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‘‘We always overestimate the change that will occur in the next two years and underestimate the 
change that will occur in the next ten. Don’t let yourself be lulled into inaction.’’ ------Bill Gates 

The impact of self-driving vehicles on commercial real estate has the potential to vary widely, 
depending on how the technology evolves and is adopted over time. Moreover, the technology’s 
ramifications are unlikely to be purely linear, due to confounding factors. Although the specifics 
of its full, eventual impact remain uncertain, based on current visibility, some likely 
consequences include: 

• A key disruptive technology and source of opportunity: Autonomous vehicles are likely to 
change transportation networks and the urban landscape dramatically.  

• Early adoption in freight/goods transport: Warehousing, manufacturing and storage 
facilities will likely relocate to lower-cost areas; the subsequent drop in distribution costs 
may make online retail relatively more attractive. 

• The old bringing in the new: The increased mobility that driverless cars would afford 
senior citizens may revitalize secondary retail in suburban locations.   

• Limited increase in urban sprawl: Following true driver substitution, some increase in 
urban sprawl in residential and destination retail is likely. 

• Disruption in transit-oriented development: Premiums enjoyed by buildings near transit 
nodes may erode as development comes to favor highway access over aging rail/Metro. 
Suburban office parks currently inaccessible by public transport may see a renaissance. 

• Explosion in the data center/cybersecurity market: Data center growth will continue to 
accelerate. Locating IT infrastructure closer to the end user is crucial in reducing  
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latency, and therefore the need for fast and real-time traffic data will drive expansion into 
secondary and emerging markets.  

• Prime parking real estate reclaimed: The advent of self-parking facilities will see prime 
parking lots and associated gas stations in urban cores reclaimed, with some reversal of 
the urban sprawl generated in earlier phases. This will affect not only development costs for 
new buildings, but also the value and usage of existing buildings with parking structures.  

• Shift to self-driving “transportation cloud”: The widespread adoption of fully autonomous 
vehicles will likely instigate fundamental changes in the way we own and use cars, with a 
“pay-per-mile” model becoming common.  

INTRODUCTION  

In Jack Kerouac’s ‘‘On the Road,’’ the protagonists drive a 1949 Hudson Commodore. While today’s cars 
are a far cry from a vintage Hudson, there has been very little in terms of a paradigm shift in the 
automotive industry. Most change has amounted to variations on a theme------faster, lighter vehicles with 
significant, albeit incremental, technological enhancements. However, with the imminent advent of 
autonomous vehicles (AVs), that is about to change.   

Figure 1: Potential adoption of driverless vehicles, with real estate implications 

 

 

Source: CBRE Research, Q1 2016. 
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Self-driving vehicles will spur many changes in transportation infrastructure, consumer behavior and 
healthcare, and will also affect many seemingly unrelated industries------such as commercial real estate. 
The potential impact on real estate is likely to vary widely, and will depend on the technology’s evolution 
and its adoption rate.  The adoption is likely to be influenced by AVs’ cost vis-à-vis other transportation 
options, and by government, legal and regulatory frameworks governing the technology. 

 

Source: © Rinspeed 

TECHNOLOGY DEVELOPMENT STAGE (2016 – 2020) 

Relocation of industrial/manufacturing and storage facilities to lower cost areas: Autonomous driving 
technology is likely to be adopted more quickly in the cargo markets than the passenger markets, due to 
the lower risk to human life. The savings will likely reduce delivery costs for the consumer. With 
compression in industrial and distribution cost structures, the trend toward online retail is likely to 
increase.  

Self driving vehicles significantly expand the one-day coverage trucks can provide a warehouse------an 
important location analysis metric. Current federal regulations restrict the number of hours a driver can 
work, effectively limiting trucks to 400-500 miles per day.  Automated driving may allow these restrictions 
to be relaxed, increasing both distance and coverage and bringing currently remote storage locations into 
play.  

Greater mobility among senior citizens driving secondary retail: Affluent, suburban senior citizens with 
safety concerns about driving might be the first to adopt self-driving cars. The increased mobility, 
combined with the greater leisure time that senior citizens enjoy is likely to increase retail spending and 
may revitalize retail in secondary locations.  

 
3 



 

April 4, 2016  CBRE Research © 2016 CBRE, Inc.  |  

VIEWPOINT  AMERICAS OFFICE 

PARTIAL DRIVER SUBSTITUTION STAGE (2020 - 2025) 

The real impact of a self-driving car is its ability to free up the time its driver spends in the car, boosting 
her leisure time and productivity. Given that Americans currently average 73 minutes of driving per day1 
(with Washingtonians topping the traffic delay charts), adoption of the technology is likely to increase 
productivity significantly.  

Figure 2: Yearly traffic delay by auto commuter   

 

 

 

 

 

 

 

 

 

Source: Texas Transportation Institute, 2014. 

Limited increase in urban sprawl: Self-driving cars could increase the size of cities by making it more 
tolerable to commute long distances. Autonomous driving technology will undoubtedly increase the 
number of vehicles on the road, and although they will operate packed more closely together, it is unlikely 
that road infrastructure will expand sufficiently over the next decade to meet intensifying demand. 
Congestion will increase.  

The purpose of their trips will factor into how travelers respond to these shifts; accordingly, the various 
property sectors will respond differently as well: 

• Daily commute: AVs may prompt some people to relocate farther from city cores, to save on 
housing costs. There is, however, a natural limit to this expansion, as other constraints—such as 
increased congestion and overall travel time—begin to take effect. Multitasking in a car while 
sitting in traffic has its limits; “Marchetti’s Constant2” observes that most people dislike 
commuting more than one hour, regardless of the distance traveled. While self-driving cars may 
raise the constant, there is only so much work and movie-watching one can do before the tedium 
of sitting in traffic takes its toll. This limits choices about where to live and work, but not 
necessarily where to play. 

1 U.S. Department of Transportation 
2 Developed by Italian physicist Cesare Marchetti in 1994, it posits that, as urban planning and forms of transport change, people gradually adjust the 

location of their homes relative to their workplaces, such that the average travel time stays approximately constant at about one hour. 
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• One-off travel: Driver behavior surrounding “play” may be more elastic. The willingness of 
commuters to travel longer distances for one-off trips—such as visits to shopping malls or retail 
and entertainment centers—is likely to increase.  

Changing dynamics of transit-oriented development (TOD): Across the U.S., office buildings near transit 
nodes are seeing increased demand, indicated by faster leasing and higher rent premiums.3 In the 
absence of significant and sustained investment in public transportation, self-driving cars may draw 
passengers away from aging and unreliable mass transit networks, particularly if there is little cost 
differential.4 This could lead to erosion in the premiums that transit-proximate buildings have 
traditionally claimed. It could also shift nodes of development away from mass transit and toward 
highway nodes/intersections. Such decentralization could be good news for suburban office parks located 
within city limits but not easily accessible from public transit.  

Explosion in data centers and cybersecurity: As vehicles morph into mobile, computer-driven, 
telecommunication devices, the already burgeoning demand for data center space will intensify. Data 
centers are still located in primary markets. 

The need for high-volume, fast and real-time data traffic will accelerate demand in secondary and 
emerging markets. This push to ‘‘the edge’’ is already underway, as providers continue to locate their IT 
infrastructure closer to end users in order to reduce latency and improve user experiences. The ‘‘edge’’ 
model will help accommodate future growth of the ‘‘internet-of-things’’ (IoT5); the growing number of 

devices connected to the network makes servicing the network from centralized locations less effective. 

The high-tech professionals who create the new vehicles and associated ecosystems will likely need more 
office space. The recent news about hackers controlling cars via Bluetooth technology raises valid security 
concerns for driverless vehicles. Demand for cybersecurity will likely grow due to the greater volume of 
data and the need to encrypt it, leading to further office demand from these sectors.  

COMPLETE SELF-DRIVING STAGE (2025 – 2030) 

Parking and other prime urban lots becoming reclaimable real-estate, increasing densification of urban 
cores: There are an estimated 800 million parking spaces in the U.S.6, of which approximately 105 
million7 spaces (equating to 21 billion sq. ft.------twice the 10.6 billion sq. ft. total U.S. office inventory8) are 
thought to be commercial parking. The dedication of prime space to parking is understandable, given 
that cars are parked 95% of the time. Even in cities with well-connected mass transit systems, such as 
Washington, D.C., parking is prevalent. D.C. has an estimated 400,000 parking spaces9 in surface lots and 
stacked garages, occupying 80 million sq. ft., or approximately 47% of D.C.’s land area.  

AVs with automated parking capability will be able to drive themselves to parking lots in areas of low land 

3 CBRE’s analysis of leasing activity in offices in Tysons Corner, Virginia indicates that buildings within a quarter-mile radius of a Silver Line Metrorail station 
observe stronger leasing than buildings located beyond the quarter-mile radius. 

4 WMATA figures indicate that Metro ridership in Washington, D.C. is declining to levels not seen since 2006.  
5 The “internet of things” is the network of physical objects—devices, vehicles, buildings and other items—that collect and exchange data using embedded 

electronics, software, sensors, and network connectivity. https://en.wikipedia.org/wiki/Internet_of_Things.  
6 UC Berkeley  
7 U.S. Census Bureau 
8  Costar, 2015 
9 District DoT - 2013 Parking Action Agenda. Includes both street and lot parking  

 
5 

                                                                                   



 

April 4, 2016  CBRE Research © 2016 CBRE, Inc.  |  

VIEWPOINT  AMERICAS OFFICE 

cost------although fuel and electricity costs will undoubtedly affect this cost equation. Parking space per car 
will also decline from the current minimum standard of 9’x18’, since cars will park more tightly. Many 
downtown parking structures could become obsolete. This would not only free up prime space in urban 
cores, but also affect the economics of development and the pricing and usage of existing buildings.  

Residential parking may also be affected, as families shift toward one-vehicle households with an 
Uber/Zipcar type of self-driving vehicle as backup. This trend is already evident, with District residents 
owning fewer cars on average than they did 10 years ago. 

Figure 3: Washington, D.C. Parking Metrics 

 Commercial real estate Single-family real estate 

Development cost  
Underground parking garages 
typically account for 10-12% of 
total office construction costs 

Each parking space adds 25% 
to the cost of development per 
unit and reduces the unit 
volume by a quarter.  

Occupancy Cost  
4.5% of total occupancy cost for 
tenants is attributable to 
parking.10 

Change from two-car to one-
car or no garages reduces 
mortgages by 25%-30% 

Source: CBRE Research, Q1 2016.  

WIDESPREAD ADOPTION STAGE (2030+)  

Entire economy remapped: By this period, autonomous vehicles are likely to have transformed our entire 
way of life. Their effects, as well as those of other technological changes too dramatic to predict, makes 
any scenario description difficult. However, one foreseeable effect is a shift from car ownership to use of a 
‘‘transportation cloud’’: people may hire self-driving vehicles designed for a particular use (a small car for 
one person, recreational vehicles for long distance travel, etc.), paying per mile------with far-reaching 
consequences for our economy as a whole.

10 Cost of parking spot = $275 per month.  Parking ratio of 1 spot per 1,500 sq. ft. Cost for 10,000-sq.-ft. tenant with seven spaces is 2.31/ sq. ft.  Average 
rents in downtown D.C. at $52 per sq. ft. per annum. 
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