believe, sustainability aspects are not incorporated during leasing 

negotiations. However, they are integrated during the modernization of the property. In their point of view 

the location comprises the cornerstone of the leasing since the rest can be adjusted. In case they commit 

themselves for a long term agreement, they are willing to invest money to ensure that the property is tailored 

to their needs. Due to the long duration of the leasing agreement it provides them the ability to recover the 

investment overtime. In fact, in case a store has a highly fluctuating temperature it is uncomfortable for the 

visitors, employees and it may have a negative impact on the products (in case of a supermarket). 

Retailer C differs from the first two retailers. They have a comprehensive program of requirements including 

sustainability aspects that a building has to comply with. However, in fairness this retailer  admits that the 

location, rent, total lettable area and sales expectations are higher prioritized. Sustainability does play a role, 

but is definitely not decisive in the process as it finally comes to the profitability. 

4           Reputation
The literature study tells us that a sustainable property will have a positive impact towards the reputation of 

retailers. This is confirmed by the interviews showing that the reputational aspect is very important for all 

retailers in this sample since these companies strive for being a responsible retailer. However, retailer B argues 

that it is hard for a consumer to determine the extent of sustainability based on the façade. More important 

is the pleasant shopping experience. To ensure this ambiance, retailer B indicates that the properties are 

extensively renovated every 7 or 8 years. Retailer C agrees that the majority does not consider these aspects 

when selecting a shopping center to visit. However, the sensibility of consumers is increasing as reflected in 

the current products and electric cars. To suit these changing demands retailer C provides consumers parking 

lots with battery points for electric cars and cycles.

5          Service costs
According to the literature study the service costs are considered as an important benefit for tenants to engage 

with sustainability. In contrast to what is found in the literature, retailer A indicates they only consider the 

total cost of occupancy during the lease negotiations. Here the total rent is based on 80% rent and marketing 
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costs and a fixed amount of 20% for the service costs. Retailer B argues that they prefer to negotiate their 

energy agreement themselves. They have a separate contract with an energy, gas and water supplier to buy 

these in bulk for all properties. Retailer C indicates that the service costs are certainly incorporated within the 

total business case as it provides benefits in case these expenditures can be reduced. However, the location 

remains the most important aspect.

6          Healthier work environment
A healthier work environment is described as one of the benefits of a sustainable retail property. Retailer A 

indicates that this aspect is not considered during leasing of a new property. In contrast to this interviewee, 

retailer B indicates that this theme is rapidly increasing in their company. Employees are considered as the 

capital of the company since they strive to be a good employer. They therefore have an increased attention 

on this topic by making sure there is daylight, good climate, view from the canteen and to make it a pleasant 

environment to stay. The ideology of retailer C largely connects to this view since they strive for a good working 

and shopping environment in which social spaces requires windows and should be a pleasant area to stay. 

In accordance with retailer B, they consider their employees as their business card. A negative environment 

obviously could have a negative impact on the total image. 

7          Gradation criteria
The previous three themes investigated the extent to which the issues: service costs, reputation and healthier 

work environment are incorporated in the leasing process and operational phase of a property. In this section 

these criteria are compared to each other to determine the sequence of importance (showed in table 4.17). 

Table 4.17 Sequence of importance for retailers 

Retailer A Retailer B Retailer C

Lower service costs Reputation Lower service costs
Reputation Lower service costs Healthier work environment

Healthier work environment Healthier work environment Reputation

Retailer B indicates that reputation is the most important driver, followed by the service costs. The healthier 

work environment is prioritized as third. These drivers are considered from a business perspective in which it 

could be argued that a healthier work environment does not provide a direct financial return. However, when 

assessing the coherence between absenteeism and being an ambassador of your company it does entail an 

indirect financial benefit. Retailer C believes that they currently have a healthy work environments within 

their stores. The service costs are the highest prioritized as it results in a financial profit. They do not notice 

the improvement of reputation as one of the driving forces of sustainability. It is an ongoing process in which 

they constantly have to deal with these issues during their proceedings. 

Ultimately, sustainability is part of being a responsible retailer. Retailer C solely leases properties where the 

property has the ability to change of function in the future. Hence, sustainability largely connects to a good 

location and a market conform rent. 
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8          Collaboration with investors
lThe literature outlines that the sustainability objective is considered as a twofold objective. However are the 

tenants currently collaborating with the landlords? Retailer A mentions that there is no collaboration between 

them and the investors. The encouragement of tenants towards the investors is a possible step to start this 

dialogue. Retailer B indicates that the discussions that are held do not take place with the purpose to increase 

the sustainability performance. If they strive to enhance this performance by improving the lightning and 

cooling installations it is adapted by themselves. However, in case extensive modernization is required the 

dialogue with the landlord is entered. Retailer C believes that the current cooperation is way too less. They 

recently started the dialogue to obtain a justification of the service charges since these are disproportionately 

high comparing other premises.   

Sharing data
Retailer B prefers not to share any consumption data. They are consciously working to optimize their energy 

consumption which makes it harder to achieve certain quick wins relative to tenants who have developed to 

a smaller extent in this area. However, in case it is needed to obtain a certain energy label they are willing to 

collaborate and share the data. Retailer C also collects the consumption data actively and in case the investor 

needs this information they are willing to provide an insight. They extensively compare units and in case one 

strongly deviates an additional check is performed. It is an continuous process of implementing new devices 

and innovative solutions and monitor what effect it produces. 

Energy purchase
Retailer C has a separate contract with the energy suppliers with competitive rates. Beyond that, more 

service costs are involved such as collecting waste and window cleaning. These items can get arranged more 

effectively by tendering all additional proceedings at once. 

Retailer B additionally mentions that sustainability from the investors point of view is solely considered from 

the commercial perspective i.e. how to recover the investment. The consideration of the retailers on the 

other hand is mainly focused on the accessibility, certain facilities in the immediate area, ability to deliver 

packages, sport and cleaning facilities in the vicinity. These aspects create a more attractive store.

Preserving current stock
Retailer A expresses that they always consider to make an additional investment at the moment of leasing 

to obtain a benefit in the long run. With an estimated leasing period of 6-8 years this investment can be 

recovered by the savings on service costs. However, this retailer  mentions that mainly the large tenants in 

hypermarkets creates these kind of initiatives. These companies have a financial foundation to invest and a 

multiple year lease agreement to recover these expenditures. This will never work out for small retailers due 

to the extra required investment. 

Unlike the first interviewee, retailer B usually starts to modernize the store in advance depending on the 

image. They engaged with ISO 50001 certificate which comprises an energy management system that 

secures an energy efficient and conscious business. All employees have finalized a short training to increase 
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the awareness of energy efficiency and how they are able to exert influence. This creates a certain level of 

operational management as the attitude and knowledge of the staff impacts the energy efficiency. Retailer 

C indicates that they remodel their store every 7-10 years. This is carried out to improve the current state 

of the store, ensure that the formula suits to the demand of the consumers and perform refurbishments on 

installations. It is worth mentioning that the required investment is afterwards fully charged to the landlord. 

10          Allocation responsiblity
Retailer A indicates that the responsibility is allocated to the landlord. The landlord will eventually benefit 

from the improvements. However, this retailer indicates that they are willing to cooperate on this issue by 

retaining the fixed price for the service costs, despite a lower energy bill. In contrast to the first, retailer B 

mentions that it is a twofold responsibility for the investor as well as the tenant. The influence of the retailer 

partially depends on the conditions of the property, but when the lifespan of certain devices are expired it 

provides them space to carry out improvements. Retailer C totally agrees with retailer B as they fit out their 

own shop within the property of the investor. In case the landlord provides a high standard property it is much 

easier for a tenant to save energy therefore it can never be allocated to one party. 

4.3          Summary
The qualitative study is conducted among 6 investors and 3 tenants as previously described. These interviews 

have provided a large amount of data that is elaborated within the multiple themes. This final part summarizes 

the outcome (in general) of the interviews, illustrated in table 4.17. 

Table 4.18 Summary results interviews 

Theme Investors Retailers

Sustainable 
retail real estate

Future proof, energy efficiency, 
C02 reduction, multi functionality 
(Example: canals of Amsterdam) 

Functional towards future, application 
renewable energy sources, sustainable design, 
construction and operations. 

Influence on 
sustainability

Difficult issue. However, influence is 
exerted through certifications and 
certain requirements such as green 
leases. 

Low influence on shell structure, high 
influence on fit out. However, with a long 
term agreement and willingness to invest high 
influence on both issues.

Incorporation 
acquisition / 
expansion

High, but especially within the cash 
flow through extensive investigation 
during due diligence. 

Location, total rent, footfall forecast, lettable 
area are higher prioritized. Majority does 
not incorporate it during negotiations, but 
integrates it in fit out. 

Reputation Overall a very important criteria, 
especially important for the 
institutional capital side. 

Very important, however it is hard for 
consumers to assess the sustainability based 
on the façade. 

Service costs Dividing outcome. One halve perform 
analysis if service costs are realistic, 
other half solely considering total costs 
of occupancy  

One does, two do not incorporate this since 
they prefer to negotiate their energy, gas and 
water agreement their selves. 

Healthier work 
environment

No, the majority agrees that this solely 
suits for the office market

Very important for majority. Strive for a good 
working and shopping environment. 
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Positive impact 
on value

It prevents lower market value in the 
future 

-

High demand Disunity among investors -
Gradation 1. Impact value, 2. Reputation, 3. 

Service costs, 4. Increasing demand, 
5. Caring environment, 

Healthier work 
environment 

1. Service costs, 2. Reputation, 3. 
Healthier work environment 

Caring for the 
environment

Yes, mainly by less and durable 
materials and optimizing transport 

-

Collaboration to 
preserve stock

Majority highly engaged through a 
dialogue, application between meters 
and green-leases

Way too less. Although, tenants provide a 
course for employees to enhance awareness 
and remodel store periodically to ensure that 
the formula suits the demands

Allocation 
responsibility

Shared objective, between investors, 
tenants and government 

Two fold responsibility. Characteristics 
property for investor, fit out for retailer. 

The next step is to extract the themes that are quantitatively assessable and comprise a coherence with 

the ambition level of an organization. The following themes can be used for this purpose: 1) Influence 

on sustainability, 2) Incorporation within acquisition, 3) Reputation, 4) Service costs, 5) Caring for the 

environment, 6) Collaboration. These six themes are further elaborated in the remainder of the thesis, while 

the other issues are held for notification but will serve no major role. 



64 University of Technology, Eindhoven   Master thesis - Real Estate Management and Development

5         Results

The previous chapter investigated the results of the interviews with investors 

(part l) and tenants (part ll). To provide an answer on the main question of this 

research it is important to combine these results per theme. Since this thesis 

specifically focuses on the investors side the outcome is used to determine which 

ambition levels can be distinguished. First an explanation is provided on which 

methodology is applied for this analysis. Subsequent a summary of the results of 

both investors and tenants is provided and including the literature this is merged 

into five ambition levels. Furthermore a practical case is elaborated, providing an answer how an ambition 

level of a real estate investment company is determined. 

.                                                                                                                                                                  

5.1           Investors
The literature study outlines multiple issues related to sustainability within the retail real estate. These topics 

are accumulated within chapter 4 into a number of main themes. These themes have been explored through 

a qualitative study among investors and tenants. To scrutinize the information from the literature study to 

the results of the interviews, this chapter provides an elaboration of the investors as well as the tenants. The 

method is executed as illustrated below. 
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Figure 5.1 Schematic description of instrument

This evaluation starts with a contention arising from the literature on the six topics as elaborated inn 

paragraph 4.3. Subsequently it is briefly described how the response of both investors and tenants on this 

topic was. Every section is concluded by making a distinction between the levels of ambition of the investors. 

It is assumed that these results are a reliable representation from the total market, including insight in the 

highest and lowest levels of ambition. Therefore a distinction is performed between five different ambition 

levels i.e. V. Frontrunner (5 points), IV. Above average (4 points), III. Average (3 points), II. Passive (2 points) 

and I. Very passive (1 point). This means that a maximum of 5 points per theme can be achieved, with a 

total score of 30 points over six themes. This is the maximum sustainability level which can be obtained in 

case the company achieves the highest possible score on each aspect. Simultaneously this is derived from a 

certain ambition level of sustainability. This instrument is applied and eventually enables us to fulfill the main 

objective of this study. 

 

 

4.1 4.2 
 

4.3 
 

 
 
 



The incorporation of a sustainability ambition level in a real estate investment portfolio          G.J.L.M.  Jansen, 2015

65

Figure 5.2 Determination ambition level 

The other part comprises the application of the business case of NN Group as illustrated in figure 5.2. The 

sustainability report of NN Group is therefore analyzed. Since this report is tailored for the entire organization 

covering multiple asset classes first the elements which are applicable to the real estate portfolio are extracted. 

Based on this it is determined which of the six themes are mentioned and considered within the pillars of 

NN Group’s sustainability policy. If it turns out that NN Group strives to be the best in class (frontrunner) on 

certain themes and prefers to be average on certain themes the envisaged actions are described in paragraph 

5.2. Futhermore the current sustainability performance of the real estate portfolio is determined. The link 

between the distinguished ambition levels and the analysis of the current performance provides the basis for 

answering the main question of this study. Finally, in paragraph 5.4 the translation for NN Group is executed. 

5.2           Combining results
As described in the prior section this paragraph combines the contention from the literature with the results 

of the interviews with investors and tenants. 

5.2.1         Incorporation of sustainability

Literature
A relevant sustainability certificate is increasingly required from investors and tenants during acquisition and 

leasing processes. 

Results interviews
Only one out of six investors requires a relevant energy certificate at acquisition. The other five indicate that it 

is definitely no deal-breaker if it is missing since this can be arranged post-investment. However, the majority 

agrees that if a certificate is lacking they ensure an additional check during the technical due diligence. This 

enables them to incorporate certain expenditures within the cash flow and eventually obtain a certificate. On 

the retailer side all respondents indicate that the leasing of a property stand or falls with economic aspects 

such as location, catchment area, accessibility and footfall forecast since the rest can be adjusted. A relevant 

sustainability certificate is inherently not required during the leasing negotiations. 

On the bottom line it shows that the majority of investors and the full sample of tenants do not require a 
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certain certificate during acquisition or leasing of a retail property. Nevertheless, most investors ensure that is 

fulfilled directly after acquisition to create a benchmark. This results in the ambition levels shown in table 5.1.

Table 5.1 Ambition levels for incorporation of sustainability

Level V: Frontrunner Always require a certain sustainability performance or determine a plan how to 
enhance the sustainability score right after acquisition

Level IV. Above average Ensure that more durable materials and more sustainable solutions are 
implemented during maintenance or when the lifecycle is expired. 

Level III. Average Evaluate the integration of sustainable solutions and enter the dialogue with 
tenants to cover the investments through a shared investment

Level II. Passive Consider more sustainable solutions during large maintenance and apply in case 
it is recovered by the tenants

Level I: Very passive Never consider any sustainability aspects 

 

5.2.2         Influence

Literature
The vicious circle of blame and split incentive remains a caveat on the roadmap to a sustainable real estate 

stock. The influence of investors on the sustainability performance of a retail property significantly decreases 

after leasing and is transferred to the tenant.  

Results interviews 
The six investors agree that the majority of influence is transmitted to the tenant at the moment of leasing. 

After transfer, the tenant has full accountability to fit out or redesign the property. The tenants on the other 

hand indicate that they can exert limited influence on the sustainability performance of the property as 

they get a completed unit. They solely have the ability to fit out the property with more efficient devices 

and installations or by replacing or improving parts such as the façade or roof. However, such interventions 

are solely performed in case of a long-term lease agreement which provides the opportunity to recover the 

investment over time.

Ultimately it can be concluded that investors still struggle with the minimal influence that can be exerted 

during exploitation phase. Although it remains a tricky issue, there are several distinctive ways how companies 

deal with this issue. The three levels that are distinguished are described below.

Table 5.2 Ambition levels for influence

Level V: Frontrunner Provide relevant energy certificates to all properties and ensure that property 
managers have performed a course about BREEM to provide them the expertise 
to enter the dialogue with tenants.

Level IV. Above average Provide a relevant energy certificate to all properties 
Level III. Average Enter the dialogue with tenants
Level II. Passive Solely willing to perform an additional investment given the assurance that it 

can be recovered through a rental premium
Level I: Very passive No initiative to influence the sustainabiltiy performance  
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5.2.3         Collaboration between investors and tenants

Literature
The collaboration between investors and tenants is a key element when striving for a sustainable retail real 

estate stock.

Results interviews
The majority of investors has clearly taken measures to improve the collaboration between them and the 

tenants. Three out of six investors indicate that they have integrated sustainability within every new lease 

agreement by means of a green-lease part. Both this green-lease and the smart meter enable the investor 

to start the conversation with the tenants and help them optimize their consumption. Completely on the 

contrary the investigation towards the tenants shows us that the dialogue is often unsatisfactory or not 

held at all. The positive outcome is that the retailers are willing to collaborate on this topic to increase the 

sustainability performance and obtain a relevant energy certificate. 

The outcome shows that the majority of investors strive to enter the dialogue with tenants and integrate 

measures within their lease agreements. The following table shows the results of ambition levels which can 

be distinguished. 

Table 5.3 Ambition levels for collaboration

Level V: Frontrunner Application of a green lease contracts through all new lease agreements 
including placing of smart meters and sharing of consumption data

Level IV. Above average Frequently meet with tenants to set up plan to improve the sustainability 
performance

Level III. Average Enter dialogue with tenants and/or retail associations to discuss the plans to 
improve the sustainability performance. 

Level II. Passive In case the cooperation with tenants is desirable, conversations are started
Level I: Very passive No specific conversations with tenants regarding the sustainability performance

 

5.2.4         Reputation

Literature
The increasing ideology for the improvement of the brand image i.e. the corporate social responsibility is 

growing in value. Corporate reputations are becoming more and more important. 

Results interviews
Five out of six investors consider the reputation as an important driver. This is reinforced in particularly at 

the listed companies due to the stringent requirements of the institutional capital side, while the non-listed 

companies strive for continuous improvement and adherence of their policy. All tenants also consider their 

reputation as important aspect since they strive for being a responsible retailer. However, both investors 

and tenants agree that it is hard for consumers or shareholders to determine the sustainability rate of a 

property based on the façade. Consumers will not avoid a shopping center due to a low sustainability score, 
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nevertheless there is a certain growing awareness as reflected in the increasing demand for sustainable 

products and electric cars. 

The full sample of investors show that reputation is highly important for the full sample, however there are 

various ways to distinct and how companies deal with this issue. The following table shows five different level.  

Table 5.4 Ambition levels for reputation

Level V: Frontrunner Ensure that the GRESB performance is always allocated to the right top quartile
Level IV. Above average GRESB performance of particular investment should be in right top quartile 

within two years after investment
Level III. Average Constantly strive to increase the sustainability performance
Level II. Passive Solely engage with sustainability for the reputation in case it is required by the 

market as ‘naming is shaming’
Level I: Very passive No drive to incorporate sustainability for a better reputation

 

5.2.5         Service costs

Literature
The diminishing service costs as result of sustainability fosters the amount of interest for sustainable retail 

properties. However, the reduction of service costs does not inherently result in a compensation premium on 

the rental income.

Results interviews 
Three investors not incorporate the service costs as it not inherently result in a rental premium and the 

concrete savings highly depend on the attitude of the tenant and fit out of the property. Three other investors 

attach value on the service costs and indicate that an investigation is performed whether the service costs are 

realistic. In case the service costs are too high the required adjustments are included within the cash flow. On 

the retailers side, two of the three retailers prefer to have their own energy contract and therefore only the 

remaining retailer includes the service costs. 

Table 5.5 Ambition level for service costs

Level V: Frontrunner Thorough research on service costs and implementing smart meters to manage 
the attitude of tenants 

Level IV. Above average Extensive investigation whether the service costs are realistic comparing other 
shopping centers in the vicinity

Level III. Average Determine the level of service costs
Level II. Passive Property assessed on technical issues to determine economic lifespan of certain 

parts such as lightning armatures and required maintenance
Level I: Very passive Considering total costs of occupancy, no separate dividing into service charges 

and rents
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5.2.6         Caring for the environment

Literature
Caring for the environment is considered as an important driver for real estate investors as well as retailers to 

select a sustainable property or set up a plan to enhance the sustainability performance.

Results interviews
Almost an equal outcome for all investors as it is concluded as an important value. It comprises the selection 

of durable materials, optimizing transport capabilities, performing extensive assessment during selection of 

contractors and suppliers. It is possible to include this point within acquisitions, managing current stock and 

even at divesting real estate. Another strategy could be to solely acquire real estate in periphery locations to 

avoid a possible vacancy on other places. On the other hand one retailer mentions that they engaged with 

ISO 50001 which comprises an energy management system that secures an energy efficient and conscious 

business. All employees have finalized a short training to increase the awareness of energy efficiency and how 

they are able to optimize the proceedings. This results in the following five ambition levels:

Table 5.6 Ambition levels for caring for the environment   

Level V: Frontrunner Inclusion of caring for the environment within acquisitions, managing current 
stock, but also during divesting of properties through delivering relevant energy 
label (even without requirements of purchasing party)

Level IV. Above average Use less or durable materials, optimizing transport capabilities, perform 
extensive assessment during selection of contractors and suppliers

Level III. Average Application of durable materials and energy efficiency lightning during 
maintenance 

Level II. Passive Solely acquire properties in existing environment to avoid replacement vacancy. 
Als je het niks kost 

Level I: Very passive No significant awareness to care for the environment

 

5.3         Case study
The previous paragraph outlined the main themes relating to sustainability and distinguished five ambition 

levels. To apply the findings of the previous section, a case study is implemented to determine a level of 

ambition per theme. For this purpose, the sustainability report of NN Group is analysed to seek for information 

can be used to determine the level of ambition on these six themes. To provide an additional rationale to this 

interpretation a brief interview is executed with two employees of NN Group who are responsible for the ESG 

integration.  

5.3.1         Current sustainability performance
To determine the current sustainability performance of the real estate portfolio of NN Group the comparison 

of instruments (elaborated in chapter 2) is used. The outcome shows that GRESB is the most common tool 

for investors to assess the sustainability performance of their real estate portfolio. However, it is worth 
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mentioning that the assessment criteria (topics) in GRESB are not 1-on-1 comparable with the themes of the 

instrument from the previous section. Since it is important to create a baseline a brief analysis is conducted 

how the themes from GRESB and this instrument relate to each other. First a description is provided on the 

seven assessment criteria of GRESB as illustrated in table 5.7.

Table 5.7 GRESB results real estate portfolio NN Group

Theme Description

Management Integration of sustainability within the overall day-to-day routine. Aims on how 
an organization considers the implementation of sustainability into the overall 
business strategy 

Policy & Disclosure How polices are aligned with understanding of environmental impact. 

Risk & Opportunities Floods, fire danger. However, limited chance in Europe
Monitoring & EMS Monitoring the sustainability performance including energy consumption, 

water consumption, gas emissions and waste 
Performance indicators Measurement of consumption data that enables companies to point out targets 

on C02 footprint and operational costs.
Building certifications Measures the quality and design of the property and compares it with the 

environmental standards. 
Stakeholder engagement Assesses the cooperation with other stakeholders such as tenants and suppliers. 

The next step is to compare these subjects to the six themes who have been outlined in the instrument and 

seek for similarities. This analysis is shown in the table below.

Table 5.8 Comparison GRESB - instrument

Theme Equals with GRESB? Justification

Incorporation sustainabiltiy 
during acquisition

No - 

Influence on sustainabiltiy Yes, with management Both themes scrutinize the extent sustainability 
is incorporated during the operational phase. 

Collaboration tenants Yes, with stakeholder 
engagement

Both includes the evaluation of the cooperation 
between the stakeholders such as tenants and 
suppliers

Reputation No - 
Service costs Yes, monitoring & EMS Both themes comprise the consumption data of 

the property and monitoring the use.
Caring for the environment No - 

Based on table 5.8 it can be that the theme’s sustainability during acquisition, reputation and caring for the 

environment have no tangible similarities with the subjects from GRESB. Hence these themes do not have 

a baseline.  At the same time it can be concluded that the other themes i.e. influence on sustainability, 

collaboration with other stakeholders and service costs interface with subjects from GRESB. The current 

GRESB score of NN Group on these subjects is therefore extracted and illustrated below. With the assumption 

that this score and global average is a reliable reflection of the total market it is determined what this score 

means in terms of an ambition level showed in table 5.9. 
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Table 5.9 Comparison GRESB - instrument

Theme NN Score / Peer average Current performance

Management 56/78 Passive
Performance indicators 31/27 Above average  

Stakeholder engagement 23/50 Passive 

5.3.2         Analysis sustainability report
The previous section provided the current performance of the real estate portfolio of NN Group on three of 

the six themes. To obtain an answer on the second question, first the sustainability report of NN Group is 

analysed to seek for information that can be used to determine the level of ambition on these six themes. To 

provide an additional rationale to this interpretation a brief interview is executed with two employees of NN 

Group who are responsible for the ESG integration.

Table 5.10 Summary sustainability report

Theme Description sustainability report NN Group Determined ambiton level 

Incorporation 
sustainability 
during acquisition

NN Group considers responsible investment as 
a systematic integration of ESG issues within the 
investment decision-making process and active 
ownership practices. This makes the ESG integration 
the cornerstone of a responsible investment approach. 
It intends to implement ESG principles within all asset 
classes, whenever applicable. Furthermore, NN Group 
aims to identify and consider investment opportunities 
that offer solutions to sustainability challenges whilst 
meeting its investment criteria.

Level 4, since NN Group 
intends to implement ESG 
principles within all asset 
classes. 

Exerting influence 
on sustainability 
during operational 
phase 

Dialogue and engagement is an important pillar of NN 
Group’s responsible investment approach. It uses its 
influence to encourage companies to adopt appropriate 
ESG practices. Thereby, internationally accepted 
standards provide a starting point for its dialogue and 
engagement with companies.
- In 2014, NN Group became a member of the Global 
Real Estate Sustainability Benchmark (GRESB) initiative 
to better assess the sustainability performance of its  
real estate portfolio. The results of the 2014 GRESB 
will be its starting point to engage with real estate 
managers.
- To improve its own responsible procurement practices, 
NN Group partnered with a provider to assess the 
sustainability performance of its suppliers. A platform 
enables NN to connect with sustainable suppliers 
through a database of assessed organizations. 

Level 3, as it is an 
average ambition level 
since NN Group strives 
for engagement on 
sustainability practices 
and engaged with GRESB 
without any concrete 
tangible target.
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Collaboration with 
other stakeholders

NN Group believes that a positive result can be achieved 
by active ownership and engagement of managers. 
Specifically with regard to the real estate portfolio, 
NN strives to meet with the real estate managers on a 
regular basis in which ESG issues will be part of these 
discussions. In addition, the dialogue is entered with 
stakeholders to obtain insight on the current tendency, 
trends and developments that may affect their 
working field. To validate this information, a survey is 
conducted amongst internal and external stakeholders. 
In which the results were mirroring the risk as well as 
the opportunity perspective. As such, the results are 
applied during the decision-making process and enables 
NN Group to balance between the interests among all 
stakeholders within the business.  

Level 4: in a very active 
way collaborating with 
stakeholders by conducting 
surveys and setting up 
dialogues.

Reputation 
(appreciation of 
other stakeholders)

NN Group is an investor with a duty to act in the best 
interest of policyholders, shareholders and clients. To 
fulfill this duty, NN Group acknowledge the importance 
of structurally integrating ESG factors into the investment 
process. These are important intangible drivers and 
a key factor to identify corporate and management 
quality. In addition, NN Group ensures public disclosure 
on their sustainability objectives including the progress 
they make on annual reporting.  Companies with high 
standards of corporate governance and corporate 
responsibility tend to deliver long-term shareholder 
value over time. Beyond the economic rationale, NN 
Group believe that the consideration of ESG issues 
also matter of good corporate citizenship. Ultimately it 
supports to build a sustainable business success while 
addressing the expectations of stakeholders in a way 
that is sustainable for our business and society. 

Level 3. reputation is 
not explicitly mentioned 
, however, NN Group 
considers acting in the best 
interest of shareholders 
and clients and ensure 
public disclosure on 
sustainability objectives as 
important.   

Service costs  
(energy efficiency, 
water, waste)

With regard to its direct environmental footprint, 
NN Group focuses on the energy and business travel 
efficiency, paper use reduction and encourage recycling. 
In addition, they aim to effectively manage their gas 
emissions by decreasing the use of natural resources 
and applying green alternatives. 

No specific level can be 
extracted from this report 
as the service costs are 
very specific for real estate.  
NN Group adopted targets 
for their own offices but no 
targets for investments

Caring for the 
environment

With regard to the environmental footprint of its own 
operations, NN Group aims to avoid or responsibly 
manage any negative impact our business activities may 
have on the environment. The effective management of 
this environmental footprint encompasses reducing the 
use of natural resources, seeking green alternatives and 
ultimately compensating for the remainder of its carbon 
footprint. In addition, the key objectives contain the 
decline of C02 emissions, increase the use of renewable 
energy resources and strengthen the engagement on 
sustainable practices with and screening of suppliers.  
In addition the carbon neutrality. In 2014 the carbon 
footprint is decreased with 38% as a result of the energy 
efficiency measures and ongoing restructuring. This is a 
significant step forward, but however a long way to go..

Level 4, because they aim 
to  avoid or responsibly 
manage ‘any negative 
impact of their business 
on the environment’. The 
definition any justifies the 
importance
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5.3.2         Interview delegation NN Group
A brief interview is conducted with two employees of NN Group who bear the responsibility for the 

incorporation of ESG. The purpose of this interview is to provide some additional verification on the ambition 

levels. Every theme is evaluated with both outcome of the previous analysis and this in-depth interview. 

Table 5.11 Results interview delegation NN Group

Theme Sustainability 
report

In depth interview Ultimate 
ambition 
level 

Incorporation 

sustainability 

during acquisition

Level 4 Level 4. NN Group sets the structural integration of ESG 

factors in the acquisition process - supported by the 

believe that it helsp to make more informed decicions. 

However they does not solely acquire real estate with a 

certain energy performance as this is not considered as a 

contribution to the sustainability objective.

Level 4

Exerting influence 

on sustainabiltiy 

during operational 

phase

Level 3 Level 4, NN Group is working on the ESG integration 

both on moment of acquisition as well as during the 

operational phase. They strive to have a positive impact 

on the worldwide objective to preserve the current stock.

Level 4, as 
interview 
is decisive 

Collaboration with 

other stakeholders

Level 4 Level 4, NN Group strives for active ownership. Hence they 

actively involve and engage with other stakeholders to 

discuss a plan to increase their sustainability performance.    

Level 4

Reputation 

(appreciation 

of other 

stakeholders)

Level 3 Level 3. NN Group always strives for a good reputation, 

however this aspect should be considered from a multi-

stakeholder perspective. It is about the appreciation 

obtained from a wide group of stakeholders such as 

customers, tenants, shareholders and other stakeholders, 

and certainly also its own employees.

Level 3

Service costs No specific 
level

No ambition level can be determined on this theme. 

However, as the general sustainability ambition is 

allocated above average, level 4 is adopted as ambition 

level.

Level 4

Caring for the 

environment

Level 4 Level 2. The environmental objectives and data that are 

reported for NN Group’s direct environmental footprint. 

Managing its environmental footprint is one of the five 

pillars of the sustainability approach on a corporate level. 

NN Group has the ambition to make process in this area 

and enhance this aspect and achieve level 3.

Level 3, 
envisaged 
level
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5.4         Translation 
The prior part outlined the ambition levels of NN Group based on the sustainability policy and the interview. 

This sustainability ambition level model is applied to determine the sustainability policy for the real estate 

investment portfolio of NN Group. The rationale for the input values are described in chapter 5.3 and comprise 

the basis for this translation. 

Table 5.12 Translation ambition level NN Group 

Theme Current 
performance

Ambition level 
NN Group

Determined steps

Incorporation 
sustainability during 
acquisition

- lV. Above 
average 

Always require a certain sustainability 
performance during acquisition or determine 
a plan how to enhance the sustainability score 
right after acquisition

Exerting influence on 
sustainabiltiy during 
operational phase

GRESB score 

56/78: 

passive

lV. Above 
average

Start the dialogue with tenants to align how the 
real estate stock can be preserved  

Collaboration with 
other stakeholders

GRESB score 
23/50: 
passive

lV. Above 
average

Application of a green lease contracts through 
all new lease agreements including placing of 
smart meters and sharing of consumption data. 
Frequently meet with tenants to set up plan to 
improve the sustainability performance

Reputation 
(appreciation of 
other stakeholders)

- lIl. Average Constantly strive to increase the sustainability 
performance

Service costs GRESB score 
31/27: 
above average

IV. Above 
average 

Considering total costs of occupancy. No separate 
dividing of total rent into service charges. (Sticks 
to current policy)

Caring for the 
environment

- lll. Above 
average

Inclusion of caring for the environment within 
acquisitions, managing current stock, but also 
during divesting of properties (even without 
requirement of purchasing party)
Use less or durable materials, optimizing transport 
capabilities, perform extensive assessment during 
selection of contractors and suppliers
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6         Conclusion and recommendations

In this chapter the conclusions are elaborated based on the main question and 

main purpose. Subsequently, recommendations for further research and the 

theoretical implication are provided. The problem analysis showed us that real 

estate acknowledges the importance of sustainability, but still struggle to find 

appropriate measures to incorporate the objectives within their real estate 

investments policy.  

                                                                                                                                                                  
6.1           Conclusion
The purpose of this study was to obtain insight into the interests of tenants and investors regarding 

sustainability and ultimately to answer the main question of this study:

How to translate corporate sustainability objectives into a real estate investment policy?

To answer the main question, an instrument is developed based on this qualitative study. This instrument 

enables investors to align their sustainability ambition into a concrete plan of action for the real estate 

portfolio. The current policy of NN Group is applied as case study in this study and the outcome of this 

instrument is used as a basis for drafting the real estate guidelines for 2015.

Tenants

The outcome of the qualitative study among tenants demonstrate that retailers who commit themselves for 

a longer period to a property are willing to make an additional investment to obtain a certain sustainability 

performance and ensure that it is tailored to their requirements. Furthermore it has to be borne in mind 

that the quickest wins for the majority of tenants on sustainability issues can be obtained by preserving the 

production chain instead of their leased properties. 

Investors

From the review of the motivations of investors it can be concluded that from the six drivers arising from 

the literature solely the service costs, caring for the environment and reputation have a direct link to the 

sustainability ambition. Although a higher market value still remains the most important driver for the pursuit 

of a higher sustainability performance, it is only financially driven with no link to sustainability. Furthermore 

the increasing demand is not recognized by the investors and it is demonstrated that the healthier work 

environment is perceived to be solely of relevance for the office market. 

On the relationship between service costs and sustainability no unequivocal answers can be found. It is not 

clear from the data whether this is a decisive factor. However, it can be concluded that this largely depends 

on the type of contract with the energy suppliers and applied installations. From the sixth criteria i.e. the 

caring for the environment it can be concluded that this is considered as a very important aspect. However, 

in comparison with other criteria the caring for the environment seems to be  the least important criteria for 

investors. 

 

 

4.1 4.2 
 

4.3 
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Although the majority of influence on the property is transmitted from the investor to the tenant at the 

moment of leasing, an upward trend is visible here. Several investors impose certain requirements on the 

tenants attitude through green leases to prevent a so-called free riders principle. When considering the 

incorporation of sustainability during acquisition it can be concluded that a certain sustainability performance 

was not required, even at the frontrunners of the markets. It is definitely no deal-breaker if it is missing since 

this can be arranged post-investment. In fact, it seems that the largest challenge lies in the preservation and 

improvement of the current stock. 

Finally, it can be concluded that the link between sustainability and an improving reputation is an important 

motivation for investors to engage with sustainability. This is particularly reinforced at the listed companies 

due to the stringent requirements of the institutional capital side. Nevertheless, it turns out that both 

investors and tenants agree that it is hard for consumers or shareholders to determine the sustainability rate 

of a property based on the façade. Despite this ‘no naming, no shaming’ the investors agree that it could be 

justified as this will definitely become an issue in the long run. 

 
6.2           Discussion in view of the future
Previously the non-green companies were not criticized, but were informally engaged through the principle 

‘no naming, no shaming’. However, with the advent of instruments such as GRESB, BREEAM and LEED hiding 

is no longer an option for property owners. For each transaction in the Dutch real estate market it is indeed 

required to provide a relevant energy label stimulating the disclosure. As a result of this shift, a certain 

involvement to the property is required. This growing engagement also has a direct link with sustainability 

since this challenge strongly depends on the involvement and cooperation of several parties. At the same 

time, the increasing amount of inserted smart meters will provide an enormous stream of data in the near 

future. This tendency enables managers of retail real estate to create a benchmark, investigate the behaviour 

of tenants, establish a peer comparison and determine areas where profits can be gained. Simultaneously, 

the requirements of instruments such as BREEAM and LEED are certainly becoming more stringent since 

these instruments have high coherence with the national legislations. These systems are constantly being 

revised which requires additional  improvements to meet the same performance level in the future. 

The practical side of sustainability within retail real estate is to enhance the attractiveness for consumers. 

Both retailers and investors are not aware of the coherence that consumers select a shopping center based 

on the sustainability performance. Nevertheless, an argument worth considering is that the integration of 

sustainable amenities can definitely enhance the attractiveness of a shopping center. It is about simplifying and 

combining the daily needs such as charging stations for electric bicycles and cars, delivery point for packages 

and dry cleaning or sport facilities. The estimation is that retail properties are become a more integral part of 

the total environment in which the evaluation is primary based on the comfort and functionality. 
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6.3           Theoretical implication
The existing literature on sustainability in real estate is mainly focused on the coherence between the 

sustainability performance and market value. This study has adopted a wider scope and reviewed the existing 

literature by means of interviews with six investors. Six possible drivers for sustainability, according to JLL 

(2013) and Fuerst et al. (2011) and Eichholtz et al. (2012) have been assessed and the sequential importance 

is determined. It emerged that a healthier work environment was not applicable to the retail market and also 

the higher demand was not recognized by the investors. It would be interesting to verify this issue in five year 

and evaluate if the demand has increased as this trend is noticeable within the office market. 

Research

In this study the lowest and highest ambition levels are determined based on a sample of six investors. This 

investigation may also be performed in the form of a survey. As a result, the probability on a larger dataset 

would increase substantially. Hence an option for further research is to perform a survey instead of interviews. 

Furthermore it turned out to be difficult to enter the dialogue with tenants. Retailers are very reluctant 

despite an anonymous guaranteed process. As a result, it was not possible to collect the amount of data 

which had been pre-desired. An anonymous survey would may persuade the tenants to disclose information 

on this topic. However, this study clearly showed that retailers who have a clear strategy on sustainability 

are willing to provide an interview. Hence we can assume that retailers who have not been engaged with 

sustainability rather not be involved in this study. 

For further research I would be interesting to further illuminate the indirect real estate investment side. This 

study is a first step and certain themes are also undoubtedly applicable for the indirect real estate investment 

market. However, during indirect investments investors have to deal with multiple other parties. Moreover, it 

is likely that these investors do not have equal sustainability ambitions and therefore it could be interesting 

to investigate this as a follow-up study. 
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Abbrevation Meaning         
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UNEP FI United Nations Environment Program Finance Initiative 
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ANNEX l      Questionnaire interview investors

Part A:  Sustainable real estate 

Question 1:  What is sustainable retail real estate?

Question 2: How much influence do you have on the sustainable performance?

Question 3: Is a sustainable certificate required at acquisition?

Part B:  Criteria regarding sustainable real estate 

Question 4: Who do you think will benefit from a sustainable retail property?

Question 5: Do you think that the sustainability performance of your retail investments will  

 affect the way shareholders assess your company?

Question 6:  Do you think that the sustainability performance of your retail investments will  

 affect the way consumers assess your company?

Question 7: Does the organization’s reputation play a role in the decision to invest in   

 sustainable retail real estate?

Question 8: Are the service costs involved during investment in retail real estate?

Question 9: Do you select to acquire shopping centres in which these opportunities occur?

Question 10: Do you cooperate and set up a dialogue with tenants in order to reduce the  

 service costs?

Question 11:  Are tenants willing to share information about their revenues and    

 consumptions? (in order to arrange economy of scale if a     

 shopping center manager can negotiate with an energy supplier for all tenants)

Question 12: Does a sustainable retail property will provide a more healthier work   

 environment?

Question 13: Do you notice that sustainability has a positive impact on the value of the   

 retail property?

Question 14: When do you arrange such sustainable interventions?

Question 15: Do you notice that a shopping center with higher sustainable performance can  

 increase rents?

Question 16: Do you notice that tenants ask for the sustainable performance of properties?

Question 17: Does the aspect caring for the environment encompasses a role within the   

 retail investment process?

Question 18: What is the most important sustainable criteria?

Question 19: Do you have perhaps a point to add?

Question 20: Are there any criteria which can be considered as requirement?
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Part C:  Current stock 

Question 21: Do you expect the priority of sustainability in 5 years is still at the same level?

Question 22: To what extent are sustainability aspects incorporated during renovation   

 current stock?

Question 23: Are you working on this subject in order to meet 20% energy neutral property  

 stock?

Question 24: How do think the responsibility for sustainable retail real estate is allocated?
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ANNEX ll      Questionnaire interview tenants

Part A:  Sustainable real estate 

Question 1:  When do you consider a retail property as sustainable?

Question 2: How much influence do you have on the sustainable performance?

Part B:  Criteria regarding sustainable real estate 

Question 3: Who do you think will benefit from a sustainable retail property?

Question 4: Does this reputation play a role during the selection process of a new property?

Question 5: Do you think that the sustainability performance of your retail investments will  

 affect the way shareholders assess your company?

Question 6:  Do you think that the sustainability performance of your retail investments will  

 affect the way consumers assess your company?

Question 7: Does the organization’s reputation play a role in the decision to invest in   

 sustainable retail real estate?

Question 8: To what extent are the service costs incorporated when choosing a new store?

Question 9: Are you willing to enter the dialogue with the landlord to improve the   

 sustainable performance?

Question 10: Are you willing to share the consumption data?

Question 11: Does the healthier work environment affects the decision to select a more   

 sustainable retail property?

Question 12: What is the most important sustainable criteria?

Question 13: Do you have perhaps a point to add?

Question 14: Are there any criteria which can be considered as requirement?

Part C:  Expansion and current stock

Question 15: To what extent are sustainability aspects incorporated with an expansion of a  

 new or existing retail property?

Question 16: How can you rank sustainability among criteria such as location, rent, service  

 costs, appearance and tenant mix?

Question 17: Do you expect the priority of sustainability in 5 years is still at the same level?

Question 18: Are you working on sustainable improvements of current stock?

Question 19: Is the current landlord trying to improve the sustainable performance?

Question 20: How do think the responsibility for sustainable retail real estate is allocated?


