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The value of commercial buildings is much more than the sum of pre-construction (soft costs) 
and construction outlays (site development, building construction and tenant improvements).  
Commercial buildings generate continuing post-construction value within the local and state 
economies as a result of the spending associated with their operations and the value of output 
generated by the workers and businesses they house. This report measures the contribution of 
office, industrial and retail building development, construction and operations to California’s 
economy in the form of annual direct spending for new development, construction and annual 
expenditures to operate existing buildings.  
 
The analyses presented in this report define the economic impacts of commercial buildings on 
California’s economy, highlighting the economic impacts from office, industrial, warehouse and 
retail buildings, during the three life stages: development, construction and maintenance. 
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The following table provides the soft costs, site development, tenant improvements and 
construction (hard) costs for the state of California.  
 
 

The Impacts of Construction Spending for Soft Costs, Site Development, 
Tenant Improvements and Construction (Hard) Costs on the Economy of California, 2007 

(in billions of 2007 dollars) 

Sources Direct 
Spending 

Total  
Output1 

Personal 
Income2 

Jobs 
Supported3 

Office Buildings     
 Soft Costs $1.046 $2.429 $0.924 24,065 
 Site Development*   0.908   2.101   0.659 16,985 
 Construction Costs   3.004   6.951   2.181 56,180 
 Tenant Improvement**   1.096   2.536   0.795 20,494 
 Totals $6.055  $14.017 $4.559 117,724 
      
Industrial Buildings     
 Soft Costs $0.101 $0.234 $0.089 2,317 
 Site Development*   0.145   0.335   0.105 2,706 
 Construction Costs   0.413   0.957   0.300 7,731 
 Tenant Improvement**   0.105   0.242   0.076 1,959 
 Totals $0.764 $1.768 $0.570 14,713 
      
Warehouse Buildings     
 Soft Costs $0.284 $0.659 $0.250 6,523 
 Site Development*   0.354   0.819   0.257 6,621 
 Construction Costs   1.087   2.515   0.789 20,328 
 Tenant Improvement**   0.278   0.644   0.202 5,205 
 Totals $2.003 $4.637 $1.498 38,678 
      
Retail Buildings     
 Soft Costs $0.891 $2.069 $0.787 20,497 
 Site Development*   0.982   2.271   0.712 18,357 
 Construction Costs   2.645   6.120   1.920 49,467 
 Tenant Improvement**   0.805   1.862   0.584 15,053 
 Totals $5.323 $12.323 $4.003 103,373 
      
Totals Buildings     
 Soft Costs $2.322 $5.391 $2.049 53,402 
 Site Development*   2.389  5.527  1.734 44,669 
 Construction Costs   7.150  16.542  5.190 133,707 
 Tenant Improvement**   2.284  5.284  1.658 42,711 
 Totals $14.145 $32.744 $10.630 274,488 
Source: The Contribution of Office, Industrial and Retail Development and Construction to the U. S. Economy, 2008 Edition, NAIOP Research 
Foundation, October 2008, pp. 27-63. 

Notes: 1 the total value of goods and services generated directly and indirectly as a result of the initial construction spending within the state; 2 

the additional earnings generated within the state from direct spending during the construction phase; 3 the additional new jobs supported by 
the spending and re-spending of direct spending associated with the spending for new construction. *Site development includes grading, 
infrastructure, parking and landscaping. **Tenant improvements exclude furniture and equipment. 
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On a state level, California accounted for $14.145 billion in direct spending for new office, 
industrial, warehouse and retail buildings as follows (in billions of 2007 dollars): 
 
Office Buildings $6.055
Industrial Buildings   0.764
Warehouse Buildings   2.003
Retail Buildings   5.323
Totals Buildings $14.145
 
On a state level, commercial buildings supported 274,488 full-time-equivalent, year-round 
jobs.  
 

The Contribution of Operating Costs on the Economy of California 
 
The following table provides the state spending values for the existing buildings (spending for 
maintenance and repair, cleaning, utilities, security and administrative expenses) that will recur 
annually following the completion of a commercial building.   
 

Annual Impacts of Existing Buildings on the Economy of California, 2007  
(in millions of 2007 dollars) 

Sources Direct 
Spending 

Total 
Output1 

Personal 
Income2 

Jobs 
Supported3 

Office Buildings $162,778.69  $366,778.38 $121,248.42  3,793  
Industrial Buildings    2,929.20     6,600.18   2,181.87  68  
Warehouse Buildings 12,902.46 29,072.25 9,610.61  301  
Retail Buildings 92,943.94  209,424.39  69,230.84   2,166  
Totals Buildings $271,554.29 $611,875.20 $202,271.74  6328  
Source: The Contribution of Office, Industrial and Retail Development and Construction to the U. S. Economy, 2008 Edition, NAIOP Research 
Foundation, October 2008, p. 65-69. 

Notes: 1 the total value of goods and services generated directly and indirectly as a result of building operating spending within the state; 2 the 
additional earnings generated within the state from spending for building operations; 3 the additional new jobs supported by the spending and 
re-spending of spending associated with building operations.  Operations impacts include maintenance and repair, cleaning, utilities, roads and 
grounds, security and administrative expenses. 

 
 

Commercial Construction Counterbalances Residential 
 
Another important contribution of commercial buildings is that the long-term pattern of 
commercial real estate development, construction and operations spending lags residential 
spending, helping to cushion the negative economic impact of slower residential 
construction outlays in 2007 and 2008. 
 
The magnitude and significance of commercial buildings is clear. Changes in construction 
activity during the business cycle are directly reflected in GDP growth rates.  The combined 
impact of development, commercial construction and building operations spending is a major 
source and closely watched barometer of economic vitality at the national and local levels. 
 
For more information about this report, please contact Toby Burke, Senior Director of State and 
Local Affairs at burke@naiop.org or (703) 904-7100 and Elizabeth Sherrod, Research Director 
at sherrod@naiop.org or (703) 904-7100.
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