Measuring the value of a healthy building
How human health and buildings interact is one of the big new issues faced by the real estate industry around the world. We have already seen how environmental sustainability and energy efficiency have become huge industries within their own right.  The next wave of sustainability is now focusing on how buildings can enhance our health.  Metrics such as the WELL Building Standard have quickly achieved global exposure with projects being registered all over the world.  But the burning question for investors, developers, landlords and corporate tenants in particular is whether it is possible to attribute a higher value to a healthy building?  This question will be answered in a variety of ways giving both a positive and negative spin whilst looking at the issue not only from an occupier's perspective but also from a landlord, developer’s and investor's standpoint.
At the Global Wellness Summit in 2017 there was a lively discussion on wellness in relation to real estate.  For investors and property developers the concept of "Return on Investment" is of course paramount.  Proponents of the wellness movement are keen to point out though that we ought to be focusing on "Return on Wellness" which should consider different criteria than just financial ones and look to health.   While this may seem flimsy as a concept it is fairly true to say that we already inherently and intuitively value spaces that make us feel better.  Properties on a seafront or looking out over a good view with clean air and high ceilings are spaces that we instinctively prefer.  Of course, flats with sea views always command a higher price than basement flats with no view.  However there is now a whole host of data and studies available which can more persuasively show this as a value proposition. 
The case for corporate occupiers or even small companies to occupy healthier properties needs little justification.  With salaries typically comprising 90% of an organisation's costs it is a no brainer that companies wish to keep staff as happy and healthy as possible.  With the war on talent and millennials citing wellness as a factor in choosing where they work, we see more and more corporate wellness programmes being adopted.  When engineering firm Cundall became certified as the first WELL office in Europe their post-occupancy survey made compelling reading.  Compared with their other office, their WELL certificated office at One Carter Lane London showed significantly higher rates of staff attraction, staff retention and productivity with also a material drop in absenteeism once new staff had moved into the new office.  The results of a seminal study from 2016 conducted by CBRE entitled “The Snowball Effects of Healthy Offices” are also extremely compelling. This involved over 124 employees being monitored over a seven month period looking at to what extent the participants felt happier, healthier, more energized and whether they felt their work performance was improved as a result of the introduction of various heath measures. These measures included natural spaces, right lighting, healthy nutrition, mental balance and physical exercise.  Positive ratings across the board ranged from 10% to 76% .  
To look at this from a different perspective we need to ask the question what could the effect be of not having a healthy building for employees?  We are constantly told how poor air quality is inside as well as outside buildings.  The Global Wellness Institute ( GWI) has highlighted that indoor air pollution now kills as many people as outdoor air pollution. In the Uk alone the Royal College of Physicians stated that thousands of deaths in 2016 were linked to poor indoor air quality with an attendant cost too of tens of millions of pounds to the NHS.  With monitors and apps able to measure air quality it is perfectly conceivable that employees will soon bring legal action against their employer for the harmful health effects of poor indoor air quality.  
Then there is the area of residential property to consider.  In a recent all party parliamentary paper  – Graham Jukes - a prominent health adviser went as far to say “The costs to the NHS of substandard housing suggest that the quality of people’s housing has a similar impact on health as does smoking or alcohol”. And in looking at largescale new developments and regeneration schemes developers and master -planners would do well to consider comments from the GWI in their recent impressive paper  -Build Well to Live Well - “Collectively, we must shift our thinking; buildings and infrastructure are as important as immunizations; pocket parks, paths, and plants are as beneficial as prescriptions ; friends and neighbours are more important than Fitbits” . This paper from the GWI even goes on to attempt to quantify the value of unhealthy real estate citing as one example that 88% of urban dwellers are exposed to unhealthy levels of pollution in the USA.
For investors the concept of ESG or Environmental and Social Governance has gained increasing traction over the last few years.  ESG enables investors to evaluate corporate behaviour and determine the future financial performance of a company but it also measures the sustainability and ethical impact of businesses.  Investors have found it difficult however to agree on the correct metric to measure ESG though there are several which are available.  GRI or the Global Reporting Initiative has been around for 20 years and is perhaps the most widely known index as a method for reporting on global standards for sustainability.  There is also SASB or the Sustainability Accounting Standards Board, a further independent standard set up in 2011 based in America.  Perhaps the most health focused standard of all is GRESB which is the Global Benchmark for Real Estate and is endorsed by 850 property companies and many institutions.  GRESB has its own health module.  However all these standards have been questioned because they do not go far enough in looking at health promotion in a building.  Rather they tend to focus on health and safety or major risk areas as a legacy standard from the former predominance of manual as opposed to knowledge workers. What we are seeing though with the health module of GRESB at least is increased engagement – there has been a 76% increase in participation since its release in 2016.
If investors can only draw incomplete conclusions from SASB, GRI or GRESB then there are some compelling statistics to be found in the World Green Building Council's Report, "Better Places for People" published in October 2016.  Amongst the variety of revealing data found in this report there is reference to research from Harvard showing 26% higher cognitive functioning for the occupants of green certified and higher performing buildings.  Then there is the recent data from the Canadian Green Building Council showing that in respect of WELL certified buildings 38% of building owners reported an increase in building value of 7% or more while 46% of building owners were able to lease space more quickly and 28% were able to charge premiums on rent.  Finally a recent paper from CBRE entitled “Keener to be Greener” stated that in 2018 for the first time more investors said sustainability was more important in asset selection than not. 
For developers the Urban Land Institute (ULI) helpfully produced a report called the "Business Case for Building for Wellness" published back in 2014.  This looked at 13 projects (ten of them in the USA) concerning a mixture of uses and split across 3 types of projects renovation and redevelopment, new construction and master-planned communities.  The results in this report were again positive with all the developers saying that adopting a variety of wellness features had exceeded their expectations- with rapid lease take up and increased sales rates.  They further reported that the development costs were seen as a minimal percentage of the overall development budget and there was a strong consensus that these upfront costs had contributed to various projects' overall success.  It was also found that operating expenses for the maintenance of these wellness components were typically minimal. 
Recently in July 2018, the ULI published a further paper “the Business Case for Healthy Buildings”. Citing a lot of general research about employee satisfaction with healthy design elements (such as Google) the paper went on to look closely at several very recent examples of buildings in Canada and the USA adopting either the WELL or the Fitwell standard. Once again across all the offices and sectors there were reports of increased productivity, better social cohesion and increased staff recruitment and retention. As the report also states – aside from anecdotal staff surveys  -if a healthy building increases productivity by just 1% or decreases staff turnover by 1% then this can have a big effect on a company’s bottom line.
The case for achieving an increased price for what has been termed as Wellness Lifestyle Real Estate  - essentially residential development incorporating wellness - has been made by the GWI for some time. The GWI refer in particular to a study carried out in October 2016 by the market research company for American lives.  Here a nationwide survey involving a thousand people between ages 25 to 75 was carried out.  The aim here was to measure the size of the market for wellness services and appetite for these where people lived.  Wellness services includes a wide range of activities including but not limited to community events, nutrition classes, stress reduction, techniques and personal training.  The results were convincing in that 75% of people asked wanted wellness services where they lived with 25% strongly endorsing it, 38% favouring it and 12% looking at it largely for when they travelled or in respect of their second homes.
The Build Well to Live Well report from the GWI published at the beginning of this year goes into considerable further detail about the enhanced value of Wellness Lifestyle Real Estate. It is careful to ensure that the projects it considers really do proactively support the holistic health of their inhabitants.  Drawing on numerous examples of residential development around the world it concludes that Wellness Lifestyle Real Estate developments around the world positioned at the middle/upper ends of the market are achieving home sale price premiums averaging 10-25% - in fact the spread is between 5-55%. However the report acknowledges that one reason for this premium is that at present there is not enough supply to meet demand.  

In conclusion there are several ways in which it has been possible to measure the impact of buildings adopting healthy standards or metrics and across a wide range of commercial and residential properties.  Credible studies are beginning to surface around the world from a number of recognised research bodies and industry groups.  We can only expect more examples where the case is made clearer that healthy buildings do indeed result in an increase in value for owners and occupiers.  
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