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Abstract. Sustainability is no longer a new concept. However, applying, measuring and reporting on the sustainability
initiative is still a somewhat confused and subjective issue. There is a huge variety of sustainability guidelines and green
building schemes of differing natures, meanings and wordings. Despite this, there is no one guideline providing a cross-
reference between corporate social responsibility and green building performance to help the commercial property market
completely incorporate sustainability into their activities. Therefore, this paper intends to link sustainability, real estate
environmental, social, and governance (ESG) and sustainable building in order to help companies internalise this concept
in all areas of their operations aligning it with their strategic planning. From desk-based research, this proposal examines
and compares key aspects of the main schemes in existence, which are currently evolving in the definition, assessment and
report of sustainability at the corporate and built environment level. This approach provides key information to help pro-
fessionals get a better understanding of the specific changes which sustainability brings about in their corporate process,
strategies, investment decisions, daily business operations as well as their property management. The insights presented
here can support real estate companies to develop comprehensive communication flows and tools for the measurement and
disclosure of sustainability data.

Keywords: sustainable development, real estate, green building certification, corporate social responsibility, commercial

property, decision support model.

Introduction

Currently, many commercial property investors, owners
and corporate tenants are coming to recognize the impor-
tance of including environmental, social, and governance
(ESG) risks into their decision-making processes (Reed
et al., 2009; Deloitte, 2014; S&P Dow Jones Indices LLC,
2019; RICS, 2015). This has been stimulating real estate
companies to incorporate sustainability dimensions into
their corporate policies and business activities. Nonethe-
less, creating value from these criteria is still somewhat
confused and subjective. There is a huge variety of sus-
tainability definitions that change over time and between
countries (Warren-Myers, 2012; RICS, 2013). Further-
more, there is no one guideline providing a cross-refer-
ence between corporate social responsibility (CSR) and
green building performance.

Commercial property is a multifaceted business, which
connects investment strategies to building operations
and stakeholders have different interests and concerns

(UNEP FI, 2014). Therefore, stakeholders commonly
have different perception about this concept and cannot
determine the true sustainable performance and quality
of a sustainable real estate business (RICS, 2013; Ho et al.,
2005). They generally do not communicate directly with
each other, focusing only on the sustainable subjects af-
fecting their specific stage of the buildings life cycle (i.e.
planning, construction, occupancy). For that reason, land-
lords, developers and managers have more clear informa-
tion about the suppliers ESG practices and the building ef-
ficiency than prospective tenants and buyers (Fuerst et al.,
2012; Cox et al., 2013; RICS, 2015). As well as this, looking
into the sustainable performance of a property company,
the lack of understanding over a single sustainability mod-
el by the directors and managers can lead to the incorrect
planning of business strategies. It makes integrating the
sustainability dimensions into project planning, construc-
tion and building operation difficult.

Considering these issues, the property market suffers
from some information failures and uncertainty regarding
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sustainable buildings (Cox et al., 2013). The lack of trans-
parency and the difficult to providing clear data, as well
as an interconnected information flow can lead to inef-
ficient transactions and under-performance of the build-
ing (Fuerst et al., 2012; Ho et al., 2005). Thus, in order
to create one sustainable identity and lessen the problem
of information asymmetry, stakeholders have seeking to
certify their properties with some sort of green build-
ing label (e.g. LEED and BREEAM). Nonetheless, these
certifications only offer a quick reference point and the
absence of one does not indicate that a building is not
sustainable or the organization is not socially responsible
(Reed et al., 2009; RICS, 2013). Besides, sustainable build-
ing certifications usually focus more on environmental is-
sues (Mahmoud et al., 2019; Atanda, 2019). The balance
between social, environmental and economic strategies
appears to be a matter of secondary importance (Vieira
de Castro et al., 2014).

Carrying this issue further, this paper intends to create
a holistic approach, which sets out the social, economic
and environmental core aspects of the sustainable real
estate business. This proposal provides key information
to help professionals get a better understanding of the
particular changes which sustainability can bring to their
corporate strategies, investment decisions, daily opera-
tions as well as their property management. The insights
presented here can support real estate companies in de-
veloping comprehensive communication flows and tools
for the measurement and disclosure of sustainability data.
For this, the study examines and compares key aspects of
the main existing schemes, which are currently evolving in
the definition, assessment and reporting of sustainability
at the corporate and built environment level. Thus, this
study was developed from desk-based research that uses
international standards, sustainability guidelines, green
rating bodies as well as the gap in connecting the triple
bottom line to the commercial property industry.

Furthermore, this analysis is of particular interest to
professionals that are actively involved in the decision-
making process in the main property business activities,
such as the board of directors and managers. Nonethe-
less, it is also useful for commercial property investment
and management firms as well as other professionals and
researchers for whom real estate is their core business. Al-
though it was established focusing on real estate compa-
nies, whose core business is the development and manage-
ment of non-residential rental properties (e.g. shopping
centres, offices buildings), it can also be adapted for any
building type.

This paper presents the following structure according
to the research methodology: Section one classifies and
groups the main existing corporate sustainability guide-
lines and green building certification schemes that are
currently evolving in the sector worldwide. Then, section
two exposes a comparative analysis that highlights which
are the core premises needed to understand the concept
of sustainability. After that, section three explains in de-

tail the fundamental features which completely define the
sustainable commercial property business. Thus, in order
to create a holistic view, this approach encompasses all
commercial property business activity levels i.e. govern-
ance level, business/portfolio management level and single
building level. Finally, the concluding section provides the
main outcomes of the paper and proposes some points for
further discussion.

1. Classification of the main existing
sustainability guidelines and green building
certifications used by the commercial property
market

The set of references scrutinised in this proposal has been
selected from the existing guidelines, international stan-
dards, frameworks and ratings bodies, which are currently
committed to defining and assessing sustainability at the
corporate and built environment level, i.e. documents that
describes ESG and sustainable drivers, metrics and sys-
tems for evaluating companies’ non-financial performance
at different administrative levels and real estate corporate
functions such as the building’s development and manage-
ment (Figure 1). Furthermore, it is important to highlight
that the wide range of organisations involved in this issue
includes international standardization institutions, ratings
systems, investor platforms, benchmarking and profes-
sional associations, whose intentions differ according to
their nature (Reed et al., 2009; Bernet et al., 2010; Diaz-
Lopez et al., 2019).

In order to facilitate the comparison between the sus-
tainability premises defined by each guideline and certifi-
cation, the study classifies these documents according to
their object of analysis and scope of applicability (see Fig-
ure 1). Thus, firstly, they are grouped in two main blocks:

- Business dimension: This includes schemes and
guidelines that help companies and organizations to
establish CSR processes, measure their performance,
manage shifts forward in operations more sustainably
and report the impacts to their stakeholders. Usu-
ally, these documents are used to enable a sustainable
financial market by improving the credibility of the
corporate information on sustainability for investors
and others stakeholders. They are also connected to
the processes that are used to define corporate strat-
egy, business management, as well as asset and port-
folio investment.

- Building dimension: This block encompasses ratings
bodies and international standards, which focus on
establishing a set of references and indicators for
assessing the buildings’ life cycle sustainability per-
formance (design, planning, construction, operation
and maintenance, refurbishment and demolition).
These documents highlight the aspects of building
that have an impact on protected areas with regard
to the sustainability dimensions (i.e. social, economic
environment).
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Figure 1. The connection between the administrative levels, corporate functions and the classification of the main
documents used by each level (source: elaborated by the authors)

Following on, with regard to the scope of applicability,
the documents examined are divided into the following
subgroups:

- The business dimension:

1. Guiding principles: These encompass the main
documents formulated by International institutions
focusing on development and promote principles
and policies to improve corporate social responsi-
bility (CSR) worldwide. These documents comprise
a number of social, economic and environment
recommendations in order for companies to meet
their responsibilities on the fundamental issues re-
garding human rights, labour, environment, trans-
parency, fair business and anti-corruption.

. CSR international standards: This includes docu-
ments that provide guidance, references and Key
performance indicators (KPIs) to help businesses
and organizations put corporate CSR principles
into effect, monitoring their performance and
driving the due diligence process.

. CSR reporting guidelines: This subgroup encom-
passes guidelines that support companies in com-
municating their impact on critical sustainability

issues in order to link responsible business prac-
tices to financial performance.

. Real estate ESG guidelines: These guidelines focus

on providing stakeholders with a better under-
standing of sustainability measures and practices
needed to support the integration of ESG and en-
vironmental risks into the real estate businesses,
such as property investment and portfolio man-
agement.

. Real estate benchmarking: This block includes an

assessment system for measuring the sustainable
performance of property companies and real es-
tate funds. These platforms provide investors with
actionable information and tools to monitor and
manage the ESG risks and opportunities involved
in their real estate investments.

— The building dimension:
1. Ratings bodies: These are ratings systems that

aim to examine how sustainable a building is in
accordance with their own social, economic and
environmental parameters. In addition, these
schemes provide independent third-party certifi-
cation of a building’s sustainability performance.
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2. Sustainable buildings standards: These include
voluntary international standards used for the
planning and construction of buildings under en-
vironmental premises.

From this perspective, this classification helps develop
a deep analysis for understanding the most significant
sustainability features for the development of each com-
mercial property business activity. It generates a complete
view of the social, economic and environmental dimen-
sions of sustainability and the connections between the
applications of each document used by the market. Addi-
tionally, the set of documents provides information to al-
low for a holistic view of the activities and changes made,
which is indispensable if a company is to fully incorporate
the dimension of sustainability into their strategies and
daily operations. Furthermore, this organization can cre-
ate a practical overview that reduces the degree of confu-
sion surrounding the application of these models.

2. Comparative analysis for establishing the
comprehensive features of the sustainable
commercial property

2.1. Analysis of the sustainability documents used
by the commercial property at business level

Frequently, the guiding principles (CSR international
standards as well as the CSR reporting guidelines analysed)
have generic specifications which can be adopted by all
sorts of organizations in any economic sector. The Global
Reporting Initiative (GRI) is the only one which provides
a supplementary document — Construction and Real Estate
Sector Supplement (CRESS) — with information specific to
the real estate sector activities. Besides, these instruments
are of a voluntary nature and in many places worldwide,
their issues are applicable under local laws.

With regard to the guiding principles, they are con-
sidered the backbone for developing many CSR reporting
guidelines and standards that aim to support companies’
efforts in implementing, monitoring and reporting sus-
tainable development goals (SDGs) and responsible busi-
ness conduct in their operations. They outline the fore-
most principles for an organization to follow in reaching
a principled approach to doing business (OECD, 2011;
UNGGC, 2014). The similarity between these instruments is
due to the fact that they share a common normative base.
Their values focus on the same declarations and principles
such as the Universal Declaration of Human Rights, the
International Labour Organization’s Declaration on Funda-
mental Principles and Rights at Work and the Rio Declara-
tion on Environment and Development. Nonetheless, they
mainly differ in respect to their level of detail and priority
setting practices.

Looking into the International standards and report-
ing guidelines, many instruments have more than one
function, such as the Global Reporting Initiative (GRI),
which provides drivers for reporting and setting key in-
dicators to monitor company operations. However, these

instruments can be complementary to each other. There-
fore, in order to avoid information, overlap when using
two or more instruments, the commercial property com-
pany should firstly examine their subject, issue definitions
and wording to decide which of them are appropriate for
identifying their sustainability impacts and for reporting
their sustainability behaviour.

From this aspect, ISO 26000 Guidance on Social Re-
sponsibility is perhaps the most complete guideline to help
commercial property firms in incorporating sustainability
into their operations. It offers an in detail guide to sustain-
ability principles as well as a guidance on implementation
(Hemphill, 2013). In addition, The Global Reporting Ini-
tiative (GRI) supplements it by providing information on
reporting many of their issues. Furthermore, GRI is the
only reporting guideline that includes specific recommen-
dations for developing non-financial reports and a guide
for its application. On the other hand, the AA1000 series
of standards could be consolidated as a reference for the
validation of reports, as it focuses not only on reporting,
but also on the evaluation and assurance of the process.

Looking into the structure of the aforementioned
schemes, they include a wide range of similar topics, but
specific terms vary considerably. Nonetheless, regardless
of their core subject, they have many common premises
that can be grouped into six main social responsibility
elements: Human rights, labour, environment protection,
fair business, consumer rights, community development
(UNGGC, 20105 ISO, 2017). The Figure 2 shows a scheme
that establishes a link between the topics analysed in the
main documents and these elements.

In addition, it is important to highlight that these in-
struments are used as a basis for the creation of other tools
focused on assessing the implementation of CSR into busi-
ness activity. Therefore, understanding their functions is
fundamental for the creation of reliable comparative data
sets. That is to say, KPIs and indexes used by companies
and investors to improve the quality of their activities or
to invest responsibly must be connected to solid standard-
ized information in all real estate sector companies.

Bearing in mind the importance of translating the
aforementioned sustainability premises into the context
of real estate, the instruments grouped together in Real
estate ESG references and Real estate ESG benchmarking,
address fundamental practices in incorporating sustain-
ability into real estate activities. Their approach provides
recommendations and frameworks for helping real estate
stakeholders monitor the triple bottom line in the building
life cycle and in their investment decision making. In ad-
dition, they describe best practices in the building, which
commonly are based on some sort of sustainable building
rating bodies (see section 2.2 of this paper). Nonetheless,
they focus on different documents and have different ap-
proaches for each area of application.

In fact, the real estate sector is wide-reaching and in-
cludes a variety of owner strategies, tenants and circum-
stances which directly affect their business’ sustainability
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Figure 2. Link between CSR elements and topics of main instruments analysed
(source: elaborated by the authors)

performance (UNEP FI, 2014; GRESB, 2018). Due to the
broad range of generic topics defined by these documents,
they can be used as a quick reference point for compa-
nies adapting the information to their own business. In
addition, they can help organizations develop their own
sustainable management tools. They can also be a start-
ing point for a shift toward new business practices and

innovation in the commercial property sector. To con-
clude this section, it is important point out that CSR is an
all-encompassing concept and the commercial property
company should analyse each core premise to determine
whether it is relevant for their activity and what the prior-
ity is for sustainable action for their business to become
sustainable.



256 A. Vieira de Castro et al. Holistic approach to the sustainable commercial property business: analysis of the main...

2.2. Analysis of the sustainability schemes used at
building environment level

Sustainable building standards and ratings bodies are in-
struments which focus on determining the environmental
performance of a building. However, ISO 15392:2008 and
ISO 21929-1:2011 (ISO, 2011) are systems which aim to
establish principles for incorporating sustainability into
the decision-making process in the planning, design, con-
struction, management and deconstruction of a building.
The first one sets key drivers for implementing the con-
cept of sustainable development in the building’s life cy-
cle, as well as other types of construction (ISO, 2008). The
second international standard provides a set of the main
indicators to be taken into account in the development
of measures for assessing the sustainability performance
of new or existing buildings. Both standards give sustain-
ability equal importance. They also take into account some
principles and procedures set out in the guidance on social
responsibility ISO 26000, the GRI sustainability reporting
guidelines, as well as the sustainable development princi-
ples determined by the United Nations (UN) Commission
on Sustainable Development (CSD).

On the other hand, ratings bodies are green certifi-
cation systems which provide third-party checks on how
environmentally sustainable the building is according to
their own assessments schemes. Since the 1970s, the inter-
est in the assessment of building’s environmental perfor-
mance has induced intense research with special empha-
sis on evaluate the built environment’s energy efficiency
(Diaz-Lopez et al., 2019). Nonetheless, the era of the rat-
ing bodies commenced in 1990 with the development of
BREEAM by the British Research Establishment before
the sustainable development’s concept entered into the
agenda of international policies with the Rio Conference
(Reed et al., 2009; Berardi, 2012). After that, the French
system HQE was developed, followed by the U.S. LEED
in 2000. According to Reed et al. (2009), the evolution of
the certifications worldwide is largely based on these ini-
tial rating systems, which are widely spreading rating sys-
tem. Only in the last two decades, the gradually increase
in global awareness on the environmental impacts of the
buildings’ construction, use and disposal, has been induc-
ing many countries to develop rating systems, which cover
sustainable criteria for the whole buildings’ life cycle.

Therefore, there is currently an increasing number of
certifications, which has been created to assess the sus-
tainability performance of many building’s type or the dif-
ferent stages of the building life cycle (Diaz-Lopez et al.,
2019; Reed et al.,, 2009; Mahmoud et al., 2019; Berardi,
2012; Vierra, 2011; Shan & Hwang, 2018). Besides, the
main purpose for the creation of these certifications is the
need to improve local knowledge and transparency about
the way to implement and measure the outcomes and
impacts of green strategies in their building stock (Reed
et al., 2009; Vierra, 2011; Benani et al., 2013).

Despite this, certifications score only enable to com-
pare buildings with the same certification (Warren-Myers,
2012). These rating systems differ vastly in scope, word-
ing, topics structures, categories and the weight that each
criterion has for scoring. Moreover, the technical criteria
in each one includes procedures that are in line with lo-
cal building regulations (Reed et al., 2009; Banani et al.,
2013; Mahmoud et al., 2019; Diaz-Lopez et al., 2019). It
occurs due to some specific factors, which vary between
countries such as climatic conditions, type of building
stock, geographical features, government policies and
regulations, historical characteristics, culture value and
public awareness (Reed et al., 2009; Benani et al., 2013;
Shan & Hwang, 2018; Mahmoud et al., 2019). As a result,
from the perception of real estate investors, whom acquire
properties oversea, the lack of unified attributes difficult
the comparison of the sustainability performance of their
buildings (Dixon et al., 2008; Reed et al., 2009; Mahmoud
et al,, 2019).

The use of these certification is more common among
corporate buildings that may appeal to public sector oc-
cupiers or companies (RICS, 2013). It may be explained by
the fact that locating their activities in a certified property
may affect their corporate reputation mainly among inter-
national investors and non-profits (Eichholtz et al., 2010).
Hence, real estate investors and developers are advised to
undertake a specific analysis to identify which certification
is more appropriate for attaining their goals, considering
the local regulations, marketability and their sustainable
business strategies.

In parallel, it is important highlight that, although
the recent review of many certifications (e.g. BREEAM,
DGNB, LEED) expresses their standards’ relationship with
the seventeen Sustainable Development Goals (SDGs)
driven by the UN (BREEAM, 2018; LEED, 2018; DGNB,
2018), the ratings body spotlight is yet to have an impact
on the building environment. They have a relatively strong
emphasis on the building strategies used to increase en-
ergy efficiency, reduce resource use and improve the in-
door environment quality. The perception of social and
economic sustainability such as equality and economic
prosperity is still vague (Berardi, 2012; Doan et al., 2017;
Atanda, 2019).

According to ISO 21929-1, these features are some of
the main building aspects that affect core areas of protec-
tion relevant in the assessment of how the built environ-
ment contributes to sustainable development. These core
areas of protection are ecosystem, natural resources (en-
vironment pillar); social equity, cultural heritage, health
and well-being (social pillar); economic prosperity and
economic capital (economic pillar).

By comparing the contents, wording and subject of
these certifications, Figure 3 shows a scheme that arrange
the ratings bodies’ indicators according to these core areas
of protection.

Based on this approach, the certification DGNB can be
seen as the only ratings tool to determine an outstanding
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Figure 3. Scheme of the rating bodies’ criteria in accordance with the ISO 21929-1 core premises
the sustainability dimensions (source: elaborated by the authors)
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Man02, Man04, Man05) Life cycle costs (ECO1.1)

Financial performance (ECO2.1,
EC02.2)

Quality of technical
implementation (TEC1.5)
Quality of planning (PRO1.1,

PRO1.5, PRO1.6)
Quality of construction (PRO2.3,
PRO2.4, PRO2.5)

Materials (Mat05)

Waste (Wst05, Wst06)

Target 2: Components (2.1,
22)

Target 7: Maintenance (7.1)

Q2 Quality of Service
(23)

and
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commitment to meeting the balance between all the sus-
tainability aspects in the built environment. The indicators
that cover the environmental, economic and socio-cultural
credits have similar weight and importance. Nonetheless,
BREEAM, LEED and CASBEE give more attention to the
subjects that have a primary influence on the environmen-
tal dimension. CASBEE merely evaluates the improvement
of indoor and outdoor environment quality, as well as the
reduction of environment loads such as energy, resources
and materials (CASBEE, 2011). In parallel, BREEAM and
LEED focus especially on the design features connected
with the energy demand, low carbon emissions, materials,
land use and transport.

The socially sustainable dimension is of secondary
importance in their assessment scheme. They specifically
observe the building characteristics that directly affect the
comfort, health and wellbeing of the occupants. HQE is
the only certification to award the aspects of health and
wellbeing with more credit points than the core protection
areas of the environment pillar (HQE, 2018). However, the
comfort criteria are associated with the building features
that indirectly influence the natural resources or ecosys-
tem. Furthermore, in the DGNB and BREEAM schemes,
social equality only includes strategies for building in ac-
cessibility. In this section, LEED also includes regional pri-
ority criteria to encourage stakeholders to achieve credits
according to geographically specific environmental, social
equality and public health priorities (LEED, 2018).

Concerning the economic pillar, the life cycle cost
(LCC), flexibility and adaptability of the building are
the main issues covered by the green certifications. The
DGNB scheme also provides a criterion to evaluate de
commercial viability of the building. A built environment
with good, long-term, commercial viability increases not
only profit, but also the safety of the local community, its
market value and local resource conservation. It is impor-
tant to point out that the economic sustainability pillar
carries the lowest weight for BREEAM, LEED, HQE and
CASBEE.

To summarize, it is important observe that there is a
complex interrelation between the pillars of sustainable
development, whereby one building aspect primarily af-
fects a particular core for sustainable protection and has
a potential indirect impact on one or more areas of pro-
tection. Developing and managing sustainable buildings
require thinking holistically. Furthermore, the commercial
property sector has a strong socio-economic and cultural
character that differs from region to region. According to
ISO 21929, the sustainability strategies should be consid-
ered locally and reflect the context, priorities and needs,
not only in the built environment, but also in the social
environment. Nonetheless, socio-economic topics are still
a matter of secondary importance for the green building
assessment. Therefore, it is impossible to determine the
complete sustainability impact that a planning, construc-
tion and building operation produces in the context of a
given local community, as well as how the real estate asset
contributes to its socio-economic progress.

3. The holistic approach for the sustainable
commercial property business

The comparative analysis of CSR and sustainable build-
ing instruments show that a wide range of sustainability
aspects are associated with corporate management. These
not only influence a commercial property firm’s strate-
gic planning, but also their daily operations, the build-
ing development process and asset management. These
functions are part of a multifaceted operational scheme
involving the different hierarchical levels within the or-
ganisation. They produce a complex interrelated infor-
mation flow, which according to UNEP FI (2014) needs
to be systematically managed to incorporate sustainable
considerations in the day-to-day business routine and
decision-making processes. It requires investors, employ-
ees and value chain to have a deep understanding about
the corporate’s sustainability goals and to keep abreast of
developments in the area.

From this perception, the real estate company has an
educational approach that addresses the conditions for
creating sustainable behaviour among their stakeholders.
Responsible practices require important changes in the
individual’s culture, which are based on the ethical and
moral examples of their power structure (e.g. CEO, CFO,
board of directors). Therefore, the firm’s value system,
behaviour and performance criteria must be defined in
line with ethics and morality, social equality and socio-
environmental justice (OECD, 2011; UNGC, 2014; GRI,
2018). Their objectives and actions, corporate strategy,
as well as the way in which the organisation acts in the
market, should focus on creating growth opportunities,
competitive advantage and market position under the
ESG principles such as profitability, social progress and
environmental protection (Rapson et al., 2007; Reed &
Wilkinson, 2005).

The mutual dependence of society and business re-
quires that corporate decisions and social policies incor-
porate good practices into their strategies to share values,
that is, decisions must benefit both parties. If real estate
businesses or society pursue policies that benefit only their
own interests, the temporary benefit of one will weaken
their long-term prosperity (Porter & Kramer, 2006). Car-
rying it a bit further, the sustainable goals developed in
the corporate strategic planning not only determine the
bases of the tactical and operational process at the cor-
porate administrative levels, but also the fundamentals of
the portfolio management as well as the real estate busi-
ness strategy. Since a strategy only makes sense when it is
executed, the real estate development project is the vehicle
to perform the social, economic and environmental strate-
gies of the real estate company. Thus, a property develop-
ment strategic planning should translate the sustainable
goals into actions. The Figure 4 shows not only the key
elements, which are design according to the sustainability
aspects, but also the interrelation into these components
to configure an information system across to the compa-
ny’s administrative levels.
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Key elements of the corporate
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Figure 4. The interrelation between the company’s key elements for the creation of a sustainable information flow
(source: elaborated by the authors)

This being considered, this section connects the core
premises of sustainability with the main functions of busi-
ness and building. From a practical perspective, this ap-
proach provides recommendations to help the commercial
property professionals embed sustainable practices within
their various activities.

3.1. Recommendations for the incorporation of
sustainable practices into the business strategy and
management

The CSR elements mentioned in the section 2.1 encompass
core premises that could be considered are main drivers
for the development of the sustainable strategy and actions
of the company (Figure 4). These core premises can be
divided into three main topics, which lead to good prac-
tices in corporate governance and should be interiorize by
the stakeholders. However, it is important to consider that
the core subject of each document is not exactly the same
and, in most cases, similar issues are involved in different

topics. Thus, it is important to highlight that the compari-
sons and equivalents are approximate depending on the
authors’ analysis and knowledge. The Figure 5 establishes
a connexion between the main CSR topics, the CSR ele-
ments exposed in the section 2.1 and the core premises
that define good practices at business level. Following the
three main topics are:

- Business policies and management: The commercial
property company should behave ethically. This topic
covers transparency in company decisions and where
activities impact local development and the com-
munity. It covers initiatives for compliance with laws
and regulations, training and awareness raising for
employees on the topics of eliminating bribery, anti-
corruption and extortion, promoting social responsi-
bility in the value chain, consumer protection and fair
business practices such as legal action for anti-com-
petitive behaviour, anti-trust and monopoly practices
(ISO, 2010; OECD, 2011; GRI, 2018). Their strategies
should also respect and respond to the interests of its
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stakeholders. Moreover, their efforts for sustainability
should be based on a due diligence process that veri-
fies the extent to which such processes have been im-
plemented to avoid incidents and violations.

Environment protection and climate changes: The
commercial property company should promote en-
vironmental responsibility in their employees and
stakeholders. They should establish and maintain an
environmental management system which includes
strategies for monitoring and assessing the environ-

mental and health and safety impacts of their activi-
ties. It should also involve contingency plans to pre-
vent, mitigate and control severe damage to health and
the environment, and report any incidents to the rel-
evant authorities (ISO, 2010; OCDE, 2011; GRI, 2018).
Employment and social development: According to
the set of guidelines, the firm should respect interna-
tionally recognised human rights, the human rights
obligations of the countries in which they operate and
the relevant domestic laws and regulations. Corporate

Figure 5. The CSR core premises used for commercial property corporate governance to create the company’s values,
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governance must ensure that the human rights of their
employees are respected across the organization, that
members of their supply chain are also committed and
the treatment of tenants and local communities does
not violate any human rights (ISO, 2010; RICS, 2015;
GRI, 2018). From this perspective, the commercial
property organization should also establish manage-
ment programmes which promote workers’ health and
wellbeing, gender equality, fair employment relation-
ships that include the elimination of forced or com-
pulsory labour, child labour and discrimination (ISO,
2010; GRI, 2018). This topic also addresses how busi-
nesses should demonstrate proactive commitment and
involvement in the community to create employment,
promote local social justice, science and technology,
innovative capacity and community wealth. Further-
more, commercial property companies should work
together with the local governments to develop safer
and more inclusive cities.

Carrying these premises further, sustainable commer-
cial property investment creates economic value by tak-
ing into account the ESG to avoid benefitting from social
and environmental inequalities, such as poverty, pollution
and improper competitive advantages. Therefore, looking
into the portfolio management routines, professionals are
required to have a deep understanding of the corporate
sustainability strategies to be able to translate the sustain-
ability targets into the organisational structures and create
management tools for monitoring and reporting on sustain-
ability performance. Thereby, in conjunction with the DCF
methodologies, the decision-making process considers asset
features that influence the balance of the profit distribution
among stakeholders, local community development, as well
as the business capability to create human, environmental
and economic capital. According to UNEP FI (2014), sus-
tainable portfolio management embraces analytical meth-
ods, which provide a profound analysis of the relationships
between physical property features, corporate aims and
economic success. Relevant recommendations are made
on a minimum set of processes which an organisation can
use to meet their sustainability goals while creating value
for stakeholders, building occupants and local community
(UNEP FI, 2014; RICS, 2015; GRESB, 2018).

NEW BUSINESS
VISION

Focused on
sustainahility
strategies

Security

Liquidity

strategy

Enviroment
strategy . Biodiversity and ecosystem

Economic
strategy

- Design a reporting system to measure the sustain-
ability performance of its whole portfolio and ensure
that the measurement has a user-friendly data input
interface for the organization’s own staft and for the
external service providers. The system should include
social, economic and environmental KPIs that provide
information in line with the core sustainability prem-
ises. Besides, it is important highlight that, this infor-
mation system must be directly related to a CRS re-
porting guideline scheme (see Figure 1), which is more
appropriate for detailing its performance to investors
and society, e.g. managers of publicly traded compa-
nies can define KPIs that directly produce informa-
tion in line with the GRI guideline issues. A dashboard
management system interconnected with the report-
ing system decreases the probability of asymmetric in-
formation between internal and external stakeholders,
contributes to a reduction in the dispersion of analysts’
forecasts and thus an increase in information accuracy
(Cuadrado-Ballesteros et al., 2017).

— Establish performance targets for a quality manage-
ment approach, by which the property development
and building operating process can be continuously
improved.

— Certify that the input data and basic information on
the property’s physical, technical and management
features is available for all assets within the portfolio.

Considering these administrative premises, the first

stage of a sustainable project development is connected
to the definition of the most appropriate business strategy
according to the corporate objectives, investments success
factors as well as the stakeholder’s expectations (Morris
& Jamieson, 2004, 2005). Although the focus of a busi-
ness strategy is strictly economic, CSR objectives need to
drive it so that profit maximization does not override the
company’s social principles and values. Therefore, this ap-
proach expands the classic investment vision (i.e. security,
liquidity and return) in order to balance the three aspects
of sustainability at the strategic decision-making process
(Figure 6). Le. the company needs to balance its strategies
of long-term value creation on three fundamental con-
cepts of sustainability that interact and complement each
other — [1] corporate social responsibility, [2] Responsible

Businessstrategybased on:

Socio-economic environmental education

Health & Wellness {community, employees and building occupants)
Individual satisfaction

Socio-urban developmentof the community

Eco-efficiency
Innovation

Balanced distibution of economic benefit for all stakehalders (win-
Wi-WitT)

Figure 6. The new business investment vision and the main drivers of the sustainable business strategy (source:
adapted from Lorenz, 2006; UNEP FI, 2014; Porter & Kramer, 2006)
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real estate investment, and [3] sustainable buildings (UNEP
FI, 2014). In this regard, business strategies give objective
and tactical character to the company’s sustainability policy.

3.2. Recommendations for the sustainable building’s
development process

The built environment reflects a corporation’s sustain-
ability strategies. Therefore, professionals should assess,
monitor and report on sustainability performance over
the building’s whole life cycle i.e. planning, design, con-
struction, occupancy and recovery. These activities must
be in line with sustainable business policies such as trans-
parency, good labour practices, human rights, CSR supply
chain, as well as environmental protection. For this, the
property development strategic planning is the instru-
ment, which gives team members a sense of direction to
achieve the sustainable objectives at the project level, i.e.
it translates the dynamic of the corporate philosophy, cul-
ture and business strategies into the project management
providing the drivers for the decision-making process at
the various stages of the real estate development (Morris
& Jamieson, 2004). Besides, the strategic planning pro-
cess permits managers to measure the project accomplish-
ments against expectations (Hewlett, 1999).
Therefore, this approach establishes three strategic
planning steps (Figure 7), which should be used to set
up a document to communicate with the team the busi-
ness goals and the actions to achieve these goals (Porter
& Kramer, 2006; Kerzner, 2001).
1. Formulation process — It understands the business
strategy goals and defines the aspects to remain com-
petitive within the business. It is performed by the top
management values providing the decisive decision
model for directing the course of business (Kerzner,
2001). There are three topics that should be formulate:
- Analyze the external environment (e.g. market
trends, political environment, competitor’s behav-
ior and risks) for changing conditions identifying
sustainable opportunities or threats.

- Analyze the company’s resource base and manage-
ment capacity for asset strengths and weaknesses.

- Set project goals for pursuing the business strat-
egy based on the sustainable values and sense of
responsibility.

2. Implementation process — It stablishes rules and
procedures in order to create a fit between the com-
pany’s goals and its ongoing activities. According
to Kerzner (2001) integration management is an
important core competency of the project manage-
ment.

3. The identification of the opportunity process — It
establishes the logical decision-making process that
could be part of the identification and selection of
the new project. Checklists with the main sustain-
ability goals can be created with the following topics
to help directors and managers simplify the go-no-
g0 process:

— The potential size of the market and market posi-
tion.

— The expected competitive response.

— The acceptable potential risks for the business.

— The strategy for the land selection and acquisition
to build the project.

— The capital requirements for the building develop-
ment.

- The degree of social acceptance.

— Technical opportunities for the building construc-
tion.

- Supply chain management capabilities.

- Financial capabilities.

It should be noted that these criteria are one of the
main bases for the identification and selection of busi-
ness opportunities and the design of the real estate de-
velopment. These strategic planning creates the standard
methodology for the site selection process, negotiations
and the project management (Hewlett, 1999). Therefore,
comparing the issues in the set of the sustainable build-
ing schemes analysed, there are eight main topics which
encompass core premises for the development of sustain-
able buildings:

1. Sustainable project management: professionals should

integrate sustainability aspects into the main develop-

Businessstrategy
Th 2 Compeny want to 207
1. Formulation process ! nust be made 7
When be mads in onder to get the sustzinsbls
EoalzT
Y
Property development
strategic planning 2.Implementation How business sctivities mustbe parbemad ©r schisve
the company s sustzinsble goals?
It establishes the process
standard
methodology for
the project
managamant 3. The identification of What 212 the criteris ©r land sslaction and land puschass?
opportunity process What &r2 the criteria ©r the go-no-go decision of the project
davelopmentT
A J
Project development

Figure 7. The new business investment vision and the main drivers of the sustainable
business strategy (source: Kerzer, 2001; Porter & Kramer, 2006)
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ment stages of the building i.e. commercial viability,
project brief, design, construction, commissioning,
occupancy and aftercare. This approach improves
the building quality and ensures that economic, social
and environment considerations form the backbone
of strategic decisions which concern the quality of
the asset. It also refers to the tenants’ policies, which
covers transparency and a responsible marketing, as
well as the design of green leases and building user’s
manuals (BREEAM, 2018; DGNB, 2018).

2. Site selection and accessibility: This topic must to be
taken to account at the commercial viability phase.
It encourages developers and owners reuse brown-
field terrain or those of low ecological value. The site
selection must take to account sustainable premises
for achieving a low soil-sealing factor, and a low
environmental impact. Therefore, it encourages the
recovery of degraded areas, habitat protection and
creation of long-term biodiversity management. Site
accessibility connects market analysis and transport
communications which improve access to local
amenities. Additionally, it takes into account sus-
tainable, alternative transport solutions for building
users, which supports the reduction of car use and,
therefore, CO, emissions over the building life cycle.

3. Community development: This topic addresses how
businesses should demonstrate proactive commit-
ment and involvement in the community to create
employment, local social justice, science and tech-
nology, innovative capacity and community wealth.
The commercial property organisation should work
together with the local government to develop safer
and more inclusive cities.

4. Functional and sustainable design: The building design
should be accessible to everyone, without restrictions
on its use. In addition, the project should optimise and
facilitate the maintenance of building materials and
systems. It is important that the project create quality
indoor and outdoor spaces according to the occupiers’
expectations, the marketing analysis and the weather
conditions. Another important aspect is the inclusion
of innovative measures to decrease the buildings im-
pact and to increase economic performance and user
comfort. The design must consider bioclimatic and
low carbon strategies, which create sustainable build-
ing features such as building energy efficiency, daylight
control and indoor air quality.

5. Materials and resources: Use of construction-effi-
cient products that reduce the building’s environ-
mental and social impact. It is important to use the
Building life cycle assessment (LCA) to evaluate the
impact of products during manufacturing, design,
procurement, installation, in-use and end-of-life.
According to BREEAM (2018), this topic should fo-
cus on the efficiency of the construction product, its
environmental impact, as well as responsible sourc-
ing and product durability.

6. Sustainable worksite: The worksite team must moni-
tor, evaluate and control the environmental impacts
of construction such as: water, effluents and waste
management, energy consumption and polluting
emissions. In addition, social issues are extremely
important such as workers health and safety, as well
as the local community’s wellbeing, limiting noise
and visual pollution and optimising worksite clean-
liness.

7. Environmental protection and climate change: In its
building operating processes, the building manage-
ment company should promote responsibility for
the environment, its employees and its supply chain.
According to the business objectives, the facility
manager must institute and maintain an environ-
mental management system that includes monitor-
ing, evaluating and reporting on the environmental
and health and safety impacts in the building’s daily
operations.

8. User comfort: This encourages the use of strate-
gies that increase the health, wellbeing and safety
of building occupants. This topic embraces issues
which give incentives for building design specifica-
tions to create a comfortable internal and external
environment.

These recommendations should be taken to account
for the design of a KPI system for monitoring and report-
ing the sustainable performance of the building devel-
opment process (i.e. planning, design, construction and
occupancy). For this, managers should to build links be-
tween the company’s management data platforms and the
green labels (e.g. BREEAM, LEED), which are considered
more asset-based reporting and certification methodology
for the company’s actuation market. The Figures 8a, 8b,
8¢, 8d, 8e relate the core premises to certifications criteria
at each building development stages. However, it is im-
portant to note that some certification criteria vary across
countries such as thermal comfort, regulations and poli-
cies. Therefore, managers must consider the local features
where their buildings are located in order to create reliable
indicators to measure and compare the performance of
their portfolio.

As a final point, for a building to be considered sus-
tainable it is important to understand the relationship
between the dimensions of sustainability and the impact
they have on the life cycle of the project. Therefore, an as-
sessment system should focus on measuring the balance
of the environmental, social and economic impacts at all
stages of the building’s development process. In order for
this to happen, sustainable building schemes should incor-
porate into their assessment methods those issues which
evaluate the direct impact that the building life cycle has
on the development of the socio-economic community, on
the wellbeing of the workers (from the construction to the
operating stage), and how these aspects influence, and are
connected to the local culture.
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Figure 8. a — The core premises at the building’s planning phase (source: elaborated by the authors); b — The core premises at the
building’s design phase (source: elaborated by the authors); ¢ — The natural resources’ core premises at the building’s design phase
(source: elaborated by the authors); d — The core premises at the building’s construction phase (source: elaborated by the authors);
e — The core premises at the building’s occupancy phase (source: elaborated by the authors)
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4. Discussions

The core premises identified in the above sections show
that the employment of practical sustainability in the com-
mercial property business goes significantly beyond the
issues of the built environment. There is a variety of social
and economic aspects associated with business manage-
ment which not only influence a commercial property
firm’s strategic planning, but also affects the decision-
making process for building development and asset man-
agement. It is also important to highlight that commercial
properties are a complex business, in which different com-
pany areas (corporate, asset and building management)
create a complex web of interconnected information flows
and requirements (UNEP FI, 2014). Therefore, thinking in
a sustainable way encompasses a wide range of physical,
social, environmental and economic factors that directly
influence company strategies and the asset value.

Carrying this issue further, the current concept of
sustainability used in the market is insufficient since it
focuses mainly on the environmental building impact.
Socio-economic aspects are seen as corporate initiatives
and usually do not interrelate with the complete build-
ing life cycle. If just the green building certification is
used to assess the property’s sustainability performance,
the property’s impact will be only partially measured, as
these certificates focus on a small section of the sustain-
ability characteristics that should be used by commercial
property businesses. Therefore, not only the performance
of the building components and equipment must be as-
sessed, but also all socioeconomic actions in its value
chain such as business transparency, good practices in the
land selection and acquisition, labour relationship and the
construction practices.

For that, a holistic approach helps commercial prop-
erty’s professionals visualise all elements and objectives
of the process and their interrelationship with the social,
environmental and economic strategy of the company.
This interrelationship set out in the approach facilitates
the promoter to explain what are the necessary changes
in the modus operandis of the professionals covered in the
process, so that such information could be consistent and
assertive.

Conclusions

Incorporating sustainability into the commercial property
market is still somewhat confused and subjective. There-
fore, this paper intends to link sustainability, real estate
environmental, social, and governance (ESG) and sustain-
able building in order to help companies internalise this
concept in all areas of their operations aligning it with
their strategic planning. Sustainability must be compre-
hensively understood as part of a single system in which
different disciplines are interrelated. Thus, the decisions
made at each business level directly influence the results
of the other activities, and consequently the final impact
of the process. However, this attitude demands a cultural

change and advances in the way that business is planned.
This would also imply significant changes in the business
model still used by corporations in the sector.

In accordance with this, the holistic approach pro-
posed provides organisations with two key drivers to shift
its modus operandi towards sustainability:

— Core premises that help professionals to organize the
collection, monitoring and controlling of sustainabil-
ity goals at corporate, portfolio and single building
levels. It facilitates the evaluation and implementa-
tion of sustainable strategies across all business pro-
cess activities.

- Information for correct data collection, input and
reading on the sustainability issues in order to create
the necessary materials for professionals to analyse
the business risks and opportunities, as well as cor-
rectly design the management process and impact
mitigation.

To conclude, this research provides some recom-
mendations that can stimulate further studies to provide
broader and deeper information to create solid, sustain-
able assessment tools and to develop metrics capable of
completely incorporating the dimension of sustainability
into the valuation of the commercial property business.
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