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BACKGROUND

Texas has been one of the strongest housing markets in the country, and also one of the strongest markets for 
LEED®-certified housing.1 Nonetheless, the penetration of green certified housing is relatively low. Studies 
conducted in other markets have been helpful in demonstrating a positive premium in sales price associated 
with LEED homes,2  but the applicability of such findings to Texas was unknown. The research team at the 
Real Estate Finance and Investment Center of the McCombs School of Business at University of Texas at 
Austin undertook this study to evaluate whether a similar impact could be observed in Texas.

RESEARCH QUESTION

What is the value of a LEED designation in the Texas residential real estate market? Does a single-family 
home with the LEED designation sell for more than an otherwise equivalent home in the Texas residential 
real estate market, i.e., is there a “green premium” in the Texas single-family home market?

1 LEED is the Leadership in Energy and Environmental Design green building certification system, developed by the U.S. Green Building Council 
(USGBC). See USGBC, LEED in Motion: Residential, available at http://www.usgbc.org/resources/leed-motion-residential (2014).

2 See, e.g., Matthew E. Kahn and Nils Kok, “The Capitalization of Green Labels in the California Housing Market,” in Regional Science and Urban 
Economics, Volume 47 p. 25–34 (July 2014).  A hedonic pricing analysis of all single-family home sales in California over the time period 2007 to 2012 
found that homes labeled with a green label sell at a 5% premium on average relative to otherwise comparable, non-labeled homes. Similar studies have 
been conducted in Portland and Seattle.



DATA AND CHARACTERISTICS OF HOUSES IN TRANSACTION DATASET

The study utilized Texas MLS data on residential house transactions in the state of Texas for the years 2008 
– 2016, inclusive3. The MLS data contains transaction prices, sale dates, location, size, and various other 
attributes of each property sold, as entered by the real estate agent. All houses in the dataset are single family.

The MLS data contains an indicator variable reporting whether a property is certified under certain4 
environmental designation programs or not, and provides the name of the environmental program under 
which the home is certified. Table 1 summarizes the number and percentage of observations that a sales 
property is listed as certified under all environmental designations combined, by different age groups. The 
age groups represent the age of the house at the time of the sale, not the timeframe of the sale. The houses 
labeled as environmentally certified houses are referred to as “Green”. There are 1,540 new construction 
certified houses, which equates to 8.43% of all new construction. Proportionally, the houses labeled green 
were sold at a younger age, and a lower percentage of houses are certified under the programs for properties 
with higher ages at transaction (see Figures 1 and 2),

In all age groups combined, 1.67% of the houses in the dataset are labeled as Green. Table 2 shows that, of 
these, 139 houses, or 0.06% of all houses in the MLS transaction dataset, have been recorded as certified 
under the LEED program (143 houses in the data were recorded as LEED but 4 are missing the AGE variable 
and are therefor not included in the analysis). These data were compared with USGBC data on LEED 
certifications. The study dataset appears to slightly underreport LEED certifications; that is, there are an 
additional 50 houses that have LEED certifications according to USGBC data, yet were not recorded in 
“Green” field in the MLS data (false negative value for the certification field). However, as the study focus is 
the value of the label, if the label was not properly recorded in the MLS it is possible that the participants in 
the transaction, including the homeowner or the agents involved were not aware of the LEED designation. 
No false positives were identified in the dataset for LEED certifications; that is, all houses labeled LEED in 
the MLS data were also included as LEED in the USGBC data.

3 Statewide MLS data provided by the Austin Board of Realtors, abor.com

4 Environmental designation programs notably include LEED, ENERGY STAR, and Austin Energy Green Building

Figure 1. Age at Sale for Green Labeled Houses in 
Dataset
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Table 1. Houses in the Sales Dataset Listed as Certified Under All Green Programs Combined
PERCENTAGE OF OBSERVATIONS  NUMBER OF OBSERVATIONS

AGE AT TIME OF SALE No Label Green Total No Label Green Total

New Construction 91.57 8.43 100 16728 1540 18268

1 - 2 years 91.45 8.55 100 12382 1157 13539

2 - 3 years 95.69 4.31 100 4841 218 5059

3 - 4 years 97.11 2.89 100 6683 199 6882

4 - 5 years 98.51 1.49 100 7515 114 7629

5 - 6 years 98.58 1.42 100 7693 111 7804

6 - 10 years 99.3 0.7 100 35651 251 35902

10 - 20 years 99.88 0.12 100 55894 66 55960

20 - 30 years 99.9 0.1 100 26763 28 26791

30 - 40 years 99.77 0.23 100 24327 57 24384

40 - 50 years 99.68 0.32 100 10818 35 10853

> 50 years 99.57 0.43 100 18018 77 18095
TOTAL 98.33 1.67 100  227313 3853 231166

Table 2. Houses in the Sales Dataset Listed as Certified Under LEED Program
PERCENTAGE OF OBSERVATIONS  NUMBER OF OBSERVATIONS

AGE AT TIME OF SALE
Not 

Labeled 
LEED

LEED Total
Not 

Labeled 
LEED

LEED Total

New Construction 99.49 0.51 100 16728 86 16814

1 - 2 years 99.78 0.22 100 12382 27 12409

2 - 3 years 99.77 0.23 100 4841 11 4852

3 - 4 years 99.88 0.12 100 6683 8 6691

4 - 5 years 100 0 100 7515 0 7515

5 - 6 years 99.96 0.04 100 7693 3 7696

6 - 10 years 99.99 0.01 100 35651 3 35654

10 - 20 years 100 0 100 55894 0 55894

20 - 30 years 100 0 100 26763 1 26764

30 - 40 years 100 0 100 24327 0 24327

40 - 50 years 100 0 100 10818 0 10818

> 50 years 100 0 100 18018 0 18018
TOTAL 99.94 0.06 100  227313 139 227452



METHODOLOGY 
We use a regression methodology that is used in Kahn and Kok (2012) in their study of the value of 
environmental designations in the California residential house market. 5 Generally speaking, we use a 
regression equation with transaction prices as the dependent variable, well-known explanatory variables 
such as interior floor area, number of bedrooms, number of bathrooms, garages, location (represented by zip 
code), and age of the structure, and a (0,1) dummy variable indicating whether or not the house had a LEED 
(or other) environmental designation at the time of the transaction.6 The dummy variable is designed to 
capture the value effect of the LEED designation controlling for the effect of the other included explanatory 
variables. 

Our data contain a few different environmental designations along with the LEED designation given by 
USGBC. Because the number of LEED transactions is small in our dataset – only 143 LEED transactions 
in a total of just over 230,000 transactions – we estimated two sets of regressions: (1) combining 
all environmental designations, where the environmental dummy variable is equal to 1 if any of the 
environmental designations are indicated, which gave us a total of 3,853 Green observations, and (2) using 
only the 139 LEED transactions (4 of the 143 LEED houses in the data are missing the AGE variable and are 
therefore not included in the regression analysis). The regressions are run using log transformations, and the 
coefficient value for each variable can be interpreted as the percentage impact on the transaction price.   

RESULTS
The regression analysis on the Texas MLS dataset supports the hypothesis that a green designation 
increases the transaction value of a house in Texas, i.e., there is a green premium in the Texas single-family 
home market.  Table 3 shows the results for the combined Green designations (3,853 Green data points). The 
Green Rating coefficient values in Table 3, for the two regression specifications that control for the age of the 
home at the time of the sale, indicate a statistically significant (p < 1%) price premium of roughly 6% (5.84% 
and 5.89% in the two age-control specifications). Table 4 shows the results for the regressions where LEED 
is the only included green designation. The LEED coefficient values in Table 4, again for the two regression 
specifications that control for the age of the home at the time of the sale, indicate a statistically significant 
(p < 10%) price premium of roughly 8% (7.65% and 8.06% in the two age-control specifications). The average 
house value for 1-2 year old non-green house in our data is $307,000, so our 8% green premium produces an 
increase in value of $24,560 in relatively newer homes sold in Texas.

5 Nils Kok, Matthew E. Kahn, “The Value of Green Labels in the California Housing Market: An Economic Analysis of the Impact of Green Labeling on 
the Sales Price of a Home” (July 2012), available at https://issuu.com/nilskok/docs/kk_green_homes_071912 . See also article at http://www.usgbc.org/
articles/value-green-labels-california-housing-market. 

6 See Equations 1 and 2 and Table 2 in Kok and Kahn (2012); we ran identical specifications with our Texas MLS data to produce the estimates in our 
Tables 3 and 4.

https://issuu.com/nilskok/docs/kk_green_homes_071912
http://www.usgbc.org/articles/value-green-labels-california-housing-market.
http://www.usgbc.org/articles/value-green-labels-california-housing-market.


Table 3. Regression Results for Houses Listed as Green Certified  (All Programs Combined)
Variable LogPrice LogPrice LogPrice

Labeled Green Rating (Total)   0.145*** 0.0584*** 0.0589***

(t statistics)                       (6.75) (2.80) (2.88)      

Sq ft Total        
0.415*** 0.408*** 0.398***

(36.15) (33.09) (34.15)

Baths Total       
0.0134** 0.00236 -0.000458

(2.11) (0.39) (-0.08)

Beds Total
0.00602 0.00820 0.0159

(0.50) (0.70) (1.56)

New Construction 
0.0795** 0.0897***

(2.43) (2.79)

1 - 2 years
0.0680** 0.0769**

(2.02) (2.33)

2 - 3 years       
0.0290 0.0369

(0.87) (1.16)

3 - 4 years       
-0.0108 -0.00541

(-0.34) (-0.18)

4 - 5 years       
-0.0275 -0.0229

(-0.85) (-0.74)

5 - 6 years       
-0.0345 -0.0309

(-1.05) (-1.00)

6 - 10 years      
-0.0642** -0.0595**

(-2.00) (-1.98)

10 - 20 years      
-0.0869*** -0.0852***

(-2.68) (-2.81)

20 - 30 years      
-0.125*** -0.130***

(-3.52) (-3.96)

30 - 40 years      
-0.151*** -0.159***

(-3.99) (-4.52)

40 - 50 years      
-0.140*** -0.149***

(-3.76) (-4.17)

Pool on Property     
0.0209

(0.84)

Waterfront
0.359***

(9.31)

Observations       230075 230075 230075

Adjusted R-squared    0.799 0.810 0.817

KEY:
*** denotes statistical significance at the 1% level
** denotes statistical significance at the 5% level
* denotes statistical significance at the 10% level



Table 4. Regression Results for Houses Listed as LEED Certified
Variable LogPrice LogPrice LogPrice

Labeled Green Rating (Total)   0.183*** 0.0765* 0.0806*

(t statistics)                       (4.75) (1.89) (1.89)

Sq ft Total        
0.415*** 0.408*** 0.398***

(35.83) (32.87) (33.92)

Baths Total       
0.0135** 0.00273 -0.000125

(2.11) (0.45) (-0.02)

Beds Total
0.00695 0.00892 0.0167

(0.57) (0.77) (1.64)

New Construction 
0.0764** 0.0868***

(2.34) (2.72)

1 - 2 years
0.0661** 0.0752**

(1.98) (2.30)

2 - 3 years       
0.0221 0.0303

(0.67) (0.95)

3 - 4 years       
-0.0194 -0.0134

(-0.61) (-0.44)

4 - 5 years       
-0.0344 -0.0295

(-1.07) (-0.97)

5 - 6 years       
-0.0409 -0.0369

(-1.24) (-1.20)

6 - 10 years      
-0.0700** -0.0649**

(-2.19) (-2.16)

10 - 20 years      
-0.0924*** -0.0904***

(-2.85) (-2.99)

20 - 30 years      
-0.130*** -0.135***

(-3.67) (-4.12)

30 - 40 years      
-0.155*** -0.163***

(-3.82) (-4.24)

40 - 50 years      
0.0197

(0.79)

Pool on Property     
0.360***

(9.37)

Waterfront
0.359***

(9.31)

Observations       226360 226360 226360

Adjusted R-squared    0.798 0.809 0.817

KEY:
*** denotes statistical significance at the 1% level
** denotes statistical significance at the 5% level
* denotes statistical significance at the 10% level



The coefficient values in the first column of Table 3 and Table 4 show the value of an environmental 
designation from regressions that do not control for the age of the house at the time of the transaction. 
Because environmental designations, including LEED, are primarily seen in younger houses and therefore 
highly correlated with age, we do not believe that the 14% and 18% price premiums indicated by the green 
coefficient values in Tables 3 and 4 from the regressions that do not control for the age of the house are a valid 
indication of the green premium. The high correlation between an environmental designation and the age of 
the house at the time of the transaction suggests that the green coefficient values shown in the first columns 
of Tables 3 and 4 are picking up price premiums for newer houses in the value of the green coefficient. Thus, 
regression values, by age of the house at the time of transaction, that are shown in the last column of Tables 3 
and 4, are most indicative of the value of the green and LEED labels. 

COMPARISON WITH KOK AND KAHN (2012)

Kok and Kahn (2012) find an incremental green premium of roughly 12% in their study of the California 
housing market.7 In the Kok and Kahn (2012) analysis this green premium is calculated combining all 
environmental designations. When LEED designation is used as the only green designation, the estimated 
green coefficient in Kok and Kahn (2012) is not statistically significant.

Our analysis identifies a combined green premium of roughly 6% in regressions including all green 
designations (Table 3), or about half of the 12% green premium found in the Kok and Kahn (2012) California 
study. Unlike Kok and Kahn (2012), our LEED-only green premium estimate of 8% is statistically significant 
at the 10% level (Table 4), but again, we caution placing too much reliance on this LEED-only estimate as our 
regression sample for LEED-only contained only 139 LEED transactions. 

CONCLUSION
A statistical analysis of MLS home sale data in the state of Texas over the years 2008 – 2016 indicates that a 
house with an environmental designation sells for a premium of roughly 6%, and with a LEED designation in 
particular the price premium is estimated at roughly 8%. 

In addition, available data indicate that the LEED designation is growing in the Texas residential market. 
Table 2 shows that for our Texas MLS dataset, while LEED homes represent only a very small fraction 
of homes that were sold when the home was older than two years old. The LEED numbers for both 
new construction and homes 1-2 years old are significantly higher. Our current small sample of LEED 
transactions shows a statistically significant price premium of roughly 8% for the LEED designation, and we 
hope to revisit this estimate in the future as the number of LEED transactions in the state of Texas increases.

7 Kok and Kahn (2012), Table 2, page 26, Green Rating coefficient value = 0.118 (~12%), significant with a p<1%.
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