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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 Virginia’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
Virginia’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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* This report, prepared for the National Association of Industrial and Office Properties Research Foundation with 2007
construction data provided by McGraw-Hill Construction, is part of the larger report issued in October 2008 by Stephen S. Fuller,
PhD entitled, The Contribution of Office, Industrial and Retail Development and Construction to the U.S. Economy, 2008
Edition.




The following table provides the soft costs, site development, tenant improvements and
construction (hard) costs for the state of Virginia.

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

Sources Diregt Total . Personazl Jobs ;
Spending Output Income Supported
Office Buildings
Soft Costs $0.325 $0.600 $0.229 7,791
Site Development* 0.282 0.624 0.177 5,608
Construction Costs 0.932 2.063 0.585 18,548
Tenant Improvement** 0.340 0.752 0.214 6,766
Totals $1.879 $4.039 $1.205 38,713
Industrial Buildings
Soft Costs $0.030 $0.056 $0.021 723
Site Development* 0.043 0.096 0.027 861
Construction Costs 0.124 0.273 0.078 2,459
Tenant Improvement** 0.031 0.069 0.020 623
Totals $0.228 $0.494 $0.146 4,665
Warehouse Buildings
Soft Costs $0.051 $0.094 $0.036 1,220
Site Development* 0.063 0.140 0.040 1,263
Construction Costs 0.195 0.431 0.122 3,878
Tenant Improvement** 0.050 0.110 0.031 993
Totals $0.359 $0.776 $0.229 7,354
Retail Buildings
Soft Costs $0.245 $0.452 $0.173 5,876
Site Development* 0.270 0.597 0.169 5,366
Construction Costs 0.727 1.608 0.456 14,462
Tenant Improvement** 0.221 0.489 0.139 4,401
Totals $1.462 $3.147 $0.938 30,104
Totals Buildings
Soft Costs $0.650 $1.201 $0.459 15,609
Site Development* 0.658 1.457 0.413 13,098
Construction Costs 1.977 4.376 1.242 39,347
Tenant Improvement** 0.642 1.422 0.403 12,783
Totals $3.928 $8.455 $2.518 80,836

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: * 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; * 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.



On a state level, Virginia accounted for $3.928 billion in direct spending for new office,
industrial, warehouse and retail buildings as follows (in billions of 2007 dollars):

Office Buildings $1.879
Industrial Buildings 0.228
Warehouse Buildings 0.359
Retail Buildings 1.462
Totals Buildings $3.928

On a state level, commercial buildings supported 80,836 full-time-equivalent, year-round
jobs.

The Contribution of Operating Costs on the Economy of Virginia
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 Virginia, 2007
(in millions of 2007 dollars)

Sources Dire(_:t Total . Personazl Jobs ;
Spending Output Income Supported
Office Buildings $34,390.59 $69,798.00 $21,097.48 723
Industrial Buildings 1,253.98 2,545.04 769.28 26
Warehouse Buildings 2,824.62 5,732.75 1,732.81 59
Retail Buildings 14,978.77 30,400.42 9,188.98 315
Totals Buildings $53,447.96 $108,476.21 $32,788.55 1123

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: ! 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; ® 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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