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Abstract: The construction industry and the built environment accounts for 38% of global greenhouse
gases. Significant efforts are being implemented across stakeholder categories to provide supportive
guidelines and ways to address the negative impact; however, market developers need to be engaged
to create the scale of impact due to large portfolios. Unfortunately, the short-term interests of private
developers in real estate are to maximize profits and not to invest in long-term climate mitigation
strategies. This paper will address the barriers and opportunities to incentivize, regulate real estate
developers, and account for the market to adopt the lens of the B-Corp movement’s triple bottom
line business practices, using business to address social and environmental challenges. Academically,
accepted theories addressed through a literature review will be analyzed by a socially-oriented
developer in Montreal and demonstrated through an eco-district case study. This study will identify
the key stakeholders and address the life cycle thinking process to tackle the carbon impacts in the
building development sector through the lens of real estate developers. This literature review will be
complemented by the empirical study of one of the authors being a private developer, to link academic
best practices with the market realities of real estate development. The findings of the process will
outline possible solutions to real estate development that suggest cities have the opportunity to play
the role of an educator, mediator, regulator, and incentivizing body to private real estate developers.
Generally, critical factors of collaboration and capacity building through business modelling lists
of barriers and opportunities could promote positive adoption opportunities for large-scale green
development projects with a high impact on climate mitigation strategies, which could transform
how the construction industry adapts to building green and socially inclusive communities.

Keywords: sustainable real-estate; policy development; green projects

1. Introduction

According to the United Nations Buildings and Climate Change programs, buildings
consume 30-40% of primary energy [1] and even up to 48%, if one considers the construction
industry’s energy and material needs [2]. Construction can be seen as a system that goes
through a cycle, and at each stage, a policy can address new practices to create a positive
impact. Barriers and opportunities in real estate development will be identified as to why
market-driven developers have notoriously put their individual and short-term profit goals
ahead of the common good.

Real estate developers are currently relying on private businesses to find zero-carbon
solutions for the built environment when it works against their financial interests. At the
same time, these same developers are challenged by increasing government regulations
for sustainable and affordable housing and creating green projects. However, it is not that
simple to hand off responsibility to one stakeholder in the building community and assume
that an entire industry will change. Cash is liquid, and if it is too challenging to build in
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one city, a developer will move to another city. With less development happening in a
city, a secondary negative effect of scarcity in a city’s supply of housing and commercial
space will develop, which will drive up building prices and lead to social and economic
challenges that will add to the mounting climate challenges. Therefore, it is in a city’s best
interest for real estate developers to identify the problems with adopting green projects and
to identify solutions for those real estate developers to work WITH the community rather
than only profit from them [3]. This paper will, along with an empirical field study, apply
academically accepted theories and practices to market-driven real estate developments.

Whereas there is no one clear definition of green projects or green project management
in the literature, for the purposes outlined here, green projects, by definition, take into
consideration life cycle modelling, recycled materials, lower waste and water management
and effective resource management [4,5]. The literature highlights global resource depletion
at an alarming rate based on human overexploitation [6-9]. The construction industry is a
massive contributor to increasing the adverse effects of climate change based on buildings
consuming large amounts of energy in their construction and management [6,10-12]. Green
projects could be the construction industry’s response in enacting sustainable development
and could be a part of the solution.

Alternatively, Choi et al. (2010) define a green project as “creating structures and
using environmentally responsible and resource-efficient processes throughout a building’s
life-cycle, from siting to design, construction, operation, maintenance, renovation, and
deconstruction”. This definition is broader in its scope and involvement in the life cycle
of buildings and introduces the notion of critical stakeholders in the question of how to
address climate change through policy measures [13]. In an article by Liu et al. (2015),
which speaks of the “Green Deal”, green projects include a healthy, comfortable and
efficient use of resources where buildings are evaluated along the whole life cycle [14]. For
this paper, we will focus on the role of private real estate developers that work with the
construction industry to build sustainable, green projects that we hope can be scaled up in
sustainable communities.

Suppose that real estate developers know what they need to do to lower our collective
carbon footprint in the built environment. Why is the industry not adopting green con-
struction or management practices? Social cognitive theory (SCT) is a behaviour theory
to explain the decisions and motivations for investing in green projects [15]. If it is less
costly to invest in green projects, people will be motivated to do so. The challenge is
finding financing solutions and business models for long payback periods, that are typical
in building retrofit or high-efficiency new construction.

Therefore, what are the best options, and how can systemic change be driven across
the market? Supposing that one is to drive systematic change in real estate development,
individual buildings must then be seen as part of a city-wide system that creates the scale
needed for meaningful change within a neighbourhood lens.

One of this study’s authors, being the president of a social impact real estate develop-
ment company, has highlighted that business must change and adapt from being driven by
purely capitalistic interests for the sake of a carbon emissions reduction for future genera-
tions. Real estate developers use collective resources for individual profit maximation and
they benefit from global overharvesting and an ineffective use of resources that causes, in
part, a large carbon footprint and pushes climate change at a rapid pace. As an alternative
to the regular standard business practices of real estate developers, the B Corp’s business
concept uses “business as a force of good” that modifies a private business’s requirement
to operate on a triple bottom line where people, profit and the planet must be equal in
importance as the drivers in company mandate missions and outcomes.

The B Corp community [16] works toward a reduced inequality, lower levels of poverty,
a healthier environment, stronger communities, and the creation of more high-quality jobs
with dignity and purpose. The B Corp community involves 3720 certified companies across
150 industries in 74 countries, that all have one unifying goal of working collaboratively
to demonstrate through action that a market-driven business can be the driving force of
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systemic change. If it can be widely accepted that the drive to individual profit maximation
of the capitalist system has led in general to a massive negative impact on the planet,
then the B Corp movement has chosen to address the positive attributes of market-driven
business in a different way so that business can work towards the value creation of a
collective good [16].

In addition to the B Corp movement, additional social pressure on the real estate
developer is the increase in popularity of the United Nations Sustainable Development
Goals. The United Nations have played an active role in thought leadership on collective
action. The United Nations Sustainable Development Goals (UNSDG) [17] are managed
through the United Nations Department of Economic and Social Affairs (UNDESA) to
lead a policy framework to drive positive systemic impact. It investigates integrated
policy responses in many priority areas such as sustainable development goals, technology
facilitation, a green economy, sustainable transport, sustainable cities, oceans, climate
change in sustainable development and the nexus among energy, food and water.

The UNSDG goal number 11 ([18], p. 11) sets an essential framework for an urban
policy as a context for real estate developers. Along with the B Corp [16] business model,
this helps to understand the role they can play in systematic climate mediation in the
building community. The UNSDGs demonstrate a global commitment to work towards
the 17 goals to change the world. Developers have a responsibility and an opportunity to
make a real difference and undo the years of destruction that the industry has caused, but
academic research is not enough to make developers understand their role in systematic
solutions. Frameworks such as B Corp and the UNSDGs will serve as a way for businesses
to develop a possible action plan and be part of the solution. The UNSDGs will also help
provide government policymakers with a common language between stakeholders.

Before each stakeholder’s role can be listed, it is vital to recognise that the building
industry is a system and not an isolated collection of buildings and contractors. This paper
proposes that part of the solution to changing how real estate development is practiced
is to create a new framework. To scale social change, all stakeholders have to come to the
proverbial table, and all must create a new outlook that does not base itself on the few
members of their group to rely on altruistic virtues to drive social change, as this is not
enough to create real and long-lasting impact. The following section will be presented as
a new typology of business applied to the real estate development industry. It aims to
drive market returns by creating more substantial and socially integrated communities
while minimizing damage to the environment and capitalizing on market returns, actively
rebuilding our planet to allow buildings to be a part of the carbon solution rather than a
significant player of negative impact.

This paper addresses vital stakeholders in real estate as agents of a possible change
to positively impact development to shift from being a destructive environmental force
to taking part in sustainable solutions. A SWOT identification will highlight the key
stakeholders’ barriers and opportunities to climate change relating to real estate developers
which can lead to policy recommendations that could be the solution to a win-win strategy
for systems change and mitigate climate change’s adverse effects. Therefore, this paper is
subdivided into four sections. The introduction is followed by a Materials and Methods
section that discusses the literature review of significant problems focused on real estate
development sustainable practice. The following section is a case study implemented
to bring together the tools for a sustainable development project located in Lachine, QC.
Finally, the conclusion section summarizes the findings throughout the study.

2. Materials and Methods

This paper’s methodology is based on a literature review of relevant articles and
thought leaders in the sustainable development building industry to set the framework
of thinking beyond the barriers and opportunities for real estate developers to adopt
new practices as a baseline standard for development. Search keywords as shown in

v

Table 1 included “green buildings” + “barriers and incentives to implementation”, “green
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building methods”, barriers to green/carbon-neutral construction, the role of legislation
or incentives as drivers to green development, green building funding and incentives,
and the green performance of buildings, in real estate developments. The review was
viewed through a market business lens to expand the research knowledge and overcome
the barriers to adoption for real estate developers that are content with “business as usual”.
The construction industry’s global impact is generally accepted as representing 40% of the
carbon footprint responsible for climate change; therefore, the opportunity to mobilize
change adoption in the real estate development world could lead to significant reductions
in GHG.

Table 1. Table of search strings.

Scheme 65. Results
TITLE-ABS-KEY (green AND buildings AND barrier AND incentives) AND 65
(LIMIT-TO (DOCTYPE, “ar”))

TITLE-ABS-KEY (green building methods barrier incentives) AND (LIMIT-TO 15

(DOCTYPE, “ar”))
TITLE-ABS-KEY (barriers AND to AND carbon-neutral AND construction) 9

TITLE-ABS-KEY (the AND role AND of AND legislation OR incentives AND as
AND drivers AND to AND green AND development)

TITLE-ABS-KEY (green AND building AND funding AND incentives) AND
(LIMIT-TO (DOCTYPE, “ar”))

In addition to this literature review, the novel part of this collaboration of authors is
the addition of a private developer with over twenty-seven years of experience as a triple
bottom line developer whose core values are to work based on care for the community and
the environment while generating profit. The developer author offers her insight into over
1.5 million square feet of redeveloped industrial sites and heritage-protected properties
in Montreal. She has vast experience engaging stakeholders and working collaboratively
with cities regarding zoning regulations and uses innovative financing tools to create low-
carbon developments. This paper benefits from an empirical field study approach that
links together with the literature review results to create an innovative way to look at best
practices, from academic research blended with practical market solutions.

The paper will address stakeholders as change agents in real estate development as a
system of integrated parts through a SWOT identification of the key recurrent elements
from the empirical field studies to complement the literature review findings. It uses one of
the author’s experiences as a private developer to drive essential practices from academia
to the developing world to adopt new practices and drive change at a scale needed to reach
carbon reduction targets.

A case study eco-district in the borough Lachine-Est in Montreal, Canada, will be
used to highlight the barriers and opportunities for cities to establish a collaboration
with differentiated stakeholders, to drive policy change to engage rather than regulate an
industry towards positive impact. One of the authors participated and was a key leader as
a market developer for the Lachine-Est eco-district and worked with community groups,
citizens, the mayor, bankers and other developers in the area. It was the first of its kind in
Montreal, where this additional empirical field study was applied to the master planning
of an area of Montreal where all the key stakeholders worked side by side. This paper will
demonstrate that the suggestions that the authors make are based on an academic literature
review as well as on empirical market studies that provide critical intersections of policy
and incentives for cities to promote sustainable district development.

2.1. Green Project Cycle from a Real Estate Perspective

Greenhouse gas (GHG) emissions of over 40% are related to buildings. A study of
73 buildings showed that the operational stage contributes to 80-90% of GHG emissions [19];
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however, most real estate developers are not aware of what impact their choices have on
carbon emissions. It is assumed that if the construction industry used fewer materials and
also used locally produced materials, this would significantly affect carbon reductions.
To take this thought one step further, one must look at the tendency that developers first
demolish an older building to build a new one in its place. Real estate developers believe
that they can, thus, have more control over the costs and reduce their exposure to financial
risks and cost overruns; however, the actual cost savings should be evaluated including
the demolition of the building instead of incorporating the existing building into the new
development and the impact on carbon and energy reductions. Having an honest discussion
on policy change can help bring stakeholders together to have a collective positive impact
in the construction industry, but it must be pointed out that the development process
itself is a cycle and must be evaluated accordingly, and not as an isolated building type or
practice of development or redevelopment.

A life cycle analysis (LCA) of buildings is not considered by most developers when
evaluating a new project. Designing and constructing new buildings usually does not
include LCA in the early stages; however, a LCA perspective inclusion is crucial to achieving
net-zero energy communities and buildings [20]. Identifying that the construction process
is a cycle helps set a deeper understanding of a developer’s actions and their possible
impact. This cycle can be split into five stages: design, construction, operation, maintenance
and management, and renovation/demolition [13], as shown in Figure 1.

K
RENOVATION
OR DEMOLITION

DESIGN

PURPOSE

Reduction of
negative impact
of construction

MAINTENANCE industry

CONSTRUCTION

£5%

\Q/
OPERATION

Figure 1. Building cycle stages (source: Choi, E. 2010 [13]).

For policymakers and real estate developers to truly see the most significant opportu-
nities for change, all must start at the design stage. At this stage, the goals and objectives are
set along with the guiding principles [21]. All development team members from architects,
urban planners, construction managers, development team members, and later, the leasing
and sales directors, need to be on board with any theory of change that could lower the
carbon footprint of their projects. In the construction stage, new integrated opportunities
for green building techniques can be incorporated followed by green operations policies,
where property holders can implement changes to end-user behaviour. The last stage links
to the start of the cycle again when a strategic decision would be made if a building should
be further renovated or demolished. If a building were to be demolished at this stage,
sustainable waste strategies could be implemented to reduce the carbon footprint, and
some materials could be salvaged to be reused.
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One area that is often overlooked is the real estate cycle’s operations. Building owners
and managers could significantly reduce carbon in the building sector by instating policies
that focus on green leases as part of the many sustainability practices shown in Figure 2.
These leases would disallow tenants to procure and store toxic materials, detail waste and
water management strategies and affect the commercial sector tenants” packaging policies
by offering a mix of regulations and incentives within the lease itself. Recycling, reuse,
composting, and zero waste goals could be incentive drivers in leases, with some landlords
going so far as to create penalties for tenants that do not comply, with fines added to
their monthly rent. These leases could only be included in commercial leases currently for
Montreal city. The Regie du Logement requires landlords to use the standard government
lease in the residential market with no room for innovations of environmental clauses that
could go above and beyond the Quebec Civil Code. Why would landlords want to get
involved in these measures where there is intense competition for rental space, such as
in Montreal’s case study city? Gestion Immobiliére Quo Vadis [22], one of the authors,
created a pilot project in all their buildings and saw rental and renewal rates increase
after stricter environmental policies were instated, as the tenants had clear, value-driven
guidelines in line with their values. These serious policies were transparently written in the
leases, demonstrating the developer’s strong commitment to climate change, and setting
her apart from the competition as her buildings filled faster and tenants stayed longer than
her competition in the area with similar lease rates.

ae \Y ®

Green Committee Eco-friendly transport No Single Use Plastics B-Corp Certification
Internal committees to ensure BIXI, Bike Storage, Showers We work with restaurants, People, Profit, Planet
Pathways modelling & daycares and event spaces who
execution refuse single use plastics.

AEn ® i= :

Compost Recycling Zero Waste Conscious Urban
Faciliies in all Buildings Compost, e-waste, Life Cycle Modelling Construction Agriculture
cardboard, plastic, metal Materials Roof Farm to Table

and glass are recycled.

= G e O

Net Zero Carbon Reduction Buy Local Car Sharing, Mobility  Zero Food Waste

Consulting & Mobilisation Carbon Neutral by 2022 Procurement Policy Community Action

Figure 2. Sustainability practices related to the construction industry and eco-districts.

In addition to these green leases, as a manner for landlords to push for tenants as
stakeholders to get involved in a positive impact to fight climate change, could be the
creation of a sustainability-conscious committee of tenants. This committee would allow
tenants to create ownership of these policies while also enabling discussions on how to
roll out policies that would not negatively impact financial stability. Landlords could
demonstrate that strong ESG (environmental, social and governance policies for businesses)
policies increase employee productivity and engagement and foster a positive marketing
impact for potential market-driven clients [23]. Literature studies refer to the positive
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impact of tenant engagement and involvement. For example, UK regulations require
tenants to direct housing organization boards by 50% [24]. Landlords could offer services
such as car-sharing and electric car chargers to add to their social responsibility offerings to
drive climate change initiatives at a minimal cost with a strong positive response from their
tenants. GI Quo Vadis [22] has fostered urban beekeeping and this year is working on an
urban farm on their roofs on a commercial building with the complete support of tenants,
again with top rates of renewals for satisfied clients. These landlords’ policies could drive
stakeholder engagement and have their buildings completely occupied, increasing their
profit ratios and allowing for market returns WHILE taking active measures to drive a
positive social and environmental impact.

2.2. Stakeholder Classification

The challenge is to figure out why “what is known in academia” is not translated into
business models. This study aims to understand who the players are, those who make
decisions, and those who are impacted. Once these stakeholders are mapped or listed,
it would then be essential to figure out what each group is concerned about as barriers
to change and what the opportunities are for actual, transparent collaboration to drive
systemic change in the built environment along the lines of the UNSDGs and the B Corp
business model. Each green project could be linked one at a time to build eco districts where
fair, equitable, safe, and environmentally neutral (even harmful) communities can thrive.
Simultaneously, real estate developers could make market returns, and cities could become
attractive places for people to live, work, play and learn while harmonizing with nature.

If more green projects were built or reconverted, it is assumed that nearly 40% of the
GHG would be reduced; therefore, how can one scale green projects into the cityscape?
The different stakeholders need to be mapped and their motivations analyzed. It must
then be established how to mobilize those stakeholders behaviours to drive the change
towards becoming stewards of the environment beyond personal profit and short-term
value goals. Assuming then that an increase in green buildings is the purpose we are
driving towards, who are the stakeholders, and how do they inter-relate in the conversation
about the impacts of the built environment?

Figure 3 displays the different stakeholders that are involved in the building industry.
Building owners begin the cycle of stakeholders with their KPI being a minor exposure to
risk, the quickest turnaround of their invested capital and the target rates of returns. Ac-
cording to practice, this group is resistant to change if it affects their significant motivators,
but they are not against positive drivers to help reduce climate change, as long it is not their
responsibility to accomplish it. The developers, mandated by the ownership group to carry
out the owners’ goals and metrics, follow and are closely related. Should an enlightened
developer have the skills and will to change the project goals to include climate mitigation,
the positive outcome would depend on the building owners to decide to either increase
their development risk or reduce their profit margins (or both). This is not often a likely
scenario. The construction teams of engineers, architects, technocrats, and contractors are
vital stakeholders that can make or break a green project development.

If the goal-setting were to come from the owners, down to the developers to the
construction teams, then the likelihood that green project metrics be included in the actual
construction would be high.

If the environmental change was not driven from the top-down, then enlightened
construction teams such as LEED-certified architects or avant-garde builders could find
ways to increase productivity with skills centred on the best practices of green project
metrics to drive change up. Sometimes, however, these stakeholders have also been known
(especially the contractors) to be resistant to change in contemporary construction methods
to reduce their own risk with budgets or timelines.
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Figure 3. Stakeholders classification.

There is a huge opportunity to train and support these stakeholders as they can
influence the top up and push the end-users to do more for climate mitigation. One way
to support these groups of stakeholders is through so-called green experts. These could
be consultants, university researchers and product designers. This group of stakeholders
could hold the key to de-risk green projects with their know-how and access to crucial
resources. Green experts can mobilize end-users to see the value in green projects with
lower operating costs and wellness metrics. Developers could hire these green experts, as
non-profit, government and private philanthropy-sponsored citizen group mobilizers, or
equally they could be hired by the city to support private developers and owners in their
journey to modify building practices from contemporary to green practice models.

The prominent role of government zoning and planning officials will be discussed
later; however, the opportunity to drive change through regulation and incentives is a
much-underutilized resource. It can motivate private developers and drive developers to
operate in another city if the mix of regulations and incentives is miscalculated in a very
competitive market-driven development community. A government could also push for
increased local green project supplies to be made more widely available if they invested
heavily in the innovation of building materials made from waste, demolition harvests,
or locally sourced materials. This could even be driven from all government levels as
local employment and business development strategies are paired with a city’s sustainable
urban strategies.

There is a growing pressure coming from community members, citizens, and end-
users to drive developers to create better quality, low-carbon projects and adopt new
policies. Consequently, adopting green management strategies allows people to embrace
new behaviours for waste and water management and urban farming.

2.3. Variations That Affect Policy (Micro and Macro)

Developing a comprehensive, transparent policy driven by stakeholder interests re-
quires each city to understand that each community and building has unique challenges
and opportunities. A community’s level of education, the notion of the community, whether
it has a strong leader, the community’s ability to communicate effectively and with trans-
parency as well as to identify quantifiable sustainability targets, can all be barriers to
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systemic change for adopting green project practices or accelerating the change that is
sought [13].

To provide complexity by creating a wide-reaching policy for social and environ-
mental change in the building industry, there are different property types, all with their
challenges and opportunities, as shown in Figure 4. Commercial, residential, industrial,
and institutional or public buildings have different purposes and funding structures with
different ownership groups. Technically, they all fall under the category of “buildings”
when carbon footprints are discussed. These “micro” variations of building definitions,
and their purpose and ownership structures are added to the construction types.

Commercial Residential Industrial Institutional/Public

- Property Types
. . i « Single Use, Owner Operator .
Construction New C.°n5tru.°t'.°n S 4 + Public Lands and
T « Retrofit of Existing « Multi Residential T
ype Building Stock + Mixed Use
-> Ownership Structures for Incentives
i * Range of Temperatures, * Access to Local Resources: 5 .
Climate Zone Rainfall, Humidity, Access Raw Materials, Labour, gsgﬁsg(raglrci):azetween
to Water, Land Typologies Capital, Technology

- Local Conditions & Preferences

Figure 4. Variations that affect policy.

New construction and retrofit projects can be seen in the developing world as being
from another planet, figuratively speaking, for example, how and for what purpose these
structures are owned and operated are different. Meanwhile, single owners, user-operators,
and investor groups all have different interests. Public lands and infrastructure can also be
seen as part of the construction industry even though they are not the traditional structures
that we call buildings, but these assets do create a carbon footprint. The ownership
structures of these assets are varied and would require different incentives to adapt to new
construction methods and management of their built environments.

Where these assets are located changes how we build, heat, and cool them, for the
climate zone of northern England is very different from Singapore and yet again different
from Canada. In a country as large geographically as Canada, several climate zones
exist. Local conditions and even population preferences play a significant role and are
often a barrier to creating concise and comprehensive policies for the building industry to
mitigate climate change, and they create immense challenges for implementing a general
strategy [14].

Power plays are in focus when considering the macro variations that can affect policy
to drive system change in the construction and development industry (see Figure 5). The
realms of political influence and preferences can fall along country lines geographically
and be based on who has the more significant influence in the division of power in a region.
For instance, there is a clear division of power between the municipal, provincial and
federal levels of government in Canada. Since Canada is such a large country, with two
official languages, and is made up broadly of an international immigrant community, the
“melting pot” often becomes a struggle of power that controls building codes or provides
innovation funds, economic development, and climate mitigation strategies. If all these
areas must work together, then it becomes even further complicated as legislation changes
over time since the election cycle in Canada is every four years. One government may
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Power Play

consider climate change a priority only to have some of their policies undone when the
next election brings a new group into power that could, for example, switch to job creation
in the industrial sector as a main priority. Climate change and policies associated with the
built environment need to last for more than four years to effectively create the desired
climate change mitigation.

Municipal
Provincial International Global

Federal

Who Benefits?

-> Realms of Influence & Political Preferences (Cycle of Elections)

> iR ([Esies * End Users Not Willing « Individual (Private) VS
* ROI Now- Users Benefit Later to Pay Up Front Collective (Public ng)
» Upfront Payments » Competitive Disadvantage

- Changing Priorities & Timing

Risk Mitigation

* Profit Maximation « Who Pays What, When?  Collaboration Between
VS Public Good Public & Private

-> Opportunity for Good Governance and Policy Reform (Incentives)

Figure 5. Variations that affect policy on a macro level.

Beyond “local” politics, international and global policies also affect cities beyond their
borders. For instance, if the USA changes its funding to clean the Great Lakes, then the
Canadian side of these lakes is also affected. The Paris Treaty at a global level can only be
effective if the majority of the world’s countries are committed to the same goals, budget
ratios and timelines.

Another extensive debate beyond this paper’s scope is the notion of the individual
(private) versus the collective (public) good; however, it is worth noting it as a way to
understand how a macro variation can affect the policy in how each community considers
the role of capitalism and a free market-driven economy versus amore interventionist gov-
ernment that creates strategies, goals and regulations to follow the political and collective
will of its citizens, with of course every shade of grey in between. The main point here is
to ask, who benefits? In the sphere of the development industry, the need for the return
of investment (ROI) metrics of the private developer, needing to mitigate their risk and
receive immediate repayment of their investment at fixed returns, is pitted against the
public good. Most developers do not favour increased government regulation that slows
their development process and adds increased costs to their performance, including park
fees, zoning delays, social and affordable housing, or even a required contribution towards
investment into public transportation. If environmental mitigation targets were then added,
many developers would claim they no longer had a minimum viable product and would
not be able to develop. The main question can be turned on its head by asking, “who pays
what and when?” Beyond all these barriers, there is a real opportunity to turn the tides on
negative climate change by creating excellent and transparent participatory governance
paired with policy reforms to create a clear and long-term collaboration between private
developers and policymakers.

2.4. SWOT Analysis for Green Projects

A SWOT Analysis is implemented when someone innovates and wishes to start a new
business, listing and identifying the strengths, weaknesses, opportunities and threats to the
idea or business.
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Strengths

As this paper aims to highlight the barriers and opportunities for real estate developers
to adopt green project methods and contribute to eco-districts, as well as to lower the
negative impact of the industry’s carbon footprint overall, it is an exciting exercise to speak
the language of business. The SWOT identification demonstrates the blending of interests
and objectives of the key stakeholders, to highlight the recurring themes in the literature
review and the empirical study, as a new way to look at the barriers and opportunities for
green project development.

The literature review allowed us to identify recurrent themes. The SWOT is a graphic
illustration of applying the author’s experience as a developer, as an empirical study
applied to a business tool. The research question of the SWOT identification was based on
what the key stakeholders may see as possible the intersections of barriers and opportunities
in the form of strengths, weaknesses, opportunities and threats; however, the threat was
based on what happens to communities if we as developers did not build green projects.
This is meant to be seen as an illustration to highlight the links as a basis for possible
behaviour modifications of private building companies. The SWOT is divided into four
main sections, two positive and two negative, with the lenses of internal and external
attributes (see Figure 6).

Weakness

INTERNAL

EXTERNAL

+ Growing public support to modify
convention al construction habits

* Increasedknowledge of
methodology of how to build
back better

+ Behavior modification to adapt to
wellness- creating a new market
for a different type of product

Opportunities

Green Policy Incentives
(mandatory & Economic)

Role of government at all levels as
educator, mediator and regulator
Role of multiple stakeholder
engagement from citizen, builder,
university researcher, construction
trades and finance/investors
Healthier communities are more
productive, lower health costs, and
more sociallyinclusive that will have
aripple affect on the attractability

Willingness to work collaboratively
to design from the beginning

Role of social pressure and new
generation of clients

Next Gen Builders who actively
want to change the metrics

and dynamics

De-risk for each stakeholder

New market for profit driven B Corp
business models that are triple
bottomline that make money doing
good and create jobs toincrease
the economy

Affordable and accessible inclusions
More development to create new
tax revenues to be able toinvest

in the city

Reduced operational costs
Reduced pollution

* Highest & Best Use Evaluations
+ Land Value & Prices

+ Developers risk to higher costs
andreduced ROI

+ Cost of Decontamination

+ Traditional Financeis not suited
to new constructionrealities

+ ROI metrics for investors to
make maximum profit now

Threats

« Concerns for protection of the
private over the public good

« Cities not being informed of
challenges of builders and refusing
to engage in open communication

* Resistance to change

+ No concertedaction to mitigate
risks of all groups- push all risks on
to the developer who will move to
another city- increase housing
costs through lack of product

Figure 6. SWOT Analysis for real estate development.

.

Disconnect between developers,
city officials , local citizens

and thoughtleaders

City Workers not updated

in new realities of developers
and environmental pressures
Concepts of "Conflict of Interest”
that does not allow for open

and transparent discussions

on barriers to change

Finance and Investors not
modifying their requirements
Citizens not being positively
mobilized

Lack ofknowledge and access
tolocal resources

Competing solutions and no
clear direction, guidelines,
metrics and definitions

The development industry in Quebec is relatively new to the consideration of sustain-
able practices; therefore, we can compare this to a “start-up” business type. Locally, public
support in Montreal is building momentum for applying the Climate Action Plan, with
growing pressure from investors and banking institutions.

Internationally, there is growing public support to change or modify the construction
industry, as more citizens and governments are increasingly becoming aware of buildings’
negative impacts on cities carbon footprints [13]. Consequently, there is the opportunity
for local governments to create and commit to green policy incentives that could be both
mandatory (through regulations) and incentivizing for private developers (through eco-
nomic or financial rewards) to modify their business behaviour beyond their usual ROI
and individualistic tendencies. As there is an increased knowledge base on how to build
back better, there is an opportunity for governments to play an increased role as educators,
mediators and regulators of the “minimum viable product”. In this case, this could be seen
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as the minimum requirement of green project standards, incentivizing developers to go
beyond the regulations and obtain higher rates of return, as more citizens drive the market
to institute green construction methods both measurably and transparently. The private
market can already be seen as shifting the industry to adapt its “behaviour” for to create
a new type of product that is based on human wellness for the end-user, and not just the
“wellness of the wallet” of the developer/investor. This expanded view of development
allows for the opportunity to engage multiple stakeholders, including citizens, builders,
university researchers, the construction trades, and the financers and lenders of a project.

A new willingness to work together and collaborate to design green projects from the
very beginning was encouraged when developers started to understand that stakeholders
mattered to real estate developers” bottom-line. In addition, the increasing number of
clients that are choosing B-Corp incorporated projects with triple bottom line metrics has
motivated cities to add more regulations, as we have seen in the empirical study in Montreal
for the last 27 years.

The market developers are now being driven to change their viewpoints on green
projects as preference for them increases with their clients and investors. Clients require
a developer to be financially stable (to have them last as a developer and to keep them
accountable if something fails in the long-term with their developed projects). They also
demand socially responsible acts and inclusive practices while having the minimum viable
product ideal that a building at least “does no harm”. Currently, B Corp-type developers
are no longer unheard of and they can create ways to de-risk an additional investment in
the collective good, as cities want to work with them to achieve “good” while increasing
the tax revenues for communities with new, accessible, and green developments, which
could be a win-win-win scenario. In Montreal, there has been a tendency that municipal
authorities did not want to engage in direct conversations and negotiations with developers
based on the optics of partisanship. Increasingly, Montreal has evolved so that it now sees
that the only way to create more low-carbon projects is to engage with developers and have
them work with the city staff and local citizens in open discussions on what policies and
processes are possible.

So why are not all real estate developers rushing to implement sustainable prac-
tices? What is harmful to this new “world order” for eco-districts? The behaviour change
in the private development industry is attributed in Montreal to the market evaluation
requirement of the “highest and best use”.

The significant challenge for real estate developers with more sustainable practices
is the drawback of market evaluations that determine an optimal land use in high-end
residential condos that produce the least risk to the developer and provide the highest and
quickest yield. Consequently, some investors have demonstrated that if a development
deviates from this course of best ROI, then it will go against the best interests of market
returns. Consequently, if the development goes beyond the government regulation basic
requirements, then it is acting against the investors interests and is “leaving money on
the table”. One can consider a threat the continued protectionism of the private over the
collective good, against the opportunities for green districts previously outlined. With
an increasing cost in land and decontamination, developers are unwilling to take risks in
climate action in an “unproved” market with innovated yet not-challenged low-carbon
building materials that the local building codes may not approve. Even if they are accepted
in other areas of the world, if the materials are not accepted where the project is set to occur,
for instance, in Montreal, then a developer will not invest the time and money needed to
clear a new material on their site when their builder guarantees are on the line.

There is a fundamental disconnect between the realities of each group of stakeholders,
as often, each group will see the other as “the enemy” during their battle of who will
win their way to reduced risk, namely, the developer seeking to maintain their business
as usual against the city officials who have to answer to the citizens and interest groups
to stop development at all costs. In Montreal, the city zoning process is tremendously
malfunctioning in its design. The public consultations occur at the end of the process
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after considerable investments have already been made in master planning, while the
developers often consider local citizens as being uninformed or even misinformed about
what is possible to change or modify in a development. Some citizens ask for a developer’s
concession that is not possible due to the land and decontamination costs. One option
to improve communication and mitigate the development risks is to place the public
consultations at the beginning of the zoning process, and this would allow for co-design
and transparent discussions of each side’s questions and concerns, with an opportunity to
work together rather than as adversaries. The main problem is that no one has the perfect
answer for accurate concerted action plans to mitigate all stakeholder group risks. As a
group, the private developers are not willing to take the time or to invest the resources in
figuring out what a positive business plan could be achieve good market returns and build
back better for the community and the environment [25]. There is a lack of knowledge of
each stakeholder and access to local resources for the “green experts”, as well as access
to local low-carbon materials. This weakness could be an opportunity to build new local,
green material businesses. Additionally, conflict of interest is often cited as a reason that
stakeholders cannot work openly and transparently to co-design for possible rather than
the probable.

Traditional finance plays a significant role as a weakness and a threat to private in-
vestment in creating sustainable cities. Lenders have basic underwriting completed to be
able to fund a new development or to retrofit. If a project does not meet the guidelines,
then the project cannot be funded; therefore, developers are encouraged to cut corners
and build quicker with lower quality and cheaper materials that may oppose the con-
cept of green projects. B Corp developers often have to use their cash to buy and build
projects, and then when they are completed, the traditional banks will come to take out
the developer; however, suppose that finance were not available to those triple bottom line
developments overall. In that case, the ability to scale-up to have the impact needed to
shift the construction industry would simply not be there.

Internally, it was presented in the empirical field study and the work with the Lachine-
Est case study that there was more awareness and support for healthier and green buildings.
Real estate developers were being pressured to do more for their clients, and their investors
and bankers required this year, with the implementation of the Climate Plan in Montreal,
that real estate developers with buildings of more than 100,000 square feet disclose their
operational carbon emissions and present a transition plan to minimize them. Increasingly,
more green transition consultants are present to guide this transition process. The main
push for the strengths in the SWOT for real estate development is that there was a demon-
stration of an overall willingness to collaborate to figure out how to modify business plans,
city zoning and the technical requirements to make sure these types of green projects come
to completion [26].

The internal weaknesses arise primarily over conflicts of interest, namely, who pays
for what and who is responsible. Real estate developers are facing increasing pressure to
pay more for scarcer land, the costs of decontamination are high, and the market evaluators
that prepare bank documents require a “highest and best use” document that is often
a description of a high-end condo project. If a real estate developer was to propose to
the banks or their investors that they wished to build a community impact project, the
real estate developer would be acting against their best interests, even if they were acting
for carbon reductions or community engagement. Lastly, if the tendency were to start
collaborating between and among stakeholders, the mechanisms for this collaboration are
not yet in place, making the process laborious.

The external opportunities fall overwhelming on the side of the role of regulations
and incentives. In Montreal, real estate developers are pressured by the city of Montreal’s
goals and targets; however, the provincial and federal governments are leading the way in
terms of incentives for early adopters. Green policies and long-term patient financing are
becoming available for developers to adopt green metrics in their projects, as the Canadian
Housing and Mortgage Corporation (CHMC) now offers 50-year amortization rates for
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affordable housing built in sustainability models. With the scaling of new innovative
building modelling and control systems, it is becoming more accessible for real estate
developers to access the technology and know-how to reduce their carbon footprints in
their projects [27].

The external threats are categorically associated with who should do what and who
pays for what. Most real estate developers do not feel they alone should bear the brunt of
paying the extra costs for green projects. Many in the empirical field study have expressed
that they would be willing to “do their part”, but those additional incentives would go a
long way in them making their decisions on how they can adapt their projects to satisfy their
banks and investors while still creating a market opportunity to distinguish themselves
as a green leader in the city. Many real estate developers in Montreal show a willingness
to build greener but lack the knowledge or expertise on how they can do that while still
making the returns needed for their banks and their investors.

The main problem is competing interests with no clear overall guidelines and action
plans, as knowledge is often limited. There are no clear definitions or metrics to measure the
impacts either. Moreover, there is an overwhelming feeling in real estate development that
there is a resistance to change even though most people across all stakeholder categories
would probably admit that the climate crisis is authentic and that buildings have a huge
negative impact on global carbon levels. Time is running out for averting non-reversible
and permanent damage to our planet, yet each group of stakeholders thinks that it is
someone else’s problem to fix. Until all stakeholders can find a path to walk down together,
there will be no systemic change; therefore, how can we de-risk this impasse? Maybe
the answer is a cocktail of policies that forms the right combination of regulations and
incentives based on all stakeholders sitting at the same table openly and transparently, with
the city’s elected representatives and staff all working together.

The next section of this paper will deal with the policy opportunities and barriers and
cites the case study of the eco-district of Lachine-Est in Montreal that the author worked on
as a developer for the master planning of the area with key stakeholders.

2.5. Policy Opportunities and Barriers

We have identified the key barriers to attracting a market industry of developers to
build green projects. The following section of the paper will identify the key policies of
cities that could positively affect behaviour modification so that more builders can see the
benefits of building green projects. There is a long-standing debate on the efficiency of
government regulation about incentives to drive change. What actions are more effective
and cause a more positive impact? In what direction should policy go to modify the
behaviour and best practices of the construction industry? Previous studies from the UK
refer to various aspects that have drawn back private sector engagement for green project
commitments [28]. The causes include the industry structure, business culture [29-33],
technical drawbacks [30,31,34], capital cost and finance [34-36] and a lack of trust in the
governmental sector [37,38]. According to the literature review, the opinions vary. The
causal relationship between lowering the carbon footprint and the development industry
concerning regulations and incentives is beyond this paper’s scope, but hopefully, it
acquires more attention to justify the decisive actions and commitments that need to be
taken to address climate change. For the current purpose, step one in the ongoing impact
study would be to take an inventory of the different types of regulations and incentives
proposed and to chart them as barriers and opportunities to change the industry to adapt
its practices along the triple bottom line ideal laid out by the B Corp strategy [3,5,13-15,39]
(see Figure 7).
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Opportunities

Barriers

Regulation

Mandatory, punitive

Procurement policies for public expenditures
Provide framework for minimal standards
Land use and planning ordnances to include
green procedures for retrofit and zoning
change permits

Procedures for zoning change to include
stakeholders in the early design stages

Input to new building codes

Create comprehensive and long-term
community planning

Should reflect market realities and university

rescarch with best practices

Fear of increased costs to developers

Lack of knowledge of how to implement
Development money is liquid and can move
to a new city if policies are too strict exposure
to less units built that drives process for units
up and causes problems for affordability
Individual rights vs public good

Lack of government infrastructure
Conflicting interests of stakeholders
(government, citizens, builders, and finance)
Perception of higher transaction costs

Not enough experience of anyone group in
this field

No one path or universal solution

Policies are not proven to be effective

ROInow — LCA 25 years long

Incentives

Municipal, provincial, and federal policies to be aligned based on budgets
and division of powers

Exemplary leadership opportunity to encourage and support business that
voluntarily choose green alternatives

Opportunities to experiment to reduce financial risk with direct tax
breaks/grants, discounted development application fees

De risk investment in eco districts extra costs to private developers by hiring
green teams to support, communicate and educate developers.

Business assistance programs

Bonus density to offset the extra costs of green projects

Revolving low interest loan programs

Guarantee programs tied to preferential financing

Fast track zoning changcs for those that adopt new type of development
Split incentives between developer and the end users

Use advances in research to push innovation to support environmental
protection regulation

Collective decision-making technologies, land use, transportation, energy.

Allow market driven change, behavior driven, altruistic, human well-being.

Government needs to absorb some up-front costs for infrastructure and
support to market entrepreneurs

Costs associated to hire additional staff to train on technical matters and best
practices

Haltingly, incompletely, inefficiently, ineffectively, work of competing
solutions of government levels.

Difficulty in measuring impact and administering the incentives.
Challenging to communicate to the general public-high level of education is
needed

Non-transferability of the incentives that have an end date project which may
take longer than the incentive is available.

Lack of enforceability

Lack of mechanisms to judge which incentives are better than another.
Localism must adapt to local climate realitics of incentives

Limit of stakeholders to deliver the objectives with lack of knowledge

Figure 7. Policy opportunities and barriers (source: [3,5,13-15,35]).

Regulation is often argued as the only effective tool to push developers to adapt their
processes and products to have a low-carbon footprint, as they are mandatory and carry
a punitive nature, and cities have direct control over their public expenditures by having
green procurement policies and aggressive carbon emission goals.

Regulation can help shape the building codes, zoning changes, urban planning and
renovation permits. Regulation also has the added luxury of time, allowing the opportunity
to create long-term and comprehensive stakeholder-engaged planning practices; however,
as previously discussed, real estate developers are often juggling many stakeholders simul-
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taneously, where the prohibitive extra costs of green development are the deciding factor
for whether they choose to build or not. Therefore, even if regulation effectively forces
developments to be specific, private money is liquid And even the perceived additional
cost to a real estate developer can cause them to divest from a city, which then has the
circular effect of having less product on the market that causes scarcity and drives the
prices of the available stock higher, causing damage to a city that is already struggling with
affordability issues.

Should the regulations be considered too top-heavy by developers, who often lack the
knowledge of building green, they may push back to prioritise their “individual rights”
versus the collective good. They have claimed that there is not enough evidence that the
regulations effectively achieve the desired result in climate mitigation and that there is
no universal solution, thus, real estate developers may also push back, saying that the
climate mitigation strategy does not reflect the current market conditions as the end-users
are unwilling to pay extra for the “luxury of being green”.

Incentives can be described as motivators for private developers to align with public
policy goals and drive stakeholders” adoption of green project practices [5]. In restrained
markets where competition is high, incentives could help create a competitive advantage
for a green real estate developer, enticing buyers and tenants with safer, more comfortable
buildings and increasing occupant satisfaction [13]. Incentives could increase the public
perception and adherence to public policy, allowing developers to lead by example as
governments create opportunities to push developers to adopt more green strategies in
their developments. Choi et al. 2010 point out that there are three types of incentives:
administrative (i.e., fast-track zoning), financial (i.e., tax credits, grants and rebates), and
technical support (i.e., city staff as experts to help navigate new systems and technologies),
and that some have proposed reduced property taxes for builders who invest in green
projects to offset additional costs [40].

Whereas incentives are not perfect, they do play a positive role in increasing long-
term human well-being and increasing private and public engagement that play an active
role in splitting the risk of climate mitigation [5]. These authors split incentives into
two categories, financial and non-financial, with the financial incentives including direct
grants, tax inducements, rebates on permit or application fees, and development bonuses
and grants. Meanwhile, their non-financial incentives were not direct costs to the city
but rather, benefit the developers by offsetting their extra exposure to perceived risks
and costs. These include increased density allotments (FAR—floor area ratio), technical
and marketing assistance, regulatory relief, and guarantee programs. The authors also
spoke of less tangible benefits to these incentives, including human well-being-related
incentives, an increased market demand for better units, gratifying incentives of recognition,
awards and certificates, and generous incentives based on the personal and moral norms of
the stakeholders.

Some have suggested that the best long-term solutions for adopting new methodolo-
gies in a green project should be market-driven [3], as regulations alone cannot bring about
a “green revolution”.

However, the barriers to these incentives demonstrate that nothing is ideal. Local
governments need to have large budgets to invest in their residents’ long-term well-being
for things that are not immediately tangible (i.e., the problem with the 4 year election sched-
ules discussed earlier) and to invest in more staff to administer, motivate and communicate
these benefits. Due to a lack of enforceability, for a city to achieve behaviour modification,
the private development community needs to have precise regulations and incentives to
drive market change.

Due to this notion, there is no consensus on what should and could be done to motivate
the real estate developers to change their behaviour to mitigate climate change. We need a
multifaceted approach that should establish national base standards. These key metrics are
measurable to be combined with local regulations and incentives to balance the playing
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field and lower the effective additional costs of investing in long-term sustainable building
strategies to lower global warming costs [39].

3. The Montreal Model—Lachine-Est Case study

This Lachine-Est case study [41] is an area of Montreal that consists of 3.2 million
square feet (297 thousand square meters) of centrally located, mostly abandoned heavy
industrial and highly contaminated land that has been slated to be redeveloped into an
eco-district, with the community as the leading impetus for the development (Figure 8).
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Figure 8. Case study site in Montreal.

Several years ago, a few local non-profit and citizen advocacy groups [42] decided to
create a coalition to lobby the local administration to think of the older industrial area as an
opportunity to drastically redevelop it into a multi-use, accessible and environmentally
positive area. The so-called “Imagine Lachine Est” is a citizen lobby group that hosted
several community sessions on what people wanted of this new site. The Climate Coalition
of Montreal and GRAME [43,44] are climate advocacy groups that play the role of climate
experts. The CDEC is a business development group, and the non-profit group called
Revitalisation Saint-Pierre, a citizen group in a neighbouring community, was mandated
to redevelop the area. One of the authors worked side-by-side with these stakeholders
in the empirical study and witnessed firsthand what each side was putting forth as their
critical objectives for the eco-district and why they could or could not support what the
other stakeholders wished for their position.

Together with the local administration and elected officials, the teams came together
to find ways to integrate the area’s new development with the existing lower-income
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Community Goals

residents, to increase their service offering, and to increase the volume of affordable units
while creating an exemplary eco-friendly project (Figure 9). They dreamt of a 10 min
neighbourhood, with a new city tram linking the area to Montreal’s downtown core so that
cars would be replaced by bicycles, car sharing, and a walkable community; however, there
were challenges. Who would pay for the development and infrastructure? How could the
area remain accessible?

e|ntegrate the new with existing
e|ncrease retail offering, a 10 min walk parameter of a walkable city
eEnvironmental showcase of the possible beyond (business as usual)

eExisting is 3 stories, need new densities for EQ.

*Public transportation not adequate and 70% of current residents use cars
Site contamination from prior uses
eCivic assets not available

Challenges _< eIntegration of more than twice the current residents for the new

population
eDevelopers lack knowledge of the opportunities of EQ in relation to zoning
and wellness

eResidential as the highest best use vs. the needs of the community
eHeritage integration seen as too expensive and not the best ROI

N~

Figure 9. Community goals.

For Lachine-Est, the challenges for a developer were to build 20% social, 20% affordable
units, and 20% family units, to save the heritage buildings, to build public roads that could
not count for the buildable square footage, as well as grant the municipality a 10% land
ratio for a public park, that all needed to be decontaminated at the expense of the developer.
These were just the base requirements for the development (Figure 10). With the additional
requirements of an eco-district with better quality, energy-efficient buildings, large amounts
of green infrastructure, bike and walking paths, waste and water remediation, and urban
farming on roofs, the developers asked who would pay for the costs. Developers require
specific rates of returns and for Montreal, the ROl is approximately 25%, which is demanded
by the investors, the banks and financial institutions to obtain construction loans and long-
term mortgages.

Consequently, this results in many people reducing the size of units, reducing the
quality of construction and a solid need to sell units as quickly as possible to reduce
the carrying costs borne by a development group. With the cost of land increasing in a
steep curve, there is little space for experimentation, added to the cost of decontamination.
Developers push back from the perceived higher costs of better-quality construction that
is key for green projects but that add to the additional pressures and risks for the private
developer. With little general knowledge of building green, the additional exposure to risk
is too high for many to bear. The market bottom-line takes precedence over the opportunity
to build better quality units that would increase the wellness of the people that live, work
and play in these types of new buildings. The short-term returns of the developers do
not allow for them to reap the benefits in cost savings of energy-efficient buildings, and
often they will want to pass on these additional costs of building green to the end-user,
who has many choices of what to buy, but who also are not yet ready to pay more for
better-built buildings.



Sustainability 2022, 14, 7071

19 of 23

-> unconvinced of
community input as

- perceived affects to
bottom line profits and

- planning process longer
in the beginning for the
design and consultation

positive finance models
phases

I - Who pays the »extras »?

- short term profits, and
savings passed on to the end
users (who don’t want to pay
more)

-> Bottom line takes precedence - Lack of knowelge and

resources on HOW

I -> Business opportunfor local materials and new companies

-» Concerns over “social -> Private VS Public and
mixing” who pays for what

- Uses- community,
services VS residential
offering

I Innovation of the possible

Figure 10. Developer challenges.

Lachine-Est’s opportunities go beyond the apparent barriers faced by the market-
driven developers (see Figure 11). The community engagement, the local mayor, and the
city officials” openness to “figure this out” provided a unique opportunity to collaborate
openly and transparently and to analyze how eco-districts could be built technically yet
make financial sense. The developers’ opportunity is to build what people want to buy and
live in and to set their product apart from the other, mediocre products on the market. The
quicker a developer can fill their projects, the less the carrying costs will be and the higher
the revenues. Some of these additional revenues could be reinvested in higher-quality
green projects.

-> Complete community
Live, work, play, learn, farm

-> Build a community where
people will want to live-
power of attraction for
competitive advantage

-> Reduced risk as you
build what people want,
allergy to empty space
carrying costs

- Reduced opposition to zoning and density challenges, timing

—Creation of new business
models of win-win

- incentives for other
projects to follow

- reduced carbon and increased
impact as prototype of the
“possible”

- University and global best practices methodologies

- New definition of
private vs public

- cross pollination of
ideas, less crime, job
creation

- Mitigate the negative
impacts of gentrification

- Unified city approach

Figure 11. Opportunities in the Lachine-Est case study.
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Lachine-Est was an experiment to have the stakeholders work together to discuss the
barriers and opportunities for each group and to collectively figure out a workable business
model that would fall under the B Corp model’s lines. When a developer considers people,
profit and the planet, and has the community’s ear and the resources of the city officials
and green experts in the area, then ambitious projects can be realized. New definitions and
blurred lines have started to emerge between the role of the public and private through a
new transparent governance model for zoning modifications for the entire area slated for
redevelopment, with four actual developers, non-profit groups, local citizens, municipal
workers, the mayor, and the city central urban planners being involved. Through this
new structure, the cross-pollination of ideas is encouraging. New local businesses for
procurement and reinvestment in the retail arteries appear, creating new job opportunities
while increasing tax revenues, and accessible and mixed-use developments are planned by
and for the community with the developers at the table.

The master planning and governance processes are top-down and bottom-up processes
for mobilizing all the key stakeholders identified earlier in this paper. Each group is being
listened to and is open to working collaboratively to “figure it out”.

The policy options for the developers in Lachine-Est are based on a mix of regulations
and incentives. The regulations are based on building standards with a low-carbon foot-
print and a restriction on fossil fuel heating. The minimum requirements for mixed and
integrated units for social inclusion are regulated. The road and park areas are regulated.
Incentives are related to bonus density depending on how far and above the developer is
willing to go to build green and to positively impact a reduced carbon footprint. The zoning
procedures involved the public at the beginning of the process, which allows for feedback
loops and saves the developer a confrontation at the end of the process. The developers
have already invested vast amounts of money in planning deliverables. Politicians can
support the zoning changes and they have both the community buy-in and the private
developers’ solid business models that can allow for fast-tracking the zoning modification
that saves developer costs in carrying an empty asset. The city officials are offering the
developers financial assistance for soil remediation. There are discussions regarding a tax
freeze for five years for all new buildings in employment zones. The city is building a
fast-track tram train direct to downtown Montreal, investing in new public infrastructure
in its pipes and waste systems, and building a new elementary school and civic center.
Lachine-Est is an inspiring project to watch to see if the social experiment of a transpar-
ent collaboration between the key stakeholders in the community will turn into a viable
business model that reduces the risk and exposure for more private developers to build
green communities.

4. Conclusions

Many cities worldwide have set ambitious climate carbon-reduction targets, Montreal
included. When understanding that the building community has a substantial negative
impact on carbon emissions, this paper addressed the competing interests between real
estate developers and the public good. Real estate developers need short-term returns, can
be agile where they choose to build, and often do not know how to build sustainably.

The role of government is best suited to several areas that include playing an educator,
mentor and regulator. Ideally, through city policies and incentives, it would address the
private developers’ risks while listing multiple critical stakeholders who could collabo-
rate to create a melting pot of climate mitigation solutions while aligning the competing
interests between public and private goals. Policies can be used as a motivator to push the
industry further toward collective action rather than being left to the devices of a market-
driven economy alone. Green projects and communities are not a natural product of the
development community; therefore, builders need incentives blended with regulations,
education, and tools to scale their behaviour modifications to change the construction and
renovation industry.
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Stakeholder identification allows the reader to identify the key players in the develop-
ment cycle, including in the design, construction, operations, and renovation/demolition
elements, and their motivations and interests. Shared and transparent information along
with these motivations can be aligned by the role that government plays (municipal, provin-
cial, federal), through a carrot and stick approach to create the urgent change needed to
meet carbon reduction targets. Fast-track zoning, bonus density, expertise and supplier
sharing, tax delays and mixed-use zoning are robust solutions that will allow city officials
to become the leaders, motivators, and educators driving market change to regulate and
incentivize developers to build green projects.

The case study of Lachine-Est in Montreal allowed the stakeholders to be identified,
listed each of their barriers and opportunities for carbon reduction building, and cross-
linked this to suggest the policies and regulation opportunities for building an eco-district.
The “Atelier Lachine Est” group demonstrated for the first time in Montreal that the role of
the City of Montreal was to bring all stakeholders to the table, to list their challenges, and
to find collective solutions that were tailor-made to their area and population requirements.
This included understanding the problems of why it is challenging to build or renovate in a
carbon-neutral way through collective solutions, where each stakeholder has a role to play.
Moreover, policies can provide the motivation for adopting those solutions to allow these
projects to be built with aligned interests, budgets, targets, and with realistic solutions from
real estate developers.

A limit of this study was that most real estate developers were reticent to speak to
academics due to a lack of time or seeing a functional outcome of the time invested. Most
real estate developers in Montreal, for the last 25 years at least, have seen green projects
as a direct attack on their traditional business models and, therefore, their views are often
not represented in literature reviews. We saw this limit of the study as an opportunity to
blend academic reviews with the experience of a real estate developer who has taken it
upon themselves to find ways to build sustainable projects and who has faced frustration
in the industry as there has been a lack of know-how. In the world of academia, there
could be a missing link in their work that will be tied and adopted by the market’s real
estate developers.

As the market is changing rapidly, and as more real estate developers face social and
environmental pressures from investors, clients, and cities for zoning and permit approvals,
for the first time, we see that things are changing rapidly in Montreal. With the adoption
of the Montreal Climate Plan and the Climate Partnership of Montreal where one of the
study’s authors is on their advisory panel, we have seen the opportunity for this paper
to address a wider audience of academics as well as real estate market developers, where
each group can learn from the other to drive positive change in the green or sustainable
development industry. For real change to happen, we need to understand the barriers and
opportunities to change; therefore, a different area of study would need to work on an
accelerator model, where representatives of the stakeholders could work hand-in-hand to
modify traditional real estate projects into green ones. With the city working on policies
and incentives that work, bankers creating alternative financing options to change the
cash flow restrictions on developers, and consultant experts such as engineers and power
utility leaders meeting at the same table with real estate developers, they can create the
key performance indicators (KPIs) needed to chart what policies and incentives drive the
most impactful change. The authors are currently working on this accelerator prototype to
address the limitations of this paper and on collective work in our roadmap for changing
the industry of real estate development.
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