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Abstract 
Society is becoming increasingly dependent on the development of institutions generating 

sustainability. In order to speed up this development there is a need to find, evaluate and 

generalize existing institutional mechanisms holding this characteristic.  

In this study, the current theoretical framework is expanded to describe how an institution should 

be designed to generate sustainability. To explain this, a distinction is made between short-term 

efficient markets (currently known as Pareto-efficient markets) and long-term efficient markets 

(currently known as ‘strong’ or ecologic sustainability). Further, a sustainable development is 

defined as a combination of short-term and long-term Pareto-efficiency. This implies that a 

consumption decision today cannot make an individual better off, without making another 

current or future individual worse off.  

Green building certifications are an interesting candidate to empirically test the theoretical 

framework. An empirical study was made in cooperation with Confederation of Indian Industry - 

Indian Green Building Council, consisting of 18 qualitative interviews with companies and 

experts in the Indian building industry. The main purpose of the study has been to investigate 

why actors engage in green building and green building certifications, or why they do not. The 

results have then been analyzed and put in an institutional context.  

Building on these results, conclusions have been drawn that bring a valuable perspective to the 

ongoing debate on sustainability. Green building certifications have several interesting 

characteristics contributing to a sustainable development. Most importantly, results are 

indicating that short-term economic efficiency can lead to long-term mechanisms generating  

 



 

 

sustainability. However, there are also limitations to the growth of certifications as an institution, 

e.g. cultural aspects, risk of ambiguity and insufficient levels of human capital.  
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Sammanfattning 
Utvecklingen av institutioner som genererar hållbarhet blir allt viktigare. För att påskynda denna 

utveckling finns det ett behov av att hitta, utvärdera och generalisera befintliga institutionella 

mekanismer som uppfyller denna egenskap.  

För att kunna beskriva hur en institution bör utformas för att generera hållbarhet, utökar denna 

studie det aktuella teoretiska ramverket. En distinktion görs mellan kortsiktigt Pareto-effektiva 

marknader (detta är att likställas med nuvarande begreppet ’Pareto-effektiva marknader’) och 

långsiktigt Pareto-effektiva marknader (detta är att likställas med ’ekologisk hållbarhet’). Vidare 

är hållbar utveckling definierad som en kombination av kortsiktigt- och långsiktigt effektiva 

marknader. Detta innebär att ett konsumptionsbeslut idag inte kan öka välfärden för en individ, 

utan att minska välfärden för en annan nuvarande eller framtida individ. 

Certifieringar för hållbart byggande är en intressant kandidat för att empiriskt testa det teoretiska 

ramverket. Fallstudien gjordes i samarbete med Confederation of Indian Industry - Indian Green 

Building Council, och består av 18 kvalitativa intervjuer med företag och experter inom den 

indiska byggindustrin. Det huvudsakliga syftet med studien har varit att undersöka varför aktörer 

engagerar sig i grönt byggande och certifieringar, eller varför de väljer att inte göra det. 

Resultaten har sedan analyserats och satts i ett institutionellt sammanhang. 

Som institution har certifieringarna flera intressanta egenskaper som bidrar till en hållbar 

utveckling. Slutsatserna i studien skänker ett värdefullt perspektiv till den pågående 

hållbarhetsdiskussionen, framförallt genom att påvisa att kortsiktig ekonomisk effektivitet kan 

leda till mekanismer som skapar hållbar utveckling. Det finns också begränsningar i tillväxten av 

denna typ av institution som kan härledas till t.ex. kulturella skillnader, antalet certifieringar på 

marknaden samt tillgång till humankapital.  
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1. INTRODUCTION 

This chapter starts with selected background information, a description of what constitutes green 

building, the role of certification systems and the current situation in the Indian market. It is 

followed by a description of the problem area, the purpose and research questions. The 

introduction is concluded with an outline of the rest of the study. 

1.1. Rationales 

Cities around the world are growing in size and population. Although urbanization has its 

benefits the growing cities also result in new environmental challenges (SIDA, 2011). Changes 

will be needed to reduce the waste of resources and emission of pollutants. Fast-growing smaller 

cities in developing countries will be particularly important in the process as they have the 

possibility of having the largest impact, especially in lowering carbon dioxide emissions. India 

has the highest predicted urban growth rate in the world (1.46%), and will together with China 

account for 22% of the world’s urban growth in the coming 40 years (Booz & Co, 2010). 

Consequently, efforts in energy and resource preservation there can have a great impact on a 

global level. 

Buildings account for about 40% of the total energy usage in most countries and will be of great 

importance in the progress of urban development (IEA, 2010). Construction of green buildings, 

i.e. buildings with higher energy efficiency, less environmental impact and improved indoor 

atmosphere (Chunhai, et al., 2008) is a way of increasing sustainability. This process can lead to 

great savings in resources and reduced emission of pollutants, especially in countries with high 

growth. 

Although there are several recognized benefits with green building (Issa, et al., 2010), the 

number of green buildings remain relatively low (Thilakaratne, 2011). Some research has been 

done in this area, partially explaining the discrepancy with cost reasons and lack of knowledge. 

However, most of the research on this issue has focused on developed nations, leaving the 

motives behind green building in developing nations fairly unknown.  

The situation becomes particularly interesting when taking the institutional attributes and 

surroundings of green buildings into account. The green buildings concepts are fairly new to the 

Indian market. The launch of green building certifications is a sign of a new institution evolving 

in the country – not only related to formal certification requirements, but also new norms, values, 

regulations and a change in mindsets about how the construction industry should adapt to future 

requirements.  

This new institution is growing and gradually transforming the industry – partly through 

government intervention, partly through voluntary actions. What makes actors accept this kind of 

institutional change? How are actors rejecting the green building certifications perceiving the 

situation, and how are the certifications being adapted to the Indian context? These questions 

have to be answered in order to understand the potential of any institution - but in particular 

institutions that generate the sustainability our future society is so dependent upon.  
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1.2. Purpose and Research Questions 

The purpose of this study has been to understand why architects, construction companies, facility 

managers, property owners and leaseholders in Hyderabad engage in green building 

certifications, or why they do not. The purpose has further been to put the results in an 

institutional context to determine how certifications contribute to a sustainable development.  

To fulfill the purpose, we have answered the following questions: 

1. What are the reasons to engage in, or reject, green building? 

2. What are the reasons to engage in, or reject, green building certifications? 

3. To what extent are the institutional attributes of green building certifications contributing 

to a sustainable development? 

1.3. Outline of the Thesis 

The remainder of the thesis begins with a thorough description of the theoretical approach. This 

is followed by a background of the green building certifications. Then, the case study 

methodology and the data gathering methods used in the study are discussed. This is followed by 

results and discussion where an attempt is made to answer the research questions. In this chapter, 

both primary and secondary research is presented and connected to the theoretical framework. 

The report ends with conclusions and suggestions for further research. 

 

 

 

 

 

  



 

 

3 

 

2. THEORETICAL FRAMEWORK 

This chapter describes the theoretical framework. We begin with a short introduction and 

continue with describing the basics of institutions. We then explain externalities and their role in 

achieving sustainability. The chapter is ended with a guide for how institutions should be 

designed to achieve a sustainable development. 

2.1. Introduction to the Theoretical Problem 

In 1993, Douglass North received the Nobel Memorial Prize in Economic Sciences due to his 

contributions to the understandings of institutions: how and why they evolve, and what effects 

they are having on economic growth. According to North (1991) institutions are all kinds of 

formal and informal rules, such as laws, regulation and culture, which determines actions 

organizations and individuals can take – and which actions they strive to take. North himself 

simply states: 

“Institutions are incentive systems – that’s all they are.” 

 (North, 2003, p. 9)  

The perspective of new institutional economics (NIE) is that, during the last centuries, some 

parts of the world seem to have experienced economic growth more than other parts. The typical 

follow up question North would pose is: What type of institutions generates economic growth? 

However, this economic growth also brings an increased load on our surrounding environment. 

Thus, we argue that the question rather should be: What type of institutions generates 

sustainable development?  

It is important to understand that North posed his question in the context of neoclassical 

economics, which has been the dominating view for the last hundred years or so. Neoclassical 

economics is based upon premises of rational, utility-maximizing, well-informed consumers and 

is concerned with increasing the economic efficiency of markets. North criticized the framework 

for being too rigid to explain the changing nature of economic systems, especially over a long 

period of time (Daunton, 2010). Thus, NIE uses a wide scope which can be used to broaden the 

neoclassical framework (Eggertsson, 1997). 

Throughout its history, neoclassical economics have developed a wide range of tools to answer 

the question of how to achieve economic growth and increase utility levels. However, when it 

comes to answering the question of how to achieve this growth and utility within the constraints 

of ecosystems, neoclassical economic theories are experiencing trouble.  

To deal with this specific issue, the neoclassical branch of Environmental economics has grown. 

However, it is more concerned with “economics” than “environmental”, as it per definition seeks 

to evaluate the impact of environmental policies on economic activities (Stavins, 2007). As 

environmental economists are trying to assign monetary value to non-renewable, 

intergenerational resources or complex, interconnected ecosystems, the problem quickly gets 

difficult to control. Further, neoclassical economics is mainstream, and by far the most popular 
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theory used by officiating bodies, e.g. in externality valuation in the energy sector (Söderholm & 

Sundqvist, 2003) and ecosystem valuation (de Groot, et al., 2002). 

The critics come from a growing number of researchers within the transdisciplinary field of 

Ecological economics who emphasize ecologic sustainability before economic efficiency. 

According to the ecological approach, the economic system is subordinated the ecologic system 

and the former draws its finite, invaluable resources from the latter. But the ecological 

framework is fairly new and lacks a comprehensive set of definitions and tools to deal with the 

problem itself. 

In this theoretical gap between neoclassical and ecological economics, the coming theory 

chapters are trying to shed some light. A framework is presented to explain how institutions 

should be designed to cover the holes in neoclassical theory and bridge the gap to ecological 

theory. 

2.2. Basic Concepts in Economics 

In order to ease further readings, a brief explanation of the basic concepts of property rights and 

transaction costs might be helpful.  

2.2.1. What are Property Rights? 

Individuals’ rights to use and reap benefits from 

resources are called property rights. Usually when 

referring to the transfer of property rights, theory is 

referring to the transfer of a bundle of rights, rather 

than the transfer of the actual property or object (See 

e.g. Hardin, 1968; Musole, 2009; Ostrom, 2000). When 

an individual have a property right it grants her the 

privilege to the use of a resource. Furthermore, others 

are obliged to respect that right (Ostrom, 2000). Figure 

2-1 is showing a common definition of property rights 

according to Schlager & Ostrom (1992) with special 

relevance to common pool resources. 

Property rights are one of the most basic elements of 

economies, and they should be clearly defined and 

enforced in order to make markets work efficiently. 

Many influential economists are making this 

crushingly clear (e.g. Coase, 1960; North, 1991; 

Ostrom, 1990). For example, an institutional setting 

which encourages piracy will have trouble achieving economic growth. The reason is that this 

type of institution fails to protect the citizens’ property rights by allowing arbitrary property 

confiscation e.g. through extortion by pirates or corrupted public officials – discouraging 

investments, innovations and ultimately economic growth (Frank & Bernanke, 2007).  

 Access The right to enter a 

defined physical area and enjoy 

non-subtractive benefits 

 Withdrawal: The right to obtain 

resource units or products of a 

resource system 

 Management: The right to 

regulate internal use patterns and 

transform the resource by making 

improvements.  

 Exclusion: The right to 

determine who will have access 

rights and withdrawal rights, and 

how those rights may be 

transferred.  

 Alienation: The right to sell or 

lease management and exclusion 

rights 

 

 
Figure 2-1: Overview of Property Rights. 

Property rights according to Schlager & 

Ostrom (1992) 
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2.2.2. What are Transaction Costs? 

Transaction costs are costs incurred in reaching and upholding agreements (North, 1990). Even 

for the most mundane contracts, large efforts in choosing, negotiating and entering are often 

required (Scholtz, 2001). In example, consider buying a new smartphone: your cost will not only 

be the cost of the smartphone itself, but also the effort it requires to choose which type of phone 

you would like, where to get it, the time it takes to go there and back, perhaps negotiate for the 

price, etc.  

The main cause of transaction costs is the presence of asymmetrical information held by market 

actors (North, 1990). According to Musole (2009) the magnitude of transaction costs depends on 

market size and structure, simplicity of products and services 

traded, average size of transactions made, level of technology 

and present policies and laws. It is estimated that transaction 

costs constitute roughly half of a developed country’s net 

national product (Musole, 2009). The cost of transacting is 

likely even higher in less developed nations (Hagel & Singer, 

1999). 

According to theory, when there are no transaction costs and 

property rights are well defined and enforced, exchange will 

be able to eliminate divergence and lead to efficient use of 

resources (Coase, 1960). Figure 2-2 shows this relationship. In 

contrary when transaction costs are too high, no exchange 

occurs at all and market failure will result (Barzel, 1989). In 

reality transaction costs are always present due to e.g. 

cognitive limitations and distances in time and space (Musole, 

2009). Further, all institutions hold some imperfections when 

it comes to transferring information through human 

interactions (North, 1990). 

2.3. Institutions 

Institutions are constraints developed by humans with the purpose to organize social, political 

and economic interaction. There can be both informal constraints (e.g. customs, traditions and 

codes of conduct) and formal constraints (e.g. constitutions, laws, property rights) (North, 1991).  

Institutionalists differentiate between institutions and actors. Actors are bounded by institutional 

constraints while trying to fulfill their goals. While institutions are the ‘rules of the game’, the 

actors are the ‘players’, e.g. groups of people that unite in order to achieve specified objectives. 

The objectives which players perceive as rewarding are determined by the institutional structure. 

Thus, changing rules are the instrument for changing outcomes. (see e.g. Ingram & Silverman, 

2002; North, 1991; Ostrom, 2000).   

GOVERNMENT 

ENFORCEMENT 

DEFINED 

PROPERTY 

RIGHTS 

ZERO 

TRANSACTION 

COSTS 

EFFICIENT 

MARKET 

Figure 2-2: Role of Transaction 

Costs. Efficient markets are 

created when transaction costs are 

zero and property rights are well 

defined. To achieve this, 

government intervention might be 

needed.  
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Actors can be individuals, organizations or states (Ingram & Silverman, 2002). Organizations 

include political bodies, social bodies, educational bodies and economic bodies (Harris & 

Hunter, 1997). The actors are not limited to blindly following the constraints; they can change 

them and supply new constraints for other actors. According to Ingram and Silverman (2002) 

each type of actor creates a distinct set of constraints; individuals create norms, states create laws 

and organizations create rules. A fourth type of actor, which unlike the other actors, have no 

identifiable interests and is unable to form and pursue a strategy, is called civil society. However, 

civil society is similar to the other actors as it also creates institutional constraints, which is done 

in the form of culture.  

2.3.1. Why do Institutions Exist? 

Institutions evolve as they bring order and reduce risks in interaction among people. Differently 

stated, they lower transaction costs (North, 1991). Institutions increase transparency and solve 

problems of credible commitment by re-arranging the incentives of a commitment, so that the 

actors find it in their self-interest to fulfill it (Ingram & Silverman, 2002). As North is explaining 

it: 

“The issue can be most succinctly summarized in a game theoretic context. Wealth-

maximizing individuals will usually find it worthwhile to cooperate with other players when 

the play is repeated, when they possess complete information about the other player's past 

performance, and when there are small numbers of players. But turn the game upside down. 

Cooperation is difficult to sustain […] when information on the other players is lacking, and 

when there are large numbers of players. […] In transaction cost terms, institutions reduce 

transaction and production costs per exchange so that the potential gains from trade are 

realizable.”   

(North, 1991, p. 97) 

Institutional theory is built upon the notions of bounded rationality and utility-maximization. 

Hence actors make rational choices and they will choose options that they think increases their 

wealth. However, transaction costs are making consumption, production and trading difficult. 

When actors start interacting with each other under these conditions, due to the risks associated 

with imperfect information, the need for institutions arise.  

According to Ingram and Silverman (2002) high transaction costs imply high risk of 

opportunism, which undermines the ability to make credible commitments. The problem of 

credible commitment arises when an actor makes a commitment in the present to do something 

in the future, however when the future arrives the player has no incentives to fulfill the 

commitment (Ingram & Silverman, 2002). An effective institution will create an incentive 

system that reduces these risks. 

2.3.2. How do Institutions Change? 

The literature suggests that institutions develop incrementally and that the development is highly 

path dependent (North, 1991). An institution is interconnected with the existing institutional 
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matrix, which consists of pre-existing institutions and their interaction. New institutions are 

formed by older institutions, thus an understanding of the pre-existing institutions is of key 

importance to understand new ones (Ingram & Silverman, 2002). The structure and amount of 

human and social capital in a society determines the opportunities for institutional development 

(Djankov, et al., 2003). 

To maintain order, institutions generally have a limited pace of development. This is an inherent 

attribute of institutions which is needed to provide stability. One factor adding to the slow 

development of institutions is the lack of investment in institutional change from society 

compared to technical change. Furthermore there is reluctance towards radical change among the 

professionals involved in institutional change, e.g. lawyers and administrations, compared to 

professionals involved in technological change, e.g. engineers and scientists (Edquist, 1997). 

Certain complex institutional systems such as beliefs and routines tend to behave differently 

from e.g. laws. When a parameter of a belief system is varied, there is little change as long as the 

system remains in its stable phase, but radical changes occur when the parameter moves across a 

certain transition (Weisbuch, 2000). 

The main reason for institutional change is scarcity on the economic arena leading to 

competition between organizations combined with continuous interaction between organizations 

and institutions (North, 1991). To be able to compete companies continually invest in 

development of knowledge and skills. As Harris and Hunter (1997) points out, the knowledge 

that organizations seek will be set by the institutional framework, as that will be perceived to be 

most profitable. By taking this logic further, we can see than theory is suggesting institutional 

change will occur when actors find it profitable.  

2.3.3. Contextual Fit 

Successful institutional change can be hard to 

accomplish due to the complexity of the institutional 

setting. Generally, changes that are made on the 

margin are more successful than radical changes. 

Identification of successful institutional attributes 

and continuous adjustments are vital for 

development (Najam & Selin, 2012). It is suggested 

that new institutions should fit in the larger 

institutional setting, the institutional matrix (see 

Figure 2-3). A requirement for a good fit is that the 

new institution does not rely on weak or absent 

institutions and is as insulated from or adapted to 

corrupt or inhibiting institutions as possible (Ménard & Shirley, 2008). 

The intended outcome often differs from the actual outcome when changing the institutional 

structure (Ostrom, 1990). For example a prohibition with the intended outcome of eliminating 

INSTITUTIONAL MATRIX 

 

 

 

CONTEXTUAL FIT 

NEW INSTITUTION 

Figure 2-3: Contextual Fit of New 

Institutions. New institutions should fit with 

the current institutional structure.  
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consumption of alcohol might actually result in increased alcohol consumption due to inelastic 

demand, increased preferences and increased number of black market suppliers (Miron, 1999).  

To explain the unexpected outcomes in institutional change, Ostrom (2005) argues that the 

‘boundaries’ of the micro elements (e.g. property rights) have to be understood in order to 

predict and steer larger outcomes. Very simple rules can generate complex patterns when 

repeatedly applied, an analogy can be made to e.g. fractal figures in mathematics. We can also 

make a parallel to Coase (1960) who states transaction costs plague the more general problem of 

the allocation of rights (at micro-level) and their distributional effects (at macro-level). Thus 

transaction costs can be seen as a strong factor in generating the unexpected outcomes. 

With this said, Ostrom states that rules should not create conduct (e.g. prohibition), but be 

created from conduct (e.g. norms). Parallels can be drawn to other ideas in theory, e.g. demand 

for new institutions creates a seedbed for successful institutional change (Chang, 2007), new 

institutions should be in line with the current institutional structure, including culture, laws, 

norms and traditions (Ménard & Shirley, 2008) and successful institutional change is often made 

on the margins (North, 1991). 

We also want to make a reference to Ostrom’s article from 2012, in which she highlights the use 

of local institutions to face the problem of institutional diversity. She argues that a global top-to-

bottom environmental policy will be difficult to achieve and a better solution would be 

“grassroots movements” and city level policies (for similar views see Common & Perrings, 

1992; Reischl, 2012).  

2.3.4. Institutional Transfer 

Both private and public actors can transfer institutions to new countries, i.e. bring institutions 

existing in specific countries to countries where no such institutions exist. If the institutions are 

transferred more or less unaltered the term institutional imitation is used to describe the 

phenomenon. However, if the institution is adjusted for the local circumstances and the pre-

existing institutional setting the term institutional adaption is used (Edquist, 1997).  

Although legislation can be changed by states in a very fast manner, the accompanying norms 

and cultural rules can only be changed gradually. This can lead seemingly radical changes to 

have limited effect, as the unwritten rules lag behind the law. The implication for the 

international case is that copying legislation from other states may not give the sought result. 

That is because the cultural and social context, as well as the methods used to enforce the law, 

might deviate from the country that is being mimicked. The results from imitating laws across 

countries will depend on how different the institutional settings of the states are; ergo developing 

economies may get strongly deviating results if developed countries institutions are copied 

(Harris & Hunter, 1997).  
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2.4. Types of Institutions 

Institutions can be categorized by their scope and how they are created and enforced (see Figure 

2-4). The scope can be divided into public and private, the first kind of institutions apply to all 

type of actors while the second kind only apply to actors that are member of a specific group or 

organization (Ingram & Silverman, 2002). Actors have a greater deal of control on which private 

institutions that affect them as they can select organizations or groups to engage in.  

 
Decentralized Centralized 

Private 

Archetypical form: Norms 

Chief actor: Social groups 

Archetypical form: Rules 

Chief actor: Organizations 

Public 

Archetypical form: Culture 

Chief actor: Civil society 

Archetypical form: Laws 

Chief actor: States 

Figure 2-4: Categories of Institutions. Categories of institutions based on Ingram & Silverman, 2002. 

How institutions are created and enforced also have two subcategories. If there are designated 

representatives for creating and enforcing institutions, they are called centralized. On the other 

hand if the institutions are created through unorganized social interaction and rely on diffuse 

individuals for enforcement, they are called decentralized.  

2.4.1. Public-centralized Institutions 

Public-centralized institutions can affect organizations through different ways. The concrete 

method involves changing legislation for organizations. However, the state may also influence 

organizations by endorsing certain practices which may alter the perception of those practices as 

more efficient or superior. The ability to follow laws and practices endorsed by the state will 

grant organizations legitimacy while the opposite will reduce their legitimacy. Legitimacy is 

vital for organizations in obtaining resources required for their operations. Thus, the influence of 

the state can be strong through both formal and informal channels. Furthermore, the power held 

by the state is unique in the way that it can influence public-decentralized institutions, i.e. culture 

(Ingram & Silverman, 2002). 

2.4.2. Private-centralized Institutions 

Private-centralized institutions create constraints in the form of rules, and are often generated by 

organizations. According to Coase (1937), private-centralized institutions play a central role in 

the creation of organizations.  Depending on the cost of transacting under different institutions, 

exchange will be internalized or externalized. That is, if the cost of transacting in market is lower 
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than in the organization, exchange will be outsourced. Contrary, if the cost of transacting in the 

market is higher than in the organization, exchange will be insourced and the organization will 

grow.  

Private-centralized institutions do not only apply to single organizations, but can include 

networks of organizations, i.e. through “super-organizations”. Within a super-organization, a 

group of organizations follows an exclusive set of rules and policies. It is voluntary for 

companies to take part of the rules; however there are often direct or indirect incentives for the 

members. Although private-centralized institutions have written rules there are examples where 

they have evolved from or replaced unwritten rules (Ingram & Clay, 2000). 

2.4.3. Private-decentralized Institutions 

Private-decentralized institutions create constraints in the form of norms. Norms can be difficult 

to specify in a concrete and stringent manner as they are often unwritten rules of conduct. 

However, what distinguishes norms even more from centralized institutions are the ways they 

are enforced, which is through social interaction, or the lack of it. The punishment for breaking 

norms can be somewhat arbitrary since there are no formal rules which are followed; the harshest 

punishment is typically exclusion from a group (Ingram & Silverman, 2002). 

2.4.4. Public-decentralized Institutions 

Public-decentralized institutions are different from all the other institutional forms in the 

question of intention. All other institutional forms are created intentionally, although there might 

be difference in how strong those intentions are and how well the results of the institutions 

reflect those intentions. However culture, which is created by civil society, misses this attribute 

Furthermore, civil society and cultural values have a great influence on the development of other 

institutional forms (Ingram & Silverman, 2002).  

2.5. The Need for Better Institutions 

As the last chapter shows, the shape of institutions steer the outcome in societal performance, 

e.g. to what extent a society generates economic growth. Further, institutional development is 

path dependent; the shape of new institutions is characterized by current and past institutions. 

With this said, Rockström (2009) argues we have become increasingly dependent on the way we 

have formed institutions to nurture economic investments made in our surroundings. Institutions 

are formed to maximize the rate of economic return on these investments and generate economic 

growth. Breaking the dependency on these institutions will be challenging.  

Further, theory is suggesting that institutions not only determine performance, but also how 

society tends to measure this performance, i.e. economic growth is considered as ‘healthy’ while 

economic stagnation is considered as ‘harmful’. If we instead assess the function of ecosystems 

or a society’s level of sustainability, the contrary might be true, i.e. economic growth can be 

‘harmful’ and economic stagnation can be ‘healthy’. However, the current measurement tools are 

largely dominated by neoclassical economics and promote economic growth. As Stern (2007) 
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concludes, it is problematic that the mainstream social and economic development remains 

largely unaware of the risk of ecosystem collapses induced by human activity.  

Theory is stressing the importance of broadening assessment methods beyond neoclassical and 

ecological economics to enable a more appropriate and long-term measurement of societal 

performance which includes both these approaches (see Gasparatos & Scolobig, 2012). If not, 

the measurement will continually give faulty input data to further development of the 

institutions, leading us further down a road of dependency and negative feedback effects. As 

Common & Perrings (1992) conclude, the development of better (i.e. not only new, but also 

more sustainable) institutions is not served by limiting the assessments to include only current or 

mainstream methods.  

So how should this broadening of preferences and measurement be achieved? Authors from 

across the research disciplines are pointing at the need of finding, understanding and measuring 

existing institutional mechanisms which are generating the wanted outcome - in this case a 

sustainable development (see e.g. Menard, 2011; Paavola, 2007; Reischl, 2012). If we cannot 

find existing institutions, we might have to invent new ones. Ostrom (1990) insists that 

environmental innovations often are of organizational kind, and not technological - but the pace 

at which organizational innovations are occurring is far beyond that of technological. Thus, more 

effort should be put into the question of how institutions should be formed to generate 

sustainability, and also how to break dependency on current institutions while keeping a societal 

stability.  

2.6. Framework for Sustainability 

Having dealt with the definitional issues of institutions, we now move forward to explore the 

concept of sustainability. To begin with, what is a sustainable activity? In essence, we can say it 

is an activity that keeps running (for a very long time), given its own activity. To expand a bit on 

this, the sustainable activity is not allowed to generate any effects that harm the activity itself, or 

any system which it is dependent upon. A more official definition made in the Brundtland report 

states that sustainable development is…:  

“…development that meets the needs of the present without compromising the ability of 

future generations to meet their own needs” 

 (WCED, 1987, p. 15) 

The important point we learn in this definition is that a sustainable society has to overcome the 

fragmented, generational characteristic of human development. For example activities, 

infrastructure, knowledge and environment will constantly be passed on to new individuals, who 

will have to ensure system stability for the individuals coming after them. 

Further we should distinguish between ecologic, economic and social sustainability (Dyllick & 

Hockerts, 2002). These three are much interconnected. For example as Cohen & Winn (2007) 

point out, the benefits of natural and social capital can be transformed into a bundle of private 

property rights and generate economic profit for the owners. The processing of this natural and 
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social capital causes e.g. pollution which is a cost incurred by all parties (nature, society and 

markets). This implies the sustainability of one system can lead to unsustainability in the other 

systems, eventually leading to failure in all three. As we will see, their close relationship will 

generate some confusion, both in practice and theory.  

To explain various degrees of sustainability, ecological economics have embraced the notions of 

weak and strong sustainability (van den Bergh, 2010). To define these concepts a distinction is 

made between economic capital and natural capital. The former includes knowledge, technology 

and labor, the latter covers ecologic resources and the environment.  

With this said, weak sustainability makes no clear distinction between economic and natural 

capital, and instead treats them as substitutes. Thus, weak sustainability is achieved when 

maintaining a “total capital”, i.e. the sum of economic and natural capital. For example the 

Solow-Hartwick rule and other traditional approaches in environmental economics are 

substituting natural capital for economic capital without any specific consideration to the health 

of ecosystems.  

In contrast, strong sustainability makes a clear distinction between the two notions and treats 

them as separate. Strong sustainability is only achieved when the natural capital is sustainably 

maintained, the rationale being that the function of certain natural resources might be impossible 

to value economically, or negative effects from exhausting the resource might be irreversible 

(van den Bergh, 2010). 

2.6.1. Externalities 

To explain how theory suggests we should deal with the problem of unsustainability, we have to 

bring in the notion of externality. Note that the notion of externality does not imply an entrance 

into the neoclassical framework, even though the concept is frequently used there.  

An externality is any spill-over effect from an activity that will affect others, e.g. the disturbing 

sound from a drilling machine affecting visitors at a nearby coffee shop. Van den Berg highlights 

the victims’ lack of control over parts of their utility levels:  

“The presence of an externality means that someone's (a victim’s) utility or production 

(co)depends on factors that are not under his/her control, but are decided by other humans or 

organizations…” 

(van den Bergh, 2010, p. 2048) 

There are both positive and negative externalities. Any environmental problems caused by 

humans can be labeled as negative environmental externalities, e.g. factory pollution affecting 

the air of nearby farmers. More specifically, negative environmental externalities result in 

harmful effects on the health of actors who are not involved in the production and who receive 

no compensation (Mishan, 1971). From now on, the term externality refers to negative 

environmental externality. 
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2.6.2. Traditional Approaches to Externalities 

When it comes to neoclassical theory, externalities are an established concept for describing an 

inefficient market. In this context, externalities are costs that are not accounted for. Where 

economic activities create externalities, market outcomes will not be Pareto-efficient (Wolf, 

1978). During Pareto-efficiency, improving one individual’s lot will necessarily result in 

worsening the lot of one or more other individuals. This implies that resources at a given time 

are fixed and at equilibrium (Frank & Bernanke, 2007). 

Whenever negative externalities are present, neoclassical economics conclude, society would 

benefit economically by reducing production of the products creating these externalities (see e.g. 

Buchanan & Stubblebine, 1962; Frank & Bernanke, 2007). A too high level of externalities will 

ultimately lead to complete market failure (Bator, 1958). Externalities should thus be eliminated 

for the market to work perfectly with no losses to social welfare. 

The notion of externalities is also acknowledged among ecologists, although authors are divided 

in how they should be treated in the ecological approach (see e.g. Baumgärdnter & Quaas, 2010; 

Bithas, 2011; van den Bergh, 2010). Van der Bergh (2010) concludes externalities are the basic 

source of unsustainability. However, he continues, sustainability does not rely on the total 

elimination of externalities due to the ecosystems ability to absorb some of them. 

A wide range of sophisticated neoclassical tools can be 

applied to neutralize externalities. These methods range from 

regulating prices through taxes and subsidies (Pigou, 1952), 

to regulating quantities through quotas and cap and trade, to 

more “decentralized” methods like Coasian bargaining 

(Coase, 1960).  

In his famous article from 1960, Coase argues externalities 

are not the cause of failure, but a symptom of high 

transaction costs and asymmetric information. Coase’s 

approach is acknowledged among economists and in this 

framework we will use it to describe the neoclassical 

approach. In a zero transaction cost market, the initial 

allocation of rights does not matter because all parties will be 

able to negotiate their way to an efficient outcome, with zero 

externalities as a result. In order to achieve efficiency, the 

correct interpretation of Coase is to move focus from 

reducing externalities, to lowering transaction costs 

(Dahlman, 1979). Coase further argues the only time 

government intervention is justified, is when enforcing 

property rights or reducing transaction costs (see Figure 2-5), 

i.e. not when taxing externalities.  

In short, Coase argues externalities can be eliminated if the 

affected parties can negotiate at no cost. In reality, transaction 
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Figure 2-5: Role of 

Externalities.  According to Coase 

(1960) externalities are eliminated 

when transactions costs are zero 

and property rights well defined.  
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costs often hinder negotiation, which is why the government is needed. The role of many laws is 

to help people achieve solutions they might have reached had they been able to negotiate with 

one another. For example a motorist with a noisy muffler imposes costs on others, yet they 

cannot flag her down and offer her a compensation payment to fix the muffler. Instead most 

governments simply require that all cars have working mufflers (Frank & Bernanke, 2007). 

2.6.3. A New Approach to Externalities 

Consider a situation where a large factory is polluting the breathing air of close by farmers. The 

farmers will only confront the factory and make it internalize its externalities, if they perceive 

that the benefits of clean air are higher than the cost of negotiating. As long as they do not 

confront the factory, the pollution is not a Pareto-relevant externality, because the marginal cost 

of negotiating is higher than the marginal benefit (Dahlman, 1979). Similarly, if the farmers 

chose to confront the factory, and the factory offered them compensation in terms of economic 

capital, the externality would be eliminated per definition – but the pollution persists. The 

farmers are satisfied, but the pollution can still harm e.g. the environment or future generations 

not present in the negotiation.  

The Coasian solution is encountering the same problem. When we enable the parties to trade 

emissions away on the market, externalities are eliminated, but pollution can persist. The reality 

is simple: traded pollution is still pollution, and thus a cost to society, but not according to 

traditional economics. This problem becomes especially prominent when dealing with 

intergenerational externalities.  

To clarify this and illuminate the gap between ecological and neoclassical economics, we can 

make a distinction between short-term externalities and long-term externalities. These concepts 

can be defined in the following way: Short-term externalities are affecting people today or 

possibly in the foreseeable future, not stretching beyond a lifetime. Long-term externalities are 

active beyond a lifetime of an individual, potentially reaching a maximum impact several 

generations away (own definition).  

Now we can create a short-term efficient market by eliminating short-term externalities, and a 

long term-efficient market by eliminating long-term externalities. We argue the former is 

currently known as a “Pareto-efficient market” and the latter is currently known as “ecologic” or 

“strong” sustainability.  

The key problem between neoclassic and ecologic literature can then be identified as the 

incompatibility between short-term efficiency and long-term efficiency. The problem of 

unsustainability can in turn be located to the inability of current (neoclassical) theory to find 

ways of reducing long-term, intergenerational externalities. 

Economic efficiency is obviously a controversial definition of sustainability as efficiency 

requires consumption. Consumption is the central activity in all markets. Notably, efficient 

markets have no upper consumption limit, i.e. the quantity of consumed goods can be infinite, 

and still the market is efficient - but hardly sustainable. Consumption requires production, which 

requires exploitation, which requires natural resources - which requires a functioning ecologic 
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system. Short-term efficiency is built upon a series of free gifts from nature and simply neglects 

the status of the system from which it draws power and resources. Right in line with any 

traditional economic approach, neoclassical economists Frank and Bernanke are justifying short-

term efficiency by stating: 

“Movements towards economic efficiency make the total economic pie larger, making it 

possible for everyone to have a larger slice.” 

 (Frank & Bernanke, 2007, p. 84) 

What Frank and Bernanke fail to acknowledge throughout their book, is that as the economic pie 

grows, the ecologic pie shrinks. This is the general perspective of ecological economics. 

However, there is a saving clause within the neoclassical framework. Pareto-efficiency does 

assure us no one can be made better off without making anyone else worse off. To achieve long-

term efficiency, the individual should make a consumption decision today that will make her 

better off, without making anyone in the future worse off.  

If her consumption decision leads to the creation of short-term externalities, the current market 

will not be efficient. Likewise if her decision leads to the creation of long-term externalities, a 

future individual could have been made better off. If the sum of marginal utility from the two 

individuals is negative, even a decision to not consume is justified.  

These assumptions are simply an extension of current efficiency-theory to cover future markets. 

Although long-term efficiency does not explicitly imply that natural capital is maintained 

separately (known as strong sustainability) it does imply a proper treatment of natural capital to 

not harm future individuals’ utility levels, thus ensuring us ecologic sustainability.  

The equivalent between a long-term Pareto efficiency and ecologic sustainability can be 

interpreted the following way. Ecologic economist Daly (1990) defines three requirements to 

achieve what he calls sustainability: (1) a sustainable scale of the economic system versus the 

ecologic (2) a fair distribution of opportunity across generations (3) an efficient allocation of 

ecologic capital over time (Daly, 1990). A consumption decision which causes long-term 

externalities will harm ecosystems, i.e. decrease the ‘pie’ ecologic capital. A decreasing ecologic 

capital will (1) increase risk of an imbalance between the economic and ecologic capital. Further, 

decreased ecologic capital in combination with decreased utility levels will lead to (2) an unfair 

distribution of opportunities to create welfare across generations and (3) an inefficient allocation 

of natural resources over time.  

No ecologists are apparently keen on relabeling “sustainability” into “efficiency” (see e.g. 

Bishop, 1993; Common & Perrings, 1992: Gustafsson, 1998), who all argue for the 

incompatibility between the two concepts. However, sustainability is a vague concept, while 

traditional economics have many tools to achieve efficiency.   

As it turns out, traditional economics are very capable in dealing with short-term externalities, 

but long-term externalities are somewhat of a blind spot. For example in order for a Coasian 

bargaining to be successful, all parties affected by the long-term externalities is required to join 

the negotiations - but future individuals cannot. There are attempts to extend the framework to 



 

 

16 

 

deal with this, e.g. Howard (2012) is replacing future individuals with an ombudsman. However, 

the negotiations will then be dependent on the ombudsman’s estimates of future utility levels and 

environmental conditions; the long-term externality problem will yet again become difficult to 

control.  

This time limitation also shows in e.g. pricing techniques which only take into consideration 

what the current market is willing to pay for green products (see e.g. Söderholm & Sundqvist, 

2003). Another example is the Solow-Hartwick rule which seeks to compensate the extraction of 

exhaustible resources with rents and investments. This model works to achieve non-decreasing 

utility levels across generations (Hartwick, 1977). On the other hand the model is fundamentally 

blind to any negative effects on the surrounding ecological system, e.g. irreversible effects from 

extracting this resource (Common & Perrings, 1992). Further, we cannot predict the need for 

certain exhaustible resources in the future. 

A growing body of research is highlighting the utility and time limitations of the traditional 

neoclassical approach to externalities (Bithas, 2011; Common & Perrings, 1992; Dahlman, 1979; 

Padilla, 2002), also acknowledged among environmental economics (e.g. Howard, 2012; 

Söderholm & Sundqvist, 2003).  

Now, consider the important example of a pollution rights trading system, which idea can be 

directly derived from Coasian theory (Bailey, 1999) and often promoted in environmental 

economics (see e.g. Gorman & Solomon, 2000; Tietenberg, 1980). The role of such a system is 

to clearly define property rights (e.g. the right to generate a certain amount of pollution), lower 

transaction costs (creating a market trading system which eases negotiations) and thereby 

reduces externalities. Notably, the system is not created do deal with short-term externalities as 

the Coasian theory originally is advocating, but instead long-term externalities. We should 

question this system’s ability to work, i.e. how is it able to reduce long-term externalities? The 

simple answer is government intervention. Remember: whenever a market is not efficient 

enough, government intervention is needed to steer the market towards the efficient outcome by 

intervening (Frank & Bernanke, 2007). In this case, the government limits the total quantity of 

emissions coming from the system and forces the market towards long-term efficiency. Without 

government intervention, the companies would not have any proper incentives to reduce long-

term externalities by themselves. Also note that both Coase (1960) and Ostrom (2005) are in fact 

promoting solutions with less government intervention, implying a similar spontaneous effect in 

the market would be better.  

2.6.4. The Source of Unsustainability  

It follows that Coasian (and neoclassical) theory is insufficient to assure us environmental 

sustainability. Clearly defined and enforced property rights and elimination of transaction costs 

does not guarantee a long-term efficient market. Figure 2-6 shows the missing link in theory. 

The case becomes clear if we imagine a Coasian bargaining where all future individuals were 

present, including e.g. climate refugees. If future climate refugees were present and able to 

negotiate with actors currently creating long-term externalities, the socially efficient outcome 

would look different.   
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A legitimate question to ask is: 

why are we unable to treat negative 

long-term externalities in a 

satisfying way? Let us turn to the 

basic assumptions of economic 

theory: individuals are rational, 

well-informed, self-interested and 

utility maximizing (Frank & 

Bernanke, 2007). Let us also 

conclude that individuals have a 

limited life-span. Assume we 

create a market of individuals 

acting according to these 

assumptions. Given that property 

rights are well defined and 

enforced and transaction costs are 

eliminated, we can create a 

perfectly short-term efficient 

market where short-term 

externalities are eliminated (through Coasian bargaining) and long-term externalities are ignored: 

since the present individuals are acting in self-interest, they will make a rational choice to ignore 

any costs that, during their life time, will have a negative impact on their own utility levels and 

that no present day party can negotiate about. The cost is postponed to future individuals who 

will incur it and suffer lower utility levels. These individuals will in turn maximize their own 

utility and ignore their long-term externalities, leading to a negative spiral of decreasing utility 

levels. We have created a long-term inefficient market. Reality is of course more complex, but 

we can argue these tendencies can be identified in the real world. 

As shown in the example above, the source of long-term externalities can be located to the (1) 

time-constraint of individuals’ ability to negotiate for their utility. However, it can also be 

located to (2) what preferences that provides the current individuals with utility.  

2.6.5. Sustainable Preferences and Consumer 

Sovereignty 

In economics, utility is defined as “satisfaction from consumption” (Frank & Bernanke, 2007). 

Behind the attribute of utility we find a set of preferences which determine what an individual 

“like” and “dislike”. Preferences are considered as being exogenous, i.e. unexplained or not 

determined by the economic models.  

As Common & Perrings (1992) recognize these preferences might not be aligned with the 

requirements of sustainability. If we expand a bit on this, it means preferences might not create 

satisfaction from e.g. increasing others’ utility levels, or from protecting the ecosystems, when 
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consuming goods. If we can change the preferences 

towards being more sustainable, individuals will make 

rational choices in line with a long-term efficient 

economy. In other words, properly designed 

preferences can eliminate long-term externalities (see 

Figure 2-7). 

However, sustainable preferences are not enough. 

Economists often describe the markets as being 

consumer driven. This is known as consumer 

sovereignty, and it suggests consumers have decision 

power over what is being produced and how, by being 

able to demand it (Sheffrin & Sullivan, 2003). 

Consumer sovereignty is somewhat of a normative 

approach and something we should strive for, yet 

difficult to achieve due to transaction costs and 

asymmetric information.  

Consumer sovereignty does not imply sustainability. To ensure that consumer sovereignty works 

as a tool for achieving sustainability, it needs to be in conjuncture with consumers’ sustainable 

preferences. As Perrings (1987) recognizes:  

“If existing preferences and technologies are not ecologically sustainable, then consumer 

sovereignty implies system instability. This leaves these options: […] either to regulate 

activity levels within the existing structure of preferences, or to change that structure of 

preferences, or both.”  

(Perrings, 1987, p. 86) 

Again we could argue that a solution with less administrative cost is preferred (Coase, 1960; 

Ostrom, 2000), thus promoting the second solution of Perrings, i.e. to change the preferences. A 

change in preferences is also preferable for keeping high consumer utility levels. As Norton et al 

(1998) elegantly point out in the case of water consumption: 

“…reduced water consumption due to higher prices would lead to people feeling worse-off, 

while reduced water consumption due to changed preferences would lead to people feeling 

better off, as they experienced pride at behaving in a more environmentally appropriate way. 

Thus, reduced consumption can lead to either a decrease (through price increases) or an 

increase (through preference change) in welfare, depending on the method by which we 

achieve the desired result.” 

(Norton, et al., 1998, p. 209) 

For practical purposes, most economists are not interested in considering changing preferences 

and instead treat them as fixed. Fixed preferences suit the short-term perspective quite well, but 

in the long-term, preferences are nevertheless changing. As Norton, et al. (1998) point out, 

taking the change into consideration becomes important because as preferences are evolving, the 
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meaning of “efficiency” or “economic optimality” is also changing. In other words, if we can 

change preferences, we can also redefine the economic notion of efficiency to sustainability. 

Ostrom (2012) highlights the potential effect of sustainable preferences when she states: 

 “Sustainable cities can attract the creative, educated people who want to live in a pollution-

free, modern urban environment that suits their lifestyles.” 

    (Ostrom, 2012, p. 1) 

Society needs to have appropriate institutional processes to actively develop and form 

sustainable preferences (Vatn, 2005). The processes in which long-term value is formed are of 

special importance when trying to reach our long-term efficient market.  Notably, and in line 

with our short- and long-term approach, Norton, et al. (1998) are distinguishing between (1) 

‘short-term value’ which is formed around existing preferences, and (2) ‘long-term value’ that 

emerges from an…: 

“…iterative, democratic, and public process in which those communities develop goals and 

values that are valid expressions of their ongoing culture”  

(Norton, et al., 1998, p. 209) 

Norton (1998) thus shares Ostrom’s (2005) perspective that rules and laws should be created 

from conduct, i.e. stemming from local culture and traditions. It is easy to see that administrative 

costs can be lowered if political institutions are aligned with cultural institutions; if cultural 

institutions are enforcing a behavior, the political institutions will not have to.  

2.6.6. Human Capital Effect on Institutions 

The societal level of human capital is intimately connected to preferences, values and beliefs, 

and together they constantly generate institutions. For example preferences are associated with a 

wide variety of cultural attributes of a society, such as tolerance for diversity, perception of 

social statuses and ideological standpoints.  

Preferences are shaped by learning from e.g. 

parents, education and society (Saez-Marti & 

Zilibotti, 2008). Thus, as we change 

preferences, we also change levels of a society’s 

human capital and institutional structures (see 

Figure 2-8).  

Especially interesting in the economic research 

is perhaps the ones investigating the effect of 

human capital on growth (see e.g. 

Bhattacharyya, 2009; Glaeser, et al., 2004; 

Knack & Keefer, 1995). Glaeser is arguing that 

human capital have a greater effect on economic 

growth than institutions have. The effect of 

Figure 2-8: Feedback Effect on 

Institutions. A feedback effect occurs when 

institutions are formed to change preferences or 

to achieve short-term efficiency. 
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human capital can be seen in both institutional development and productivity of a society. Thus 

we can argue that a sufficient level of human capital is needed also to produce an institution 

which generates long-term efficiency. 

Another stream of research shows the opposite relationship, that growth leads to increased 

human capital and better political institutions, e.g. through enhanced educational processes 

(Barro, 2000; Lipset, 1960; Preworski, et al., 2012), creating a feedback effect when achieving 

short-term efficiency (see Figure 2-8). We could also argue short-term efficiency change 

preferences through e.g. increased education, however while short-term efficiency does not 

assure us sustainability, changing to sustainable preferences does.  

2.6.7. Production Distance and Decision Authority 

In a perfect world, consumer sovereignty will work as a tool for sustainability because 

consumers have sustainable preferences, full information about the current market and make 

rational choices to maximize their utility. Given these assumptions, consumers will determine 

the production of goods and lead us into a long-term efficient market.   

However, in reality transaction costs exists, leading to asymmetric information and inefficient 

allocation of rights (Coase, 1960). As Princen (1997) states, decision power tends to concentrate 

to a few actors, while the dispersion of irreversible environmental externalities are incurred by an 

increasing amount of receivers. New institutions need to acknowledge the receivers of 

externalities rather than the creators.  

Princen refers to the notion of distance (the separation between production and consumption 

decisions). If the distance grows (1) negative feedback loops between consumer, production and 

environmental externalities break down, (2) stakeholders increase but distribution of decision 

making remains constant or contracts, (3) environmental problems are displaced and (4) the 

likelihood of shading increases.  

As these processes take place, consumers more likely fail 

to see or misevaluate effects of unsustainable production 

processes on the environment. Finite resources tend to be 

perceived as unlimited, and the function of ecological 

systems tends to be perceived as independent from 

economic and social systems. Thus, distance needs to be 

eliminated in order for the consumers’ decision power 

and sustainable preferences to be effective. Otherwise 

consumers’ will be assigned with decision power and 

possess sustainable preferences, yet lack credible 

information upon which they can make their sustainable 

choices.  

In contrast to Coase’s clear directives to define property 

rights and eliminate transaction costs, Princen are 

pointing at clearly defined, strongly enforced and 

Figure 2-9: Consumer Sovereignty. 

By moving decision power to 

consumers and shortening distance 

between consumption and production 

decisions, externality creation can be 

determined by consumers. 

SHORTEN 

DISTANCE 
MOVE 

DECISION 

POWER 

REDUCE LONG-TERM 

EXTERNALITIES 

CONSUMER 

SOVEREIGNTY 



 

 

21 

 

correctly placed decision authority in conjuncture with elimination of distance between 

production and consumption decisions (see Figure 2-9). 

2.6.8. Bridging the Gap to Reach Sustainability 

As a final step in the theoretical approach, we need to bridge the gap between the traditional 

neoclassical approach of short-term efficiency and the ecologically inspired approach of long-

term efficiency. We need institutions enabling both approaches. In Figure 2-10, blue represents 

the traditional neoclassical approach to achieve short-term efficiency, while green represents the 

ecologically inspired approach to long-term efficiency. When achieving both short-term and 
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Figure 2-10: Template for Institutions Generating Sustainability. By combining the traditional 

economic approach to achieve short-term efficiency (blue) with the ecologically adapted approach to 

achieve long-term efficiency (green), we can create an institutional environment favouring 

sustainable development. 
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long-term growth, a sustainable development can be reached. All parts of the figure have 

previously been explained, but a summary is made below.   

Firstly, to reach awareness about the need for new institutions, and knowledge about how to 

change the current institutions towards promoting sustainability, a sufficient level of human 

capital is needed. Well-formed institutions include mechanisms for this capital to accumulate 

and be reinvested in the system.  

Institutional matrixes and level of human capital vary across the globe. The development or 

transfers of new institutions need to face this diversity and achieve a contextual fit in order to 

grow and prosper locally.  

The emission trading system built upon Coasian theory aims to reduce long-term externalities 

and have been proven to work. However, the system relies on government intervention and 

influential economists are pointing at the need of a similar spontaneous effect in the market 

which draws less administrative costs from society. The traditional economic approach have 

been focusing on the type of institutions that generate economic growth, and it concludes 

institutions need to promote low transaction costs and clearly defined property rights to favor 

trade and reduce short-term externalities. A short-term efficient market generates a positive 

feedback effect on the levels of human capital and in turn enables the formation of better 

institutions.  

The “missing link” to achieve sustainability is an adaption of the economic system to ecological 

requirements. This adaption can be achieved by (1) creating sustainable preferences among 

consumers to include care for e.g. future utility levels and surrounding eco-systems and (2) 

strengthen consumer sovereignty by shortening production distance and moving decision power 

from a limited number of individuals close to the production, to a large number of individuals 

close to the consumption decision. 

2.6.9. Final Remark on Theory 

This framework cannot be considered as complete and has to be expanded with the role of e.g. 

innovation, education and technology to increase understanding of what mechanisms contribute 

to sustainability.  

Ultimately, Figure 2-10 is an attempt to answer the question of what kinds of institutions that 

generate sustainability. Using this framework as a template, we can move forward and 

investigate the important follow up questions: where can this type of institution be found in 

reality? What characterizes it, what limits it and what makes it grow?  
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3. CASE STUDY BACKGROUND 

This chapter gives a brief background description on green buildings, certifications and the 

current green building situation in India.  

3.1. Green Building 

Green building and systems for certifying green buildings are a way of approaching the 

construction and use of buildings to increase efficiency and sustainability. There are several 

definitions of what constitutes a green building. Spiegel & Meadows (2012) provide an up-to-

date explanation and state that:  

“…a green building is one that is located and constructed in a sustainable manner and that is 

designed to allow its occupants to live, work, and play in a sustainable manner” 

 (Spiegel & Meadows, 2012, p. 2) 

Further, American Society of Testing and Materials (ASTM) define a green building as:  

“...a building that provides the specified building performance requirements while 

minimizing disturbance to and improving the functioning of local, regional, and global 

ecosystems both during and after its construction and specified service life” 

 (Glavinich, 2008, pp. 2-3) 

This definition highlights the importance of sustainability during the entire lifetime of a building, 

including the construction process. Procurement, waste management, construction operations 

and site layout should be performed in a manner that minimizes environmental impact 

(Glavinich, 2008).  

The definition of green building used in this study, has emanated from the areas of importance to 

the certification systems described below. If a building is certified using a certification system, 

or lives up to the minimum requirements described by a certification system, it is considered to 

be green. We also mention green building measures in the study, which describe specific 

measures that are included in the certification systems. However, to reach certification level, 

many specific green measures are required. Green building measures can be used during a 

construction even if the final building is not considered to be a green building. 

3.2. Green Building Certification Systems 

Per definition, green certifications serve as information and market-based instruments intended 

to change behaviors of consumption and production to become more sustainable (Jamalpuria, 

2012). Within the building sector they intend to measure the sustainability of buildings and their 

construction processes. Several working certification systems have been implemented and are 

used around the world. Different systems apply different metrics, yet categories like energy, 

ecology, economy and social aspects are commonly included. Several specific aspects are 
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measured under each category and are rewarded points depending on sustainability. The amount 

of points decides which certification the building receives. Usually there are three to five 

different levels of certification which buildings can obtain depending on how well they match 

the criteria (Bauer, et al., 2010). 

The first green building certification system called Building Research Establishment’s 

Environmental Assessment Method (BREEAM) was created in 1990 by the UK government at 

the request of the British real estate industry (Lockwood, 2006). Since then numerous 

certification systems have been developed. Among the more recognized is Leadership in Energy 

and Environmental Design (LEED) which was initially created by the US Green Building 

Council (USGBC) in the US but is used in several countries today (USGBC, 2012).  

Certification systems are a result of a long green building movement in the developed countries. 

They stem from increased public awareness as well as international pressure to decrease the 

environmental impact in the building sector (Potbhare, et al., 2009). Recognized certification 

systems have been imperative for the standardization and promotion of green building 

(Lockwood, 2006). Although acquiring a certification and using certification systems are not a 

necessity for creating green buildings, certifications give assurance to eventual tenants or buyers 

about the sustainability of a building.  

3.3. Green Building Certification Systems in India 

There are two major forces creating and developing certification systems in India. The first is the 

Indian Green Building Council (IGBC), which is the equivalent of the USGBC in the Indian 

context. The IGBC was created primarily through a private sector initiative coming from the 

Confederation of Indian Industry (CII), a business association with over 7000 member 

companies, working towards creating and sustaining growth in Indian industries. 

The IGBC have developed several certification systems that are used across India, specifically 

IGBC Green Homes, IGBC Green Townships, IGBC Green Special Economic Zones, IGBC 

Green Factory Building, LEED India for New Construction and LEED India for Core and Shell. 

The different certification systems are used for different kinds of projects. Some of them are very 

similar to the LEED certification systems used in the US; however, they are customized for 

Indian conditions. One similarity to the US system is the different levels of certification used in 

most of IGBC’s certification systems; certified, silver, gold and platinum.  

Behind the other major forces relating to certification systems in India is The Energy and 

Resources Institute and the Ministry of New and Renewable Energy, the first is a research 

institute working with issues relating to energy, environment and sustainable development and 

the second is a part of the Indian government. Together they have created Green Certification for 

Integrated Habitat Assessment (GRIHA), a certification system designed for the Indian market. 

GRIHA assigns buildings with one to five points and considers the following for categories: (1) 
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site selection and planning, (2) building planning and construction, (2) building operation and 

maintenance and finally (4) innovation.  

3.4. Other Relevant Indian Building Concepts 

The Energy Conservation Building Code (ECBC) is a construction guide focused on energy 

conservation. ECBC is managed by the national government and is still under development. The 

guide has recently been made mandatory for all government buildings in some Indian states. 

Although ECBC is not a certification system, the requirements included are closely related to 

certification requirements and can affect companies’ decisions to engage in certifications.  

As a final remark, we would like to mention the concept of Vastu, which is a set of traditional 

design methods widely used throughout India. Vastu is a cultural doctrine and guide for how a 

building should be designed to incorporate nature values. 
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4. METHODOLOGY 

In this chapter, we discuss the case study methodology used in the study, the criteria for judging 

the methodology’s quality and methods used to gather data. Finally, the study’s limitations and 

delimitations are discussed. 

4.1. Case Study Research 

The case study methodology is preferred when the researchers have little control over variables 

and it is contemporary events being studied. Furthermore case studies are useful in explaining 

complex social phenomena, such as how organizations, institutions, processes or individuals 

function. The boundaries of the phenomenon being studied are often hard to distinguish from the 

contextual conditions, making the context relevant and important to the study. A common focus 

of case studies is to explain why certain decisions were taken, how they were implemented and 

with what outcome (Yin, 1994). 

With this background, we found a good fit between the case study methodology and the subject 

of our study, which is why we adopted the methodology. There are different types of case studies 

which are preferred in different situations. We found that an explanatory case study would fit our 

study best. Explanatory case studies deal with causal relationships and linking different events to 

each other (Yin, 1994). As a result, our study has aimed to link underlying reasons to decisions 

taken by companies. 

Since case studies deal with complex questions with concern to a greater context, situations can 

occur where data points are fewer than variables of interest. Thus, multiple sources of 

information and the guidance of prior theoretical frameworks are frequently used for data 

collection and analysis (Yin, 1994). For our study we followed these instructions by using an 

existing theoretical framework (which has been expanded) and two main sources of information, 

specifically secondary research and semi-structured interviews. 

4.2. Research Design 

All empirical research has some kind of research design, either explicit or implicit.  The research 

design guides the researcher in connecting the different stages of the research, from the initial 

research questions to the gathering and analysis of the data. According to Yin (1994) there are 

five components that are especially important in the research design for case studies (Yin, 1994), 

namely a study’s questions, propositions, unit of analysis, ways of linking data to propositions 

and criteria for interpreting findings. Each has been explained with regards to our study below. 

A study’s questions relate to the purpose and the research questions proposed by the researchers. 

Case studies are especially fit for how and why questions. Thus, our purpose; “… to understand 

why architects, construction companies, facility managers, property owners and leaseholders in 

Hyderabad engage in green building certification systems, or why they do not” and to determine 
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“…how certifications contribute to a sustainable development” fit well with the use of case 

studies. 

The study’s propositions in case studies are equivalent to the hypotheses in quantitative research. 

They constitute educated guesses on what the outcomes of a study will be (Baxter & Jack, 2008). 

Propositions play an important role in case studies as they clarify what should be studied in order 

to answer the study’s questions (Yin, 1994). Propositions may be based on previous research, 

theories, or experiences (Baxter & Jack, 2008). 

We have used the theoretical framework (Chapter 2), background (Chapter 3) and secondary 

research (Chapter 5.1), to create our propositions. Figure 5-1 represents our propositions for the 

study’s first and second question, “what are the reasons to engage in, or reject, green building?” 

and “what are the reasons to engage in, or reject, green building certifications?”. These are 

based solely on a compilation of the secondary research (Chapter 5.1). The propositions for the 

third question, “to what extent are the institutional attributes of green building certifications 

contributing to a sustainable development?”, which are based on the theoretical framework 

(Chapter 2) and background (Chapter 3), are presented below.  

Institutional attributes of certifications contribute to sustainability through: 

 Increased consumer sovereignty 

 Increased flexibility to achieve contextual fit 

 Decreased administrative costs 

 Creation of sustainable preferences 

The next component in case studies is the unit of analysis. Determining the unit of analysis is the 

same as defining what the case that is being studied is (Baxter & Jack, 2008). The unit of 

analysis can be concrete things like an individual, an organization or a city; or it can be abstract; 

e.g. a process, an economy or a decision (Yin, 1994). It is important to note that the sources of 

data can differ from the unit of analysis, e.g. a case study of an organization can be done by 

gathering data from other organizations. Our study’s unit of analysis is the decision by 

companies associated with the construction of buildings, to engage or not engage in green 

building certification systems.  

The techniques for analyzing case study data are not as developed as other aspects of case 

studies. Since it is difficult to perform statistical analysis the techniques rely more on the 

researcher’s ability to interpret the information. To achieve a more complete analysis, it is 

important for the researcher to be considerate of different ways of interpreting the information. 

One main strategy for analyzing data stresses the importance of the propositions, since they 

decide which data is collected. Thus, the propositions will guide which kind of information to 

focus the analysis on; data supporting or contradicting the propositions. Different analytical tools 

like matrixes, arrays, or different charts of events or frequencies can make the analysis simpler 

(Yin, 1994). Our study is based on these methods for linking data to propositions. Furthermore 
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we follow the ideas of pattern-matching: comparing empirically derived patterns to predicted 

ones (Yin, 1994). 

The final component of special importance for research design is the criteria for interpreting a 

study’s findings. Since there are usually no statistical measures available for matching the 

findings to the predictions, it can be difficult to determine how well the results match the 

propositions. Furthermore it can be a problem deciding the degree of correspondence that will 

constitute a match. This area is not fully developed in case studies, which to some extent rely on 

sufficiently contrasting patterns to be able to interpret the findings in a good way (Yin, 1994). 

However, we believe the amount and variety of data sources used have provided us with good 

evidence to be able to interpret the findings justly. 

4.3. Quality of Research Design 

The quality of a case study research can be judged by certain criteria. In the following section, 

we discuss these criteria and draw conclusions with regards to our study. 

4.3.1. Construct Validity 

Construct validity deals with how well the study measures what is actually supposed to be 

measured. A common criticism of case studies is that subjective judgment can bias the gathering 

of information. To maintain a basic level of construct validity the researcher has to select the 

precise types of change being studied and demonstrate that the measures being studied reflect the 

specified change. A case study’s construct validity can be enhanced in three ways: (1) By using 

multiple sources of evidence, (2) by establishing a chain of evidence and (3) by having a draft 

version of the report reviewed by key informants (Yin, 1994). 

Our study has focused on changes towards incorporating green building measures as well as the 

use of green building certification systems. The interviews have been focused on these decisions, 

although additional information has been gathered to establish a link to the context. Even though 

critique could be raised due to risk of biased information coming from companies, which could 

lead to a misfit between what is measured and what is supposed to be measured, we found them 

to be unique and therefore, necessary sources of information, given the purpose of the study.  

With regards to measures to raise the construct validity, multiple sources of evidence were used 

to a great extent. Secondary research was used in combination with a total of 18 interviews from 

different sources. Each interview came from a unique source which added insight in the issue. To 

maintain the chain of evidence, citations have been used whenever possible. The fact that most 

of the interviews were recorded made it easier to maintain the evidence and to withdraw a more 

complete representation from the interviews to the report. However, the lack of possibility to 

disclose detailed information on specific interviews due to confidentiality agreements, have 

impacted the chain of evidence negatively. Finally, the opportunity to have the draft report 

reviewed by key informants was not feasible due to a couple of reasons. First, there were time 
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restraints on the report which made such review impossible, and second and more important, an 

attempt has been done to give equal importance to all interviews, thus rejecting the notion of key 

informants. If all informants were categorized as key informants it would strengthen the first 

reason for not having the draft report reviewed. 

4.3.2. Internal Validity 

Internal validity deals with misconceived causal relationships. Deficiencies in the internal 

validity can cause causal conclusions to be drawn wrongfully and with disregard for other 

variables. This includes the problem of making inferences without support from direct 

observations. A robust data analysis method can improve the internal validity; however detailed 

strategies are difficult to identify (Yin, 1994).  

4.3.3. Generalizability 

Quantitative research frequently aims at making generalizations to larger populations based on a 

few samples. The sample must be representative for the larger population and be at least partially 

random (Polit & Beck, 2010). However, such statistical generalizations are not sought in most 

qualitative research. Other types of generalization, such as analytic or case-to-case 

generalization, are preferred in qualitative research. In analytic generalization, the results will be 

generalized to a theory instead of a larger population. Thus, there must be evidence that supports 

a certain theory; however no infallible evidence is needed (Firestone, 1993).  

In our study, we have focused on an analytical generalization, using institutional theory and the 

secondary research on green building certification systems. The theoretical framework builds 

upon institutional theory, bridging the gap between neoclassical and ecological economics. 

Results from the empirical study are generalized to this framework. 

4.3.4. Reliability 

Reliability reflects the notion of attaining the same results when repeating a study. 

Documentation of all procedures of a case study is an important measure to raise reliability (Yin, 

1994). Although we have made an attempt to document the different procedures of the case 

study, one aspect that has lowered the reliability is the interviews. Because the interviews have 

been open-ended and no strict template has been followed, there is a risk of not attaining the 

exact same results if they were replicated. Another aspect to keep in mind is that it is difficult to 

replicate a study made in a highly dynamic environment. However, using the interview guide 

found in Appendix A will help in attaining similar data, thus improving the reliability. 

4.4. Secondary Research 

The first part of the study’s data comes from a secondary research on green building and 

certification systems, primary gathered from books and academic papers. The main focus of the 
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secondary research has been to summarize the available research on reasons for companies to 

engage in green building and green building certification systems, as well as the reasons for 

companies that do not get involved. Although the literature does not always make a clear 

distinction between a green building and a certified green building, we have tried to separate the 

two. The reason for the separation is to (1) analyze why companies specifically engage in 

certification systems, and to understand the added benefits and difficulties of the certification 

systems, and (2) distinguish between green building institution and certification institution 

characteristics. Since it is possible to build a green building, or rather follow green building 

measures, without applying for certification, this separation is possible. However, green building 

is closely related to certifications and to some degree inseparable. Thus, reasons for and against 

green building cannot be ignored.  

A factor to keep in mind is that the reasons may apply to different degrees depending on the type 

of company, especially with regards to business area, size, and prior involvement in green 

building. Furthermore, parts of the literature describe conditions which can be applied to the 

international arena while other parts are more concerned with conditions in specific countries.  

4.5. Primary Research 

A total of 18 interviews were conducted during a one and a half months period, beginning in 

early April 2012. The interviews consisted of thirteen company interviews, of which two were 

pilot interviews, and five expert interviews (for details, see Appendix B). The interviews that 

were conducted had an open-ended nature, which included both facts and the respondent’s 

opinion on different topics (Yin, 1994). Furthermore they were semi-structured, which made it 

possible to ask follow-up questions and ask for clarifications.  

The interviews ranged from 20 minutes to two hours, depending on the respondents availability 

and their level of knowledge. Most of them were held at the respective companies either in 

Hyderabad or Bangalore, however a couple was held at the CII Green Business Centre office. 

One interview was conducted via telephone due to locational differences. Most of the interviews 

were recorded, however some respondents will to not record the interview was respected. The 

interviewees were promised confidentiality with regard to company and respondent names, as 

well as additional sensitive information that they requested us not to disclose in the report. 

Although some did not request any confidentiality, our idea was that the interviewees could be 

freer in giving their opinion on different issues. Most of the company respondents were in a 

managing position, having influence over decisions or at least knowing why certain decisions 

about green building were taken. The interviewed experts consisted of consultants and academics 

in the field of green building, as well as representatives from the management of a real estate 

association and the IGBC. 

The results are not treated quantitatively, nevertheless the numbers of respondents mentioning a 

reason for or against green building, act as an indicator for the importance of that motive. Thus, 

in Figure 5-3 each list of motives is ordered according to the number of respondents that 
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mentioned the motive. Note that this approach does not assure us that the top motive is the most 

important one, nor does it say anything about the inherent importance each of the companies are 

assigning the motives. However, it reveals which motives are more acknowledged among the 

actors interviewed.  

4.5.1. Sampling 

Two main approaches were used to arrange interviews. The first was through IGBC, which 

primarily helped arrange interviews with companies who have been involved in green building 

certification systems, as well as experts in the field. The second main strategy for finding 

interviewees was through phone calls to interesting companies. These companies acted as a good 

complement to other contacts, especially since we could find companies without previous 

involvement in the certification systems. Purposive and convenience sampling was used to a 

great extent, and snowball sampling was used to a smaller extent. The principal idea for the 

interviews was to get a variety of companies with regards to size, business area and involvement 

in green building certification systems. 

Table 4-1 shows the degree of green building involvement among the respondents. While eight 

companies had certified at least one building, five of the companies had not taken any 

certification. However, while three of these five where very educated about the certifications and 

made an active choice to not engage, two were not as aware of the certifications and did not 

make an as active choice to not engage. All companies claimed they were more or less active in 

taking green building measures, thus no respondent where building strictly conventional.  

 Total  Involved in 

certifications 

 Involved in 

green building, 

no certifications 

but aware 

Involved in green 

building, partly 

unaware of 

certifications 

Only 

involved in 

conventional 

building 

Companies 

Experts 

13 

5 

 8 

5 

3 

0 

 2 

0 

0 

0 

Table 4-1: Degree of Green Building Involvement. This table shows the amount of respondents, type of 

respondents and their degree of involvement. (For a more comprehensive table see Appendix B.) 

Although the criteria for choosing pilot cases can be different from the actual case (Yin, 1994), 

we used the same selection criteria. Two pilot interviews were conducted which led to a revision 

of the questions and the focus of the interviews. However, some of the data from the pilot 

interviews has been used in the report, since they provided valuable information and could be 

compared with the other interviews to some extent. 
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4.6. Limitations/Delimitations 

To define the scope of the study, certain delimitations were made before the primary research 

was conducted. The study’s purpose was delimited to specific companies active in Hyderabad. 

The type of companies was restricted to construction companies, architects, facility managers 

and building owners or leaseholders involved in the building process. Although some interviews 

were conducted in Bangalore due to convenience, all the companies that were interviewed there 

had operations in Hyderabad; their motives were assumed not to differ between the cities. This 

assumption was made based on the resemblance of the cities and the companies’ clients between 

the cities. Furthermore, the theoretical framework was restricted to (expanded) neoclassical 

assumptions and institutional theory. In turn, this impacted the kind of data which was gathered, 

since the context of the studied subject is of importance in the framework.  

The limitations stem partly from the choice of methodology and partly from the interview 

method used. As discussed above, since the companies were not chosen in a random fashion, the 

case study lacks statistical generalizability, however analytical generalization can be done. With 

regard to the interviews, several points must be made. First, some companies declined our 

request to interview them; it is not totally improbable to believe that they might have represented 

a different standpoint compared to the interviewed companies. Second, almost all companies that 

were interviewed had a positive view on the concept of green building. This could either reflect a 

real positive image of green building, or some respondents were influenced by what they thought 

would be perceived as a favorable attitude. This also relates to the fact that we had to rely on the 

respondents’ description of their companies’ work, which could have been exaggerated in the 

area of green building. The third point, which relates to the previous one, is the ambiguity of the 

concept of green building. Although most companies perceived green building as favorable, 

some of them differentiated it from the certification systems or other common notions of green 

building. This vagueness was handled through asking for specific measures which they would 

consider green to clarify their interpretation of green building.  
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5. RESULTS AND DISCUSSION 

This section contains results and a thorough discussion on the results to answer this report’s 

research questions. The chapter begins with answering research questions 1 and 2. These 

results, in combination with further results, are then used to answer research question 3.  

5.1. Rationales behind Green Building and Certifications 

This chapter will try to answer the first two research questions: why do companies choose to 

engage or reject (1) green building and (2) green building certifications? First, a compilation of 

current literature in the field will be presented as secondary research. Then, results from the field 

study in Hyderabad will be presented as primary research. Lastly, a combination of the primary 

research and secondary research will show the “new” results, i.e. results which were found in 

Hyderabad which are not acknowledged in current literature.  

5.1.1. Secondary Research 

In this chapter, we present current literature regarding why companies engage in green building 

and certification systems, or why they do not. The data has been gathered from various literature 

sources and does not represent our own findings. However, we have trimmed and compiled the 

data into different categories to provide a ground for comparison. 

Figure 5-1 is a compilation of the rationales for companies to engage or not engage in green 

building and certification systems. Each point will be further explained in the following chapters. 

Note that there is no specific order with regard to importance.   

Reasons for Green Building 

In this section we will stepwise explain Figure 5-1 and the motives to engage with green 

buildings.   

Business Opportunity 

The primary reason for using green building practices relates to savings in resources which also 

result in operational savings, e.g. lowered water and energy costs (Lockwood, 2006). The 

investment is long lived and the accumulated resource savings are attractive, especially in 

relation to speculation about increasing energy prices. (Kubba, 2010).  

Eco Friendliness 

The energy and water savings reduce the carbon dioxide emissions associated to those sources, 

leading to a smaller carbon footprint (Yudelson, 2009). 

Improved Work Environment 

Green features (e.g. better use of daylight, prevention of hazardous materials, individual climate 

controls, reduced noise pollution) can raise the comfort level of people in a building and have 

positive effects on productivity (Lockwood, 2006). Improved accessibility of green buildings 
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by several means of transportation can enhance the attractiveness of a workplace (Kubba, 

2010). 

Government Intervention 

Governments can regulate, subsidize or provide monetary/non-monetary incentives to 

motivate green choices. For example property tax abatements for green building exist in some 

parts of India (GRIHA, 2012). In Hyderabad, certain green building measures are incentivized or 

regulated. Examples include mandatory rainwater harvesting for new buildings matching specific 

Figure 5-1: Secondary Research Results. The secondary research results categorized according to 

reasons for green building, reasons against green building, reasons for certifying and reasons 

against certifying. The dashed line indicates partial overlap between categories, i.e. some reasons 

for certifying might also serve as reasons for green building, and vice versa.  

 
Business inertia 

 High initial costs  

 Perception of high initial costs  
 

Awareness 
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criteria, tax abatements for installing solar heating and lighting systems and increasing setback, 

i.e. the distance from a building to its surrounding roads, rivers or structures (HMDA, 2009). 

Reasons against Green Building 

In this section we will further explain Figure 5-1 and the motives to reject green building 

concepts. 

Business Inertia 

Despite being aware of the long-term benefits, economic limitations reduce the ability of 

companies in developing countries to make the higher initial investment (Egbu, et al., 2009). 

Another obstacle can be the perception of higher investment costs (Yudelson, 2009). 

Awareness 

Some actors lack of knowledge about benefits (Yudelson, 2009). This partially stems from 

scarcity of data on construction costs, time requirements and payback times (Kubba, 2010). 

Split Incentives 

The divergent incentives of landlord and tenants can act as an impediment when 

implementing e.g. energy saving technology (IEA, 2007). One actor will be reluctant to pay 

higher investment costs for benefits reaped by the other actor (Yudelson, 2009). 

Market Limits 

Another difficulty for engaging in certification systems, especially noticeable in places where 

green building concepts are new, is the shortage of service providers, especially in developing 

markets (Kubba, 2010).  

Reasons for Certifying 

In this section we will further explain Figure 5-1 and the motives to engage with certification 

systems.   

Business Opportunity 

In some cases customers are willing to pay higher prices in order to rent or buy certified 

buildings, increased profitability (Yudelson, 2009). 

Marketing Benefits 

Green building can provide marketing benefits, especially for companies who intend to signal 

an environmentally friendly image. A dedication to sustainability can gain the interest of 

stakeholders, including future employees (Yudelson, 2009). A study by Gauthier & Wooldridge 

(2012) showed fad characteristics in certification systems, which was shown by target 

companies imitating other companies selling to the same customer group. One reason for the 

imitation can be marketing benefits, especially if imitated companies have successful business 

models. 
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Communication of Standards 

Certification systems can act as a communication tool within a company, between companies 

and between a company and its customers. Even if a certification is not actively marketed, it 

can act as a helpful communication tool, because a certification acts as a proof of alignment to 

a set of standards (Lockwood, 2006). 

Between companies, certification systems have increasingly been used as design guidelines at 

the design stage of projects. The easy checklist provided by certification systems create a simple 

guideline that can be used by designers, developers and owners to communicate and decide on 

project focus and layout (Kajikawa, et al., 2011). 

Expected Government Intervention 

Aside from present encouragements, some companies might be encouraged to build green 

because of forecasted regulations mandating green building measures (Glavinich, 2008). Since 

future laws are more likely to follow a systematic approach rather than arbitrary green building 

measures, the concept favors certification in addition to plain green building measures. 

Philosophy 

Companies can engage in green building practices independently and freely, due to strategic fit 

with company visions or goals (Gauthier & Wooldridge, 2012). 

Reasons against Certifying 

In this section we will further explain Figure 5-1 and the motives to reject engagement in 

certification systems.    

Business Inertia 

Many decision makers are not convinced that green building increase return of investments 

which make them hesitant to such investments (Kubba, 2010). Furthermore, certification systems 

tend to pay little attention to the financial efficiency of projects (Kajikawa, et al., 2011). 

Complexity 

A main obstacle is the perception of the organized green building as a too interdisciplinary 

process, increasing the complexity and amount of people involved (Kubba, 2010; Yudelson, 

2009). The perception of the actual certification as a time consuming and complicated process 

can also act as a barrier (Yudelson, 2009).  

A possible obstacle is also scarcity of information regarding the credit system, the 

documentation process and registration of projects (Potbhare, et al., 2009). In close relation, 

ambiguity arises in the presence of certification systems that are overly comprehensive, compare 

qualitative data, use unclear weighing and lack financial evaluation. The ambiguity is amplified 

when different systems assign different value to specific aspects of green building (Kajikawa, et 

al., 2011; Wallhagen & Glaumann, 2011).  
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Marketing Risk 

With several definitions of what is green, companies can pick and choose the suiting label, with 

less regard to actual content. Ambiguity regarding green concepts increases the risk of 

greenwashing, i.e. deceptively manipulating the perception of a company or product as 

environmentally friendly (Wallhagen & Glaumann, 2011). If clients perceive certifications as 

means for greenwashing, companies will presumably be reluctant to engage in them. 

Contextual Misfit  

Cultural, social and political factors can act as double-edged swords, promoting and obstructing 

certification systems. For example, government plans to promote green building in developing 

countries have often faced social and economic problems and have been unsuccessful in gaining 

societal acceptance (Potbhare, et al., 2009). Ling & Hoi (2006) are similarly concluding that 

foreign construction companies are more successful in India if they respect local norms, culture 

and traditions.  

5.1.2. Primary Research 

The data gathered from the field study has been compiled into the same four main categories as 

the secondary research results: Reasons for green building, reasons against green building, 

reasons for certification and reasons against certification (Figure 5-3).  

Note that the responses partly are dependent upon the respondents own reasons, partly upon 

reasons they perceive others to have. This allows us to acquire valuable second hand data about 

actors’ surroundings and thereby expand the data range. This also means that one company can 

appear in all four categories of answers.  

Each respondent is assigned with an abbreviation (Figure 5-2). 

Throughout the text we are continuously referring to the sources of 

the information. In a few cases, we considered the information 

sensitive enough to leave the sources out. Property owners represent 

the owners or leasers of a building. In this study, all property owners 

are in fact private enterprises, i.e. not individuals. The facility 

managers represent actors responsible for the maintenance of 

existing buildings and coordination of the construction process of 

new buildings.  

Again, we want to stress the close relationship between applying green concepts and certifying. 

For example the motive of high upfront costs is not only a barrier for green building, but also a 

barrier for certifying; in order to reach certification level additional green building measures 

most likely have to be implemented. However, this motive has been placed under “Reasons 

against green building”, the rationale being the up-front costs are directly related to green 

building measures and not the certification itself. Similar logic can be applied to other data in the 

figure (Figure 5-3). 

A = Architect 

B = Builder 

P = Property owners 

F = Facility Manager 

E = Expert 

Figure 5-2: Abbreviations 

for Respondents. 
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Reasons for Green Building 

A major reason behind the green building movement was found to be a genuine concern about 

environmental problems (A1, A2, A3, B1, B2, B3, E3, E5, P3).  For example concern for low 

levels of ground water in the area (A2, B1) and careless use of resources due to public perception 

of an infinite stock of energy (A3). According to experts, this is partly an effect of the voluntary 

model IGBC uses; actors that get involved voluntarily are more committed (E3, E5). However, 

many of the actors who expressed this concern were in fact rejecting certifications. Further, some 

actors were working actively to change other’s preferences and spread knowledge about the 

benefits of green buildings (A3, B1, B3, P3).  

Figure 5-3: Primary Research Results. The main results categorized according to reasons for green 

building, reasons against green building, reasons for certifying and reasons against certifying. 

Within each category, company results (Comp) are distinguished from expert results (Exp). The 

results are sorted according to total amount of respondents reporting the issue (Comp+Exp). The 

dashed line indicates partial overlap between categories, i.e. some reasons for certifying might also 

serve as reasons for green building, and vice versa. 
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Genuine concern        7               2         
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Spread knowledge    4           
 
Achieving leadership   3  
 
Latest/future products  3 
 
Care for cultural heritage   3 

 

 

Comp     Exp 
 

High initial costs     9              3 
          
Decision makers’ unawareness 7              1 
 
Lack of client demand     5              1  
 
Low market competency     2              2 
 
Landlord-tenant dilemma  3 
 
Aesthetically non-impressive     2 

 

 

Comp     Exp 

Communicate to stakeholders   8              2 
 
International platform   5              2 
 
Inspire employees    3 
 
Follow correct green principles   3 
 
Price premium added   2 
 
Increased brand value    2        
 
Forecasted regulations    1 

 

Comp     Exp 
 
Contextual misfit     4              3 
 
Complicated process    5              1 
 
Leap in knowledge     5 
 
Flaws in certification system    3          
 
Unclear intangible benefits    1 
 
Disabling “cutting corners”    1 
 
High cost of certification    1 

 

 

 

4 

2 1 



 

 

39 

 

Another major reason was found to be lower operational costs as a result of energy and water 

conservation (A2, A3, A5, B1, E1, E3, P1, P2, P3).  

Improved working environment was another reason to apply green measures (A2, B1, E3, P1, 

P2). For example green building increases health and productivity of employees (P1) and 

raises morale among employees (B1). E3 explained that the early movers engaged because of 

operational savings and after a while also acknowledged the enhanced working environment.  

Some of the most prominent actors mentioned green building was a part of their leadership 

strategy, but in different ways (A5, B1, P3). A5 strived to keep a market leading position as a 

large architect and offered a wide range of products. P3’s industry sector had a large need for 

electricity, which was why they sought to conserve energy and serve as a role model for the 

industry. B3 was a refined green building developer which sought to break new grounds in the 

residential sector.  

Some actors mentioned preparing for the future market (A2, P1) and being able to offer the 

latest products (A5) as reasons. For example P1 suggested that green building is the “next 

thing”; you either adapt or fall short in the market of tomorrow.  

A group of architects mentioned cultural heritage as a reason for building green, referring to 

old Indian design concepts e.g. natural ventilation and lighting (A2, A3, A4). One architect went 

further and encouraged limited use of e.g. air conditioning (as air cooling systems are quite 

enough) and drying machines (as clothes easily can be dried in the outside weather).  

Reasons against Green Building 

A major group of companies mentioned high initial costs (A1, A2, B3, B4, E1, E3, E4, P1, P2) 

or the perception of high initial costs (A3, A5, B3, E1, E3, E4, P1, P3) as reasons for avoiding 

green building. A couple of our respondents explained they are able to build green at the same 

price or even cheaper than building conventionally. However, they (and many others) underlined 

that a major obstacle for others is the perception that green buildings are more expensive, 

implying the major problem today is not the cost itself, but the fact that the knowledge about the 

current costs are lagging behind. For example E4 explained cost of materials and services have 

been lowered to the level that almost no actor should perceive it as an obstacle today. Even so, 

the current costs are often too high for smaller actors with limited financial capability (A1, A2, 

A3, A5, E3). E3 argued even a margin in the range of 3-5% is too high for some actors in a 

competitive building industry to financially motivate green building.  

Closely related to this was lack of knowledge among decision makers (A1, A2, A5, B1, B2, 

B4, E5, P2), which in this case is the architects, developers and private owners. For example 

architects are vital in the transformation and need to increase their competency in green building 

processes (E2).  

A third obstacle was the lack of demand from clients (A1, A2, A4, B2, B4, E5). For example 

the main obstacles for growth of green buildings are the low awareness levels among consumers 

(E5). A vast majority of clients are demanding Vastu, while no clients have asked for the green 

building services provided (A2). For a more comprehensive demand structure, see Figure 5-6. 
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The landlord-tenant dilemma was confirmed among the private owners, who all three had 

direct experience from leasing office buildings (P1, P2, P3). Indeed there were split incentives 

among the parties involved, but maybe more prominent was the coordination problem in the 

practical everyday-work that arises. For example the construction of one green building required 

five decision making parties (IGBC, company project team, facility manager, architect and 

builder). Even though all three companies confirmed this to be complicated, it resulted in no big 

conflicts or failures.  

Some respondents mentioned low market competency as an obstacle for growth of the concept 

(A5, E2, E4, P3). For example it is the main obstacle for spreading of green building concepts 

(E2, E4) and especially prominent among architects (E2).  

Two respondents perceived certified green buildings in India as being aesthetically non-

impressive (A2, A3). For example the certification movement has brought the wrong impression 

about how a green building can be designed.  

Reasons for Certifying 

A majority of the companies reported communication of commitment to stakeholders as being 

a reason for certifying (A5, B1, B3, B4, E1, E3, F1, P1, P2, P3). A third party proof can 

convince customers that the company’s products are serious (B1), provide satisfaction to 

company owners (B1), prove commitment to employees (P1) and to foreign markets (P1, P2, 

P3). A couple also mentioned increased brand value (A5, F1). E3 explained the marketing and 

communication benefits were strong driving factors in the beginning of the certification 

movement, while during later years, operational benefits and increased employee productivity 

emerged as equally strong drivers.  

Many of the companies had a clear relationship to developed markets outside India. For these 

actors certifying their buildings is a strategic choice directly derived from an internationally 

based strategy (A5, B4, F1, P1, P2, P3). This “international company effect” was confirmed by 

experts (E1, E3). Either these actors came from abroad and expanded into India, or they 

originated in India and expanded internationally. For example especially in the beginning, 

certifications were popular among international actors (E3, F1), certifications provide proof of 

high construction standard when establishing in the Indian market (F1), IGBC-certifications are 

internationally recognized and thus a clear benefit when communicating green commitment to 

consumers in developed markets outside India (P3). 

Three of the respondents mentioned that the certification label had a positive impact on 

employees (B1, F1, P1). For example the label communicates a shared goal and increases 

ambitions (B1) and increases satisfaction when arriving to work (P1).  

Some of the respondents also explained that the certification gave assurance of correct building 

processes, in accordance with good principles (B1, B3, F1). For example the certification can 

provide a structured approach to building (F1) and bridge the leap in knowledge required to 

achieve a high standard green building (B1).   
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A few respondents reported of a price premium associated with the certification label (A5, B4). 

For example the label can attract international clients and allow higher rents (A5). One company 

further justified their commitment to certifications by forecasting for future government 

regulations (A5). According to them, the government has already begun taking actions and 

future regulation will likely take a form similar to certifications.  

Reasons against Certifying 

Many companies, and their clients, perceived the process as being complicated and time 

consuming (A1, A2, A5, E4, P1, P3). The documentation handling can be a time consuming 

process, especially if the partners are new and not accustomed to the process yet. Nowadays the 

process is running smoothly, but whenever dealing with new partners, the documentation 

problem arises (P3). In general, companies are calling for a less complicated process (E4).  

Another barrier for certifying was the leap in knowledge required to handle new technology, 

new suppliers and building standards (A1, B1, B3, P2, P3). For example B3 reported it was hard 

to find new suppliers and use new methods. An interesting example was given by P3. P3 turned 

to a local vendor who recommended conventional technology instead of green. So P3 instead 

turned to a foreign consultant to acquire the green technology. P3 created a green solution that 

turned out to be cheaper than the conventional technique which the vendor had recommended. 

As a result, the local vendor now encourages the new green technology. Thus, P3 broke the 

barrier for the industry. 

A strongly opposing factor to certification was due to contextual misfit problems, especially 

prominent among the architects (A2, A3, A4, F1). This misfit was also acknowledged among 

experts (E2, E3, E4). Among the actors opposing certifications, there was an underlying feeling 

that the certifications do not serve the real cause - that it is rather just a business model. Notably, 

this perception was coming from actors who were well educated about the certifications. For 

example one actor strongly encouraged locally adapted certification systems. Every country 

should create locally adapted certifications depending on the climatic zone and local conditions. 

One of the architects was opposing certifications as a concept, i.e. all kinds of certifications, and 

made the following analogy: 

“For example, whether you certify Mahatma Gandhi or not with any certification system of 

your choice, he would still be a great man to the Indian people.” 

(Ax) 

A prominent market actor with substantial involvement in certifications was expressing a 

concern that traditional Indian values tend to be overrun in the green building process. To 

explain this view, they gave an example: A common feature in modern western designs is to 

construct large parts of commercial buildings in glass. Traditional Indian designs would not use 

this concept, as the glass allows light in to heat up the inside of the building. The increased heat 

will induce a higher load on the cooling system, justifying the use of air-conditioning. (In a 

traditional Indian design, natural ventilation would have been quite enough.) As a result, the 

building’s energy consumption rises. Further, frequent power stoppages force most companies 
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and residential building owners to switch to diesel backup-generators. In similar fashion, other 

actors implied the role of the recently launched, western based certification system needs to be 

evaluated in the light of this cultural conflict. However, they were also stressing the importance 

of development and the benefits that comes with it.  

Among the experts working with the certifications we found a slightly different approach to this 

cultural misfit problem. For example architects are playing a central role in the building process 

and thus also in the spreading of green building certifications. Many still lack competency to 

design on certification level and this constitutes a problem for growth (E2). While many actors 

want to build green, the definition of green varies across the industry. The main problem for 

certifications is organizational; compared to some years ago, there are more stakeholders 

involved already in the design stage of the building. Some actors have to adapt to increased 

cooperation earlier in the process (E3). Architects have a creative gene to which certifications 

need to be sensitive (E4).  

“Among architects, the certification process can be perceived as measuring the amount of 

color in a work of art. It has to be clear certifications are measuring the engineering of a 

building and not the aesthetics.”   

(E4) 

In another type of contextual misfit, some of companies mentioned flaws in the certification 

system (A3, B1, B3) as a problem. B1 and B3 experienced minor technical conflicts that were 

discussed with IGBC. A3 criticized the point systems to encourage energy consuming devices 

like air conditioning instead of traditional, low energy techniques such as natural ventilation. As 

an example, a project using only solar energy will not be appointed more points than a project 

running on 20 percent renewable and 80 percent non-renewable energy.  

One company mentioned it was difficult to explain the long-term, intangible benefits coming 

from a certification, such as employee satisfaction and brand value (F1). One company also 

mentioned the third party control disables actors from “cutting corners” to reduce costs (A5). 

For example a builder can market a product as being of highest standard, but the materials used 

are not living up to the statement. A third party control will prevent that from happening, which 

according to A5 is an obstacle for the expansion of certifications. One actor also mentioned high 

cost for the certification (A3) as an obstacle. Another company mentioned the risk of losing 

investment when the market is not able to pay the premium, as during the last financial crisis 

(B4). 

5.1.3. Combining Secondary and Primary Research 

In order to determine how the main results differ from previous results in literature, we can filter 

out the primary results which are not covered in the secondary research (see Figure 5-3 for 

primary research results and Figure 5-1 for secondary research results). As we do this, the 

following results are acquired (see Figure 5-4). As the filtering shows, several results are 

uncovered by previous literature. Below, we will discuss the more prominent ones and why 

primary results have uncovered them.  
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Primary research results are indicating a genuine concern for environmental degradation and a 

desire to spread knowledge and change other’s preferences, as a primary reason to engage in 

green building. This is closely related to what secondary results have labeled as company 

philosophy (see Figure 5-1). However, primary results are bringing a qualitative perspective 

which illuminates the concern among company founders, directors or employees which lie 

behind the company philosophy, or even lie separate from it. The company philosophy can be 

attributed to the respondents’ concern, which in turn can be attributed to the respondents’ 

sustainable preferences. Thus, the study shows the presence of the sustainable preferences which 

theory is calling for, but secondary research is missing. Further, the primary results show there is 

a will to spread knowledge and change other’s preferences to become more sustainable.  

The international platform-effect and leap in knowledge are indicating that green building 

certifications processes (related to IGBC) are accompanied by a high standard of building. Their 

absence in secondary research results might be an effect of previous research not covering 

developing countries. As results are indicating, the overall standard of buildings in developing 

markets is generally lower than in developed markets, thus increasing the gap to the high 

standard related to IGBC-certifications. Further, since IGBC-certifications are internationally 

known, the international company-effect might be directly related to the India-specific context in 

this study. 

Figure 5-4: New Results. Primary results not covered by secondary literature research. The 

dashed line indicates partial overlap between categories, i.e. some reasons for certifying 

might also serve as reasons for green building, and vice versa. 
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5.2. Institutional Characteristics 

This chapter will try to answer research question 3: To what extent does the institutional 

attributes of green building certifications contribute to sustainable development? By using 

results from the previous chapter, as well as additional results, a thorough discussion on green 

building certifications as an institution will be presented.  

5.2.1. Green Building Certifications as an Institution 

The role of IGBC can be viewed in the light of institutional theory. Figure 5-5 shows how the 

institutional surroundings of IGBC can be visualized. Further readings can be eased by using this 

visualization. A thorough explanation of the figure will follow, as we systematically will treat 

each type of institution.  

 

 

Conventional Building Institution 

In the background is the conventional building institution (grey). Actors following this institution 

are building conventional buildings with no consideration to green features. It consists of all 

different types of institutions, including laws, culture, norms and rules. This conventional 

institution is gradually being phased out, e.g. green building regulations are being enforced on 

Figure 5-5: Visualization of Building Institutions. This is a visualization of certifications as an 

institution (dark green), and its institutional surroundings (green building institution, light green; 

conventional building institution, grey). The numbers represent amount of respondents belonging to 

each institution (see Appendix B). ‘Awareness levels’ are indicating that actors can be aware (A), 

somewhat aware (B) or unaware (C) of the adjacent building institution. 

Respondents 

Aware actor 

Not aware actor 

AWARENESS LEVELS 

PUBLIC/PRIVATE 

CENTRALIZED/DECENTRALIZED 

GREEN BUILDING 

INSTITUTION 

CERTIFICATION 

INSTITUTION 

PRIVATE 

CENTRALIZED 

PUBLIC  

CENTRALIZED/DECENTRALIZED 

3 

2 

13 

B 

C 

A 

CONVENTIONAL BUILDING 

INSTITUTION 

Somewhat aware actor 

0 

0 

0 
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government level. However, a majority of the present buildings arguably were built under this 

institution.  

Results are indicating a dilute and ill-structured conventional building institution (A2, A3, 

E2, E3). For example the market is characterized by high transactions costs and new concepts are 

not easily transferable (A2). The requirements on becoming an architect are not as high as in 

certain developed countries, thus education level, competency and sensitivity to new concepts 

vary (A2, E2). Further, the building community is scattered and the gap between highest and 

lowest level of standard is very large compared to a developed market (E3). 

Green Building Institution 

Within the conventional building institution, a green institution is evolving (light green). The 

boundary between the conventional building- and green building institution is not clearly 

defined, but actors following the green building institution are incorporating green features into 

their designs. The degree of green involvement and methods used varies. This green institution 

mainly includes government legislation (e.g. ECBC and rainwater harvesting) and building 

culture (e.g. parts of Vastu and natural ventilation), but also rules (e.g. certifications) and to 

some extent norms (e.g. green areas around the building), and thus constitutes a mix of all 

institutional types.  

Results are pointing at a relatively small green building institution. Respondents argued general 

awareness levels about green concepts are low, indicating awareness about this green 

institution is relatively low compared to the conventional. Public awareness is low to very low, 

while the professional awareness is higher (A1, A2, A3, A5, B1, B3, P2).  

Results are also indicating that the green building institution is growing. The awareness is 

increasing in all groups (A1, A2, A5, B3, F1, P2, P3). The range of materials, number of local 

vendors and level of technology is increasing (A2, A5, B1, B3, E2, E5, P2, P3). As a result, the 

costs of green building are decreasing (A2, A5, B1, B3, E2, E3, E5, P2, P3). For example 

European brands have started entering the Indian market shortening the transport distance and 

bringing technology (B3). The number of green projects is increasing (A4, A5, B3, B4, F1). As 

B4 argued, green building is ‘the order of the day’.  

Green Building Certification Institution 

Within the green building institution, the green building certifications can be found as a private 

centralized institution (dark green). Referring back to Ingram and Silverman (2002), as a ‘super-

organization’, IGBC is generating and enforcing rules which the included member companies 

have to follow, yet any involvement in the institution is voluntary. The private centralized 

institution includes both formal requirements in the certification as well as other institutional 

mechanisms generated by IGBC as a central organization in the network (e.g. through 

performance of educational measures and feedback to further develop the certifications).  
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Although IGBC and its certification are not yet widely spread, the institution is growing. Results 

are highlighting the strategically important role IGBC is playing in the spreading of green 

building concepts in general.  

A majority of the respondents, including those not involved in certifications underlined the 

important role IGBC is playing in the growth of both the green building institution and the 

certification institution (A2, A3, A4, A5, B1, B3, F1, P1, P2, P3). For example, a majority of 

current awareness on green buildings has been raised due to the work of IGBC (A3, A5). 

Further, IGBC lower the transaction costs and provide information on materials and suppliers 

(B1), bring expertise (P2) and increase awareness through educational actions (A1).  

However, many actors were also expressing doubt about the viability of the voluntary model 

in driving an industry transforming (A1, A3, A5, B3, P1, P2). For example the growth or 

stagnation of the certification institution is an effect of top managers’ strategic decisions (P2). 

The voluntary model requires an informed market to work properly (P2). In a badly informed 

market the role of voluntary IGBC-certifications often is unclear in relation to mandatory 

government regulations (A1).  

In contrast, experts perceived the voluntary model as the most viable in the Indian context 

(E1, E3, E5). For example commitment problems can be avoided (E1, E3, E5) and it reflects a 

truer picture of the current interests of the market (E1, E3). While there is little difference 

between highest and lowest levels of building standards in Europe/US, the difference is vast in 

the Indian market. IGBC-certifications are following standards used in developed markets, while 

many actors in the Indian market are still are used to much lower standards. This gap in 

standards makes government enforcement of green building certifications hard or impossible to 

achieve. This is a typical problem faced by actors in developing markets (E3). Further, the ability 

of the Indian government to enforce laws is considered as weak in contrast to Europe or the US 

(E1, E3). This societal attribute can partly be derived to colonial heritage (E1).   

Interplay between the Building Institutions 

Theoretically, any building, or any actor within the building industry should be covered by these 

three institutions. With this said, not all actors are aware of the three institutions. For example an 

actor building according to the conventional institution can be aware (A), somewhat aware (B) or 

unaware (C) of the green building concepts (see Figure 5-5). The dashed lines are showing these 

awareness levels within each institution. The same applies to actors within the green building 

institution: they can be unaware, aware or somewhat aware of IGBC-green building 

certifications.   

Actors can move from one institution to another. A prerequisite for the movement is awareness 

about the institution the actor is changing to. As we can see, the respondents in this study are 

mainly acting within or very close to the certifications. This tells us something about how we 

should interpret the results; thirteen of the respondents were directly involved with the 

certifications and thus had a deep, but perhaps biased, perspective on impediments and 

possibilities for system growth. 
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Three of the actors were not engaging, but were very educated about the certifications and made 

an active choice not to engage with them. Hence, these actors had a valuable perspective on 

obstacles which might only be visible from a position “outside” the institution (see Figure 5-5). 

As experienced in this study, these aware outside actors can be hard to reach when approaching 

them from inside the institution which they actively seek not to engage with. Because of their 

view of the institution from the outside, and their active choice to not engage, their perspective is 

very valuable. Further research should be focused in finding more aware outside actors, perhaps 

by taking a more neutral research approach, i.e. independent from the certification institution. In 

this study they constitute only a small part of the respondents, but because of their valuable 

position, the analysis embraces their perspectives. Further, two of the actors did not engage and 

had limited awareness about the certifications, thus making less of an active choice than the 

aware actors (see Figure 5-5). 

Taking it further, actors do not have to move between institutions for the institutions to affect 

each other. Even though actors’ positions are treated as fixed, there is an exchange of 

information between these actors. Results are showing that the institutions are indeed affecting 

each other on a more abstract level, independent from actors’ actual movement between the 

institutions.  

For example the government is positively affected by the work of IGBC and is supporting the 

green building movement (B4, E3, E4, E5, P3). The government has also created an alternative 

approach called ECBC (Energy Conservation Building Code) which both influence, and is 

influenced by, the IGBC- and GRIHA-certifications. These three systems are indirectly 

interconnected, e.g. raising the requirements in one system will often result in increased 

standards for the other two (P3). Government regulations increase awareness about green 

building and thus also certifications (E3, E5).  

Further, results indicate that certifications are increasing overall building standards (A2, B3, 

E3, F1). For example, green building certifications are pushing the parameters which constitute 

how a building should be constructed (B3), IGBC-certifications bring a more structured 

construction process to India (E3, F1) and there is a constant exchange of information between 

the certification institution and green building institution (A2), indicating standards also are 

increasing in institutions adjacent to the certification institution.    

Demand Structure within the Certification Institution 

This section is concerned with showing what type of actors that are attracted to the green 

building certification institution in Figure 5-5. The chapter confirms some of the tendencies in 

demand structure identified in the foregoing chapters. Figure 5-6 breaks down the demand into 

different categories based on the information from the companies and experts. 

To begin with, we can distinguish between small scale projects and large scale projects. Many 

respondents were confirming the fact that green concepts are more applicable to large scale 

projects (A1, A2, A5, B3, E4, F1, P3). For example large scale projects can distribute costs and 

reap larger relative benefits from saving water and energy (A2, B3) and current government 
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incentives are focused on large scale projects (A5). A main obstacle for small projects is the high 

costs of green consultants (E4). 

A vast majority of green building concepts were being applied to the commercial sector, while 

not as much in the residential sector (A1, A2, A5, B1, B3, B4, F1, P1, P3). There is no specific 

demand among private residential customers for green homes due to e.g. expansive city growth 

(B4). The awareness is low and they need to be educated through marketing efforts in order to 

sell the products (B1, B3). The relative benefits are much larger within the commercial sector 

(A5, P1). However within the residential sector, respondents were noting that the high end 

segment was more aware and more sensitive to the concepts than the low end segment (A5, B1, 

B2, B4). For example high end segments customers are more educated, more responsive to the 

concepts and willing to pay to receive the benefits (B1, B2). 

Further, we can distinguish between companies following an international strategy and domestic 

strategy. In general, companies following an international strategy are asking for IGBC-

certifications to meet sustainability- and construction requirements on developed markets (A5, 

P1, P2, P3).  

In addition to this, we can divide between internationally based companies establishing in 

India (the case of P1, P2) which traditionally have been major customers for certifications, and 

domestic companies expanding internationally (the case of P3) which is a growing type of 

customer of certifications. Domestically based companies with a domestic strategy are not as 

Demand for 
certifications 

Large scale 
projects 

Commercial 

International 
strategy 

Internationally 
based 

IT-sector 

Domestically 
based 

IT-sector 

Domestic 
strategy 

Residential 

High end 
segment 

Low end 
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Small scale 
projects 

Figure 5-6: Demand Structure. Demand structure showing demand for certifications. Higher 

demand is shown in black color and lower demand in grey color. The demand is based upon 

qualitative data from respondents.  
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fond of the concept of green building, but this sector is slowly picking up pace (according to A2, 

A5, P2).  

Finally, among the companies following an international strategy, respondents argued there is an 

apparent demand from IT-companies (A2, A5, B4, E3, F1, P2, P3). For example the most 

frequent green customers are large IT-corporates (A5). IT-companies are indeed sensitive to the 

green concepts of saving energy since they are dependent on large amounts of electricity for 

running and cooling the servers (P3). IT-companies are also sensitive to increases in productivity 

since manpower costs are relatively high (E3). However, the “IT-effect” might be ostensive; IT-

companies require large spaces and expand rapidly, which might be the true cause behind the 

seemingly large impression left on architects, builders and green concepts (P3).  

5.2.2. Institutional Characteristics Contributing to 

Sustainability 

When applying the theoretical framework for sustainability, the case of green building 

certifications becomes interesting for two main reasons. Firstly, this institution makes actors 

voluntarily reduce long-term environmental externalities, in contrast to e.g. a Coasian emission 

trading system where government intervention is required. Secondly, it is spontaneously created 

in the Indian market, thus demonstrating a real example of Ostrom’s grassroots movements 

(2012) and a way of facing institutional diversity (2005) when dealing with environmental 

problems on a global scale. Figure 5-7 shows the role of IGBC-certifications’ when applied to 

the theoretical framework. 

We have good reasons to believe the certifications are reducing long-term externalities e.g. by 

lowering emissions from energy creation. However to which extent this is true is outside the 

scope of the empirical study. Instead the focus here is to illuminate the institutional 

characteristics which make the reduction of long-term externalities possible. Figure 5-7 the scope 

is shown as a dashed rectangle. The analysis will now systematically treat the factors within this 

scope.  

Low Administrative Costs 

IGBC constitutes a super-organization which was spontaneously created in the market, and more 

importantly, in what can be seen as a short-term efficient market. An insufficiently high level of 

human capital, sufficiently low level of transaction costs and clearly defined and enforced 

property rights are creating the seedbed for this type of institution (see Figure 5-7).   

In other words, a short-term efficient market fosters a long-term efficient market mechanism. 

Thus, we argue against the findings of Gustafsson, 1998; Bishop, 1993 and Common & Perrings, 

1992, that efficiency and sustainability are incompatible, and instead argue that short-efficiency 

can lead to sustainability (long-term efficiency). As a result of this, even though neoclassical 

economics seems hopelessly blind to the surrounding ecologic system, the sophisticated tools to 

explain short-term efficient markets can be a major contributor in achieving long-term solutions.  



 

 

50 

 

As some experts mentioned, the low administrative costs of this institution are closely related to 

the voluntary model. A mandatory model would require enforcement of some kind, especially in 

a developing market where the government role is fragile, the variation of standards is high and 

the rationale to ‘cut corners’ is imminent (see Figure 5-3).  However, even in a voluntary model, 

enforcement of some kind is required to ensure that certified buildings stay “green” after 

certification.   

Figure 5-7: Certifications Applied to Theoretical Template. When applied to the theoretical 

model, IGBC-certifications take the role of a market created, private centralized institution, i.e. 

dependent on short-term efficient factors (transaction costs, property rights). This institution also 

possesses several of the attributes required to achieve long-term efficiency. The dashed rectangle 

represents the scope of the study.  
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Notably, in contrast to theory, and implying high administrative costs, nearly every respondent 

called for increased government action to drive the industry transformation (A1, A2, A3, A5, 

B1, B2, B3, B4, F1, P1, P2, P3). For example government action is a starting point for a more 

uniform spreading of the concepts (A3). A combination of regulations and non-monetary 

incentives are needed (A5, B3). Government regulations should target large actors, while 

incentives should target small actors with limited financial capability (P3). Incrementally, the 

legislation should then grow to also include smaller actors. Notably, even those who had limited 

involvement in green building and certifications suggested increased regulations, partly referring 

to their own inactivity. Also, the actors most critical to the certifications were promoting 

government action as a way forward for all parties.  

However, in line with theory, many respondents also stressed the demand side approach; the 

need to educate the public and change their preferences towards being more sustainable (B1, B4, 

P3, E1, E3, E4, E5). For example developers will only respond if there is a demand in the market 

(B4), increase focus on financial analyses and use of a lifecycle perspective to illustrate the 

benefits (E4, P3) and focus on educating students and children since they tend to educate their 

parents and relatives (B1). However, there is also clear doubt in the demand side approach. CII is 

a network for professionals, which makes it hard to reach the public (E4), and IGBC have 

limited resources to educate the public and is more efficient when reaching out to professional 

actors (E3). 

Contextual Fit 

In order to deal with the problem of institutional diversity, theory is suggesting local solutions 

and grassroots movements. In the case of IGBC it is a combination of the two, as local 

entrepreneurial forces took the initiative for this institution in India. However, the first version of 

certification was an imitation of its U.S. counterpart. As theory is predicting and results are 

showing, this imitation gives rise to a special type of contextual misfit.  

Although only a few actors highlighted the problem, the cultural aspect seemed particularly 

important to these respondents. It seems the problem stretches beyond ‘reasons for’ and ‘against’ 

certifications, into a feeling to care for cultural heritage and values deeply embedded in the 

institutional structure. There were three respondents actively rejecting the certifications (see 

Figure 5-5) and all three brought up the same problem to discussion. These actors were architects 

closely bounded to cultural design institutions e.g. natural ventilation and Vastu. Ultimately, the 

success of this institutional transfer is dependent upon how well it gains acceptance among 

actors like these. However, the concern that Indian values tend to be overrun was also present 

among actors involved with the certifications, including experts. Two conclusions can be drawn 

from this: (1) the cultural misfit is not isolated to a group of architects but instead stretches 

across both the green building institution and certification institution and thus (2) to grow the 

certification institution, the cultural misfit problem does not necessarily have to be eliminated 

(however, it seems to slow the growth). 

Further, the relationship between technology, externalities and the role of certifications can be 

perceived differently across groups. Sometimes the relationship is ostensive. Increased 
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technology and foreign designs can be perceived as the cause of increased energy consumption 

and emissions, and the role of certifications is to increase building efficiency and promote the 

latest technology. Thus, certifications are in the middle of the cultural conflict: either they can be 

perceived to help the cause and lower energy use, or they can be perceived as “washing” the 

technology and foreign companies to seem more environmental friendly and not serve the real 

cause.  

Sustainable Preferences 

The ability of a private centralized institution to change preferences is a function of its ability to 

inform and educate actors in its surroundings. Many of the respondents testified that a reason for 

involvement in green building institutions in general (not only certifications) is a concern about 

the environment and nature’s ability to support society, thus demonstrating their own sustainable 

preferences. Further, the concern was often accompanied by the will to change other’s 

preferences to be more sustainable. In Chapter 5.1.3. (Combining Secondary and Primary 

Research) it is shown that this result is not covered by the previous literature. To some extent, it 

is covered by the factor “company philosophy” in secondary research, as many of the actors 

incorporated their personal concern into their company strategy. This is very important to note. 

However, in these cases we could clearly separate a personal concern related to individual 

preferences, from a more general company philosophy. Perhaps the qualitative depth in this 

study was able to illuminate this aspect better than earlier.  

With this said, we should question the institutions ability to generate preference change. Is the 

preference change (1) an attribute of the actors joining the institution or (2) an inherent 

institutional characteristic? While an inherent institutional characteristic applies to all actors 

serving under the institution, an actor attribute should be limited to one actor or a certain group 

of actors and operate independently from the private institution (e.g. “driving spirits”).  In the 

case of IGBC, we can argue for both. 

The ambition to inform and educate others was shared by actors from both the certification 

institution and green building institution. Further, not all actors within the certification institution 

(nor the green building institution) where seeking to actively inform and educate. Thus, the case 

of (1) is strengthened because it is not an attribute limited to actors within the certification 

institution, nor do all actors under this institution share this attribute. This indicates the 

preference changing actors rather are “driving-spirits”, pushing for change either within the 

certification- or green building institution. To argue for (2), the certification is per definition a 

tool of information. All actors under the institution are assigned with this communication 

attribute, as all actors e.g. use a label on their buildings. Results are indicating that the most 

common reason to engage in certification is to communicate commitment to stakeholders, thus 

fortifying this fact. However, to which extent this communication is actually changing 

preferences is beyond the reach of the study. To further argue for (2) results show that the 

voluntary model assures us only committed actors are joining the institution. From this 

perspective, the preference change is an inherent characteristic of the voluntary model.  
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Internal Transaction Costs 

Many respondents confirmed being a part of the certification process eased the knowledge leap 

with expertise help, including information about new suppliers and materials. Thus, the 

institution lowers transaction costs for the involved actors. Some respondents also highlighted 

the dilute and ill-structured market, increasing importance of a low transaction cost alternative.  

As a super-organization this institution gathers many actors and lower barriers for negotiations, 

creating what could be called a more efficient “market within the market”. In order to further 

contribute both to a short-term and long-term efficient market, the IGBC should continue to 

reduce transaction costs within the network of member companies by bringing suppliers and 

buyers closer together (e.g. by implementing an internet based marketplace for members to trade 

green goods and services).  

Decision Power to Affected  

Decision power to consumers concerns to what degree consumers have freedom to make a 

consumption choice in line with their preferences. In order to unlock the potential of consumers’ 

decision power, it is simply not enough to present them with a set of different alternatives. The 

set of alternatives must represent the individual preferences. If not, some consumers will have to 

make a choice which does not maximize utility, i.e. their decision power is restrained. This 

assumption is supported by Bleda & Valente (2009) who find that only if certifications are 

sufficiently graded, demand will in the long run drive industry towards sustainable alternatives. 

Indeed the normative goal of such labels is to move production decision power to consumers. 

However, to which extent certifications have this effect in reality will vary depending on its 

institutional surrounding, e.g. amount and variety of other systems present in the market (Edser, 

2009). 

As Chapter 3.3 shows, there are two green building certification systems on the Indian market, 

and an additional government energy building code which is still under development. Arguably, 

all actors are credible, thus the risk of ambiguity and confusion is limited. However, among the 

actors rejecting the certification there was mistrust towards the outlay of the point system as well 

as commercial intentions behind the certifications, suggesting that current certifications are not 

in line with their, nor their clients’, preferences. Hence, the institution fails to provide the range 

of options the consumers need to fully utilize their decision power. Differently stated, there are 

consumers in the market who seek to make a sustainable consumption choice, but are not 

provided with a totally suitable option. This can hypothetically be overcome by broadening the 

portfolio of certifications; additional certifications should be designed to further reward e.g. 

traditional Indian design concepts, excessive use of renewable energy sources or exceptionally 

low use of energy. Although current certifications account for these measures to some extent, 

they are not flexible enough to fully reward projects specialized in specific green building 

measures, e.g. a building using only renewable energy is not always rewarded more points than 

one partly using renewable energy. 
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Shorten Production Distance 

Production distance can be seen as a function of the ability of certifications to provide a 

sufficient amount of credible information about construction processes, quality, resource use and 

building materials. To shorten the distance to production processes, information flow must be 

left unaltered and not provide consumers with deceptive information or hide strategically 

important parts of information. An insufficient ability to provide credible information is closely 

related to e.g. greenwashing.  

Our results are indicating this institution is indeed shortening distance and providing credible 

information. One clear indication of this is the respondent who argued IGBC-certifications 

disabled unserious actors from ‘cutting corners’, i.e. preventing them from giving deceiving 

information about a building’s construction quality. Results also show the certification process is 

lowering transaction costs between suppliers and respondents, thus decreasing risk for hazards in 

upstream information flow.  

Almost all respondents - both within and outside the certification institution - acknowledged the 

overall work of IGBC as positive, and several mentioned IGBC-certifications as pushing the 

industry towards higher standards, while no respondents were arguing for the contrary. Results 

show that IGBC generally was perceived as a provider of credible and structured information 

processes. In other words, although IGBC is not providing a range of options fully aligned with 

consumers’ preferences, the options they do provide are credible.  

A final aspect of this is the credibility transferred in the imitation process. Transferred credibility 

through imitation can seem contradictive since the imitation also gave rise to a cultural misfit. 

However, many of the respondents also confirmed this contradiction in the interviews. At some 

occasions respondents expressed concerns about Indian values being lost in the imitation 

process, yet still expressed support for the development that comes with it. Another respondent 

requested increased local adaption of certification details, thus rejecting imitation, but strongly 

supported the structured certification processes from developed markets, thus also promoting 

imitation. Consequently, imitation has both positive and negative effects on the credibility of the 

institution.  

Focus Areas for Continued Relevance and Growth 

The degree to which private institutions can e.g. change preferences and move decision power is 

in reality also a function of growth. Growth of private centralized institutions should be defined 

as the ability of the institution to reach and incorporate new actors into the institution. The 

growth rate of the voluntary model is inherently limited and a function of its ability to create 

proper incentives for actors to join, as well as mechanisms to inform and convince them about 

benefits.  

The certifications are applicable to large or commercial projects rather than small or residential 

projects. The main reason for this is larger financial capability and larger savings when applied 

to the former sectors. This segregated demand structure restricts the ability of the institution to 

achieve consumer sovereignty. In order to increase consumer power, certifications need to be 
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profitable also for small and residential projects, either through increased financial profit or 

brand equity. Our results also indicate a focus on the latter is a possible way forward. As some 

architects suggested, the design of private homes often is determined by factors such as Vastu, 

luxury, location and convenience instead of e.g. eco-friendly materials and green certifications. 

A restructuring of these preferences can be achieved by e.g. good role models in the residential 

sector who can craft new brand associations.  

Regarding the contextual misfit, some actors are more strongly bounded to the cultural 

institution than others. In this case, architects are a source of resistance to growth. Certain 

architects are bounded to traditional Indian design concepts, as it is where their competency and 

values resides. Among experts working with the certification, there is a perception that the way 

forward would be to change these values, increase competency and make architects adapt. 

However, we would like to remind the reader about Ostrom (2005) who is underlining the 

importance of local institutions and “grass-roots movements” to face the problem of institutional 

diversity. An adaption to the architects, e.g. through a broadening of the certification portfolio, 

might be justified to incorporate Indian values and Indian design and fully utilize the expertise 

and client base of the architects.  

Further, the Indian market was perceived as ill-structured and dilute. In combination with low 

awareness levels in general, and among the public in particular, the general brand impact and 

transferability of the concept has to be considered as limited. However, a more important aspect 

is the ability of the institution to reduce this unawareness. In line with Potbhare, et al. (2009) our 

results show that certifications can serve as a catalyst for the green building institution as a 

whole (see Chapter 5.2: Green Building Certification Institution). The presence and development 

of IGBC certifications are positively affecting other similar institutions, and are indeed is 

positively affected by them. The majority of the market is still unaffected by certifications and 

the number of certifying actors is very limited. These characteristics make up for a synergy-

effect, rather than an intense competition for consumers. The synergy-effect can largely be 

derived from the total capability of green building institutions to inform the market and generate 

more sustainable preferences, which in turn generates customers for all green building 

institutions. As the market still is uninformed, any green building institution can reap the benefits 

of other’s educational actions. Then, the ability to provide proper incentives becomes decisive 

for the specific institution to actually convince actors to join and make it grow.  

Finally, results show the certifications create a structured approach to construction and push the 

overall building standard to new levels. Thus, in a developing market IGBC-green building 

certifications do not only communicate green standards, but also high standards. The effect is 

e.g. that internationally based companies use the IGBC-certifications as a platform when 

establishing in India, and domestically based companies when expanding out of India into 

developed markets. For companies with domestic strategy, the high standard can seem 

unnecessary and also impose high initial costs, thus creating an obstacle for growth. However, 

the communication of high standards also provides credibility to the institution, and both actors 

striving for a green image and actors striving for high standards can be attracted. This might be 
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especially important in the residential sector where strong preferences such as convenience and 

luxury can be stimulated.    
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6. CONCLUSIONS 

This chapter gathers the main points from the analysis and answers the initial purpose and 

research questions.  

 

What are the reasons to engage in, or reject, green building?  

1. The main reasons for building green are identified as (i) achieving operational savings, 

(ii) a concern for environmental degradation and (iii) improved indoor environment and 

thus increased productivity.  

2. The main reasons against building green are identified as (i) high initial costs and the 

perception of high initial costs, (ii) unawareness among decision makers and (iii) lack of 

client demand. 

What are the reasons to engage in, or reject, green building certification systems? 

1. The main reasons for certifying are identified as (i) communicating commitment to 

stakeholders and (ii) adapting to international (developed) market standards. 

2. The main reasons for rejecting certifications are identified as (i) cultural misfit, (ii)   

complicated process and (iii) leap in knowledge required to reach the high standards. 

To what extent are the institutional attributes of green building certifications contributing to a 

sustainable development? 

As the analysis show, IGBC green building certifications holds several interesting characteristics 

contributing to both a short-term and long-term efficient market, and thus a sustainable 

development.  For example, certifications are lowering transaction costs for members, moving 

decision power to consumers and works to change preferences to become more sustainable.  

Very importantly, this private centralized institution was spontaneously created in the market and 

requires no specific government intervention apart from the traditional approach of lowering 

transaction costs and defining property rights, yet it makes companies reduce their long-term 

externalities voluntarily. This can be put in contrast to a Coasian emission trading system which 

also generates reduced long-term externalities but requires significant administrative costs. As a 

conclusion, short-term Pareto-efficient markets can lead to the creation of long-term Pareto 

efficient market mechanisms. In other words, economic efficiency can generate sustainability.  

This brings a valuable perspective to the ongoing debate on sustainability. While stopping 

economic growth might be an effective way of ensuring ecologic sustainability, this study 

indicates that the contrary might be true. If the economic system is correctly designed, economic 

growth can lead to sustainability in the economic, ecologic and social system.  



 

 

58 

 

However, there are also serious limitations to the growth of this kind of institution. In order for it 

to grow, society needs to have a certain amount of human capital, i.e. education and sustainable 

preferences. When human capital is not sufficient, governments can to some extent enforce these 

institutions. However, as this study indicates, government enforcement might be weak in 

developing markets and administrative costs will rise. The study also shows that cultural aspects 

need to be taken seriously, and that ambiguity and greenwashing needs to be evaded. These facts 

are indicating that a fast solution and quick spreading of the green building concepts and similar 

institutions might be very expensive in terms of administrative costs.  

In the long-run, the most accurate way to make this kind of institution grow and thereby ensure 

social, economic and ecologic sustainability is to increase a society’s human capital by 

education, information channels and similar tools. By doing this, we can change the most basic 

fundament of economic efficiency, i.e. the individual preferences, and steer consumers towards 

making sustainable choices. The production decision power in an economic system generating 

sustainability needs to be placed with consumers, and these consumers need to be correctly 

informed and hold sustainable preferences in order for their consumption decisions to contribute 

to a sustainable development.  

As the study indicates, correctly managed certifications are achieving this. IGBC-certifications 

serve as a good model for how certification or institutions can be designed to promote 

sustainability. However, it is difficult to say if, or at what level, the contribution is sufficient 

enough to achieve total sustainability. What we can conclude is that the potential impact of 

certifications on the building industry and contribution to a long-term efficient market is 

promising, especially with supportive actions on the part of the government.  
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7. FURTHER RESEARCH 

This chapter provides suggestions of areas for future research. 

7.1. Green Building Certifications 

The importance of investigating B-type actors (see Figure 5-5) is important to understand further 

obstacles and possibilities for growth. Future research regarding the reasons for and against 

green building certifications should focus on finding them: actors who are aware and make an 

active choice to reject certifications. If possible, a more neutral investigation technique should be 

used to reach these actors, e.g. not with green building as a main topic for the interviews as it can 

seem controversial.  

7.2. Institutions for Sustainability 

Regarding the theoretical approach, further research is needed to determine which kinds of 

institutions and institutional mechanisms that are generating a long-term efficient market. The 

framework in Figure 2-10 should be developed and expanded in order to provide a proper guide 

to describe the salient features of institutions for sustainability.  

Further, there is a need to find practical examples of institutions that can serve as templates for 

this guide. If real examples can be found, they should be emphasized and nurtured.  
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APPENDIX A: INTERVIEW GUIDE 

 

Background Questions 

Background questions about the company and respondent 

 What is your current position in the company? 

 How many years have the company been active? 

 What is the nationality of the company? 

 In which countries and regions is the company active? 

 Which business areas is the company involved in? 

 How many employees does the company have? 

 What size of projects does the company engage in? 

 

Market Questions 

Questions related to the general evolvement of the green industry 

 How is the availability of green materials and services changing? 

 How are the prices of green materials and services changing? 

 Describe current awareness levels about green building and certifications? Do they vary 

across different groups? 

 How important is the work of IGBC when it comes to transforming the industry? 
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Questions Regarding Green Building 

Questions related to the company’s involvement in green building 

 

 

  

Have your company taken any green 

measures in your buildings? 

Reasons for GB? 

Problems with GB? 

Reasons against GB? 

Which benefits do you 

see with GB? 

Are you familiar with 

IGBC? 

Are you familiar with any 

green building 

certification systems? 

Which ones? 

Have your company 

engaged in any CS? 

Abbreviations:    

GB = Green Building    

CS = Green Building 

Certification System    

IGBC = Indian Green 

Building Council 

U = Unawareness 

Which ones? 

Reasons for using that 

CS? 

Problems of using that 

CS? 

Are you familiar with 

IGBC or certifications? 

Reasons for not using 

CS?  

Do you see any benefits 

with using CS?  

Why do you think 

companies in general 

engage in (1) GB and (2) 

CS? 

 

Make sure to 

distinguish GB-motives 

from CS-motives when 

discussing pros and 

cons 

 

Yes 

 

No 

 

No 

 

Yes 

 

U 

 
Yes 

 

No 

 
No 

 

Yes 
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APPENDIX B: CATEGORIES OF RESPONDENTS 
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