
The Application of Sustainable
Development Principles
to the Theory and Practice
of Property Valuation

von
David Philipp Lorenz

©
universitatsverlag karlsruhe

 
 

  
© 2008 AGI-Information Management Consultants   

May be used for personal purporses only or by  
libraries associated to dandelon.com network. 



Table of Contents

1. Introduction : 1

1.1 Motivation and focus ; 1

1.2 Research objectives, information sources and research strategy 4

1.3 Summary 6

2. Sustainable development and the role of property and construction 10

2.1 Introduction 10

2.2 Sustainable development 16

2.2.1 The concept of sustainable development 16

2.2.1.1 The renaissance of sustainable development thinking 16

2.2.1.2 Natural Economics 24

2.2.1.3 Political Ecology 29

2.2.1.4 Development as Freedom 30

2.2.1.5 Envisioning the poetical economy 32

2.2.2 The principles of sustainable development 41

2.3 Measuring contributions to sustainable development 47

2.3.1 Basic forms of assessment 47

2.3.2 Environmental driven approaches 52

2.3.3 Economics driven approaches 53

2.3.4 Social driven approaches 61

2.3.5 Integrated assessments for sustainability 63

2.4 Buildings and construction - the cornerstone of sustainability 65

2.4.1 Environmental, social and economic impacts 65

2.4.2 Property as an asset class 67

2.4.3 Challenging the actors of property and construction markets 72

- XIII -



3. A survey of the development towards sustainable property markets 81

3.1 Introduction 81

3.2 The business case for more sustainable development in property markets... 83

3.2.1 Governmental policy and legislation 83

3.2.2 Consumer behaviour 87

3.2.3 Investment, corporate governance and accounting practices 90

3.2.4 Banking practices 101

3.2.5 Insurance practices 108

3.3 Sustainable development in property and construction 116

3.3.1 Successes and failures 116

3.3.2 Measuring single building's contribution to sustainable development 124

3.3.2.1 Constituents of sustainable buildings 124

3.3.2.2 Performance assessment framework 125

3.3.2.3 Assessment methodologies and indicators 130

3.3.2.4 Assessment tools and instruments 136

3.4 Sustainable property investment framework and the role of property

valuation 139

4. Sustainability in property valuation 146

4.1 Background 146

4.2 Theoretical and methodological basics 151

4.2.1 The theory of value 151

4.2.2 Main concepts of value in property valuation 158

4.2.3 Property valuation methods 164

4.2.3.1 Traditional property valuation methods 166

4.2.3.2 Advanced property valuation / data analysis methods 168

-XIV-



4.3 Reflecting sustainability issues in property valuation practice 172

4.3.1 General options for valuers 172

4.3.1.1 The application of traditional valuation methods 172

4.3.1.2 The application of advanced valuation methods 181

4.3.2 Testing the applicability of hedonic pricing methods - a case study 182

4.3.2.1 Hedonic pricing and index construction techniques 182

4.3.2.2 The data 186

4.3.2.3 The regression model 189

4.3.2.4 Conditional hedonic price indexes..... 190

4.3.2.5 Future data availability 194

4.3.2.6 Practical implications 197

4.3.3 Sustainability and transparency in property investment valuation 198

4.3.3.1 The transparency rationale - a 'case study' from Germany 198

4.3.3.2 Risk and uncertainty 201

4.3.3.3 Identifying and expressing risk through property rating 207

4.3.3.4 Reflecting sustainability issues and increasing transparency in valuation

through yield pricing 215

4.3.3.5 Summary and practical implications 224

4.4 The way ahead - real feedback and education 226

5. Conclusion 230

Bibliography 233

-xv-


