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Abstract

Theoretical background: Markets are inherently multidimensional, encompassing economic, institutional,
sociological, spatial, and behavioral dimensions. Behavioral economics challenges traditional economic
assumptions, particularly the notion of rational decision-making, by integrating psychological insights
to address cognitive limitations and emotional influences on individual decisions. The real estate market
exemplifies these dynamics due to its unique inefficiencies and characteristics, such as fixed locations and
high capital intensity, which amplify the impact of cognitive biases, heuristics, and emotions on market
participants. Behavioral patterns not only shape transaction prices but also influence valuation processes and
outcomes. This underscores the need to integrate behavioral economics into valuation methodologies and
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the definition of market value, addressing a critical research gap: the insufficient exploration of the interplay
between valuation processes and behavioral factors affecting value determination in real estate markets.
Purpose of the article: This study aims to demonstrate the impact of behavioral patterns among property
market participants on the formation of market value. It proposes three research hypotheses: (1) there is
a behavioral chain in the property market where decision-making, prices, valuation processes, and value
itself are interlinked and influenced by behavioral factors; (2) the behavioral nature of market value increases
valuation uncertainty, necessitating its reflection in the definition of value; and (3) this uncertainty should
be considered in the reporting of valuation results.

Research methods: To situate the concept of market value within the behavioral framework of real estate,
this study proposes augmenting the existing definition of value with elements of risk and uncertainty. It
further advocates operationalizing this perspective by modifying the reporting of valuation results to include
ranges or standard deviations. The research employs (1) a critical analysis of the relevant literature and
(2) a survey of professional valuers to validate the theoretical considerations and behavioral aspects of the
property market in business practice.

Main findings: This study introduces the concept of a behavioural chain in real estate, encompassing
investment decisions, price formation, valuation processes, and resulting market value. It highlights the
significant influence of market participants’ emotions, cognitive biases, and decision-making under condi-
tions of risk and uncertainty at each stage of this chain. The findings reveal that current definitions of market
value inadequately reflect the behavioural and market-specific characteristics of real estate, emphasizing
the need for an enriched definition incorporating uncertainty and subjectivity. The study underscores the
importance of presenting valuation results as ranges or with standard deviations to better capture inherent
uncertainties, enhancing transparency and credibility. Finally, it calls for integrating behavioural economics
into valuation standards to align practices with the complexities and dynamics of modern real estate markets.

Introduction

Markets are multidimensional, with not only economic, institutional, sociologi-
cal, spatial but also behavioural dimensions. The importance of considering human
behaviour in economic deliberations was pointed out as early as 1956 by Simon, who
observed that because people have access to incomplete information and are limited
in processing it, they are unable to maximize utility as traditional economic theories
suggest. The existing constraints only allow them to achieve a satisfying or sufficiently
satisfying level of utility. This observation contributed to the development of research
new movements (e.g. Kahneman & Tversky, 1979; Thaler, 2000;) and the relaxation of
the limited assumptions of the classical homo oeconomicus paradigm. These include,
among others, economic psychology, experimental economics or behavioural econom-
ics, which is a scientific field that combines the findings of economics and psychology
and is now increasingly forming the theoretical basis of many scientific publications
(e.g. Tomal & Brzezicka, 2024). The proponents of behavioural approach sought to
bring economic theories closer to reality by formulating assumptions arising from
real-world observations (Camerer, 2006) and stressing the need to allow for thought
patterns related to human innovativeness and emotions (Akerlof & Shiller, 2010).

The real estate market is influenced by the behavioural patterns of its participants
as any other market (Black et al., 2003; Tomal & Brzezicka, 2024). This is supported
by a number of studies on, inter alia, the limitations of the neoclassical model in
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explaining price dynamics in housing markets (Gibb, 2009), heuristics and cogni-
tive errors such as anchoring heuristics, representativeness, affect, framing effects,
mental accounting, etc. (Bao & Gong, 2016, 2020; Cascao, 2023; Leund & Tsang,
2013; Levy et al., 2020), hyperbolic discounting (Sun & Seiler, 2013), price bubbles
in property markets (Brzezicka & Wisniewski, 2014), business cycles (Black et al.,
2003; D’ Amato & Coskun, 2022) or finally property valuation (D’ Amato & Coskun,
2022; Jarecki, 2020). The importance of behavioural factors in this market is due to
the fact that the decisions of its participants are subject to a particularly high degree
of imperfection. This is not only due to the characteristics of real estate, such as fixed
location, diversity, relatively high capital intensity but also the characteristics of the
real estate market. The real estate market is special because of its low operational,
allocative, and informational efficiency (Kucharska-Stasiak, 2016). Informational
efficiency means that property prices lag behind changes in the economy and do
not fully reflect them (Case & Shiller, 1990; Clayton, 1998; Farlow, 2004, 2013;
Martin & Nagel, 2022). This means that they are neither equivalent to value nor can
be used as a sole basis for valuation. Low operational efficiency hinders deciding
which decision is likely to involve the lowest costs. Low informational efficiency
and operational efficiency constrain allocative efficiency, which making it more
difficult to establish the best use of a property (Brown, 1991). Due to the scarcity of
information about properties, not only prices but also current fashions, tradition and
emotions can influence players’ decisions (D’ Alessandro et al., 2020; Farlow, 2004).

As aresult, its participants are exposed to external influences, which may distort
their judgments of reality, lead to errors, and redefine their preferences and motiva-
tions, causing them to make inconsistent decisions' (Kahneman, 2012), which may
accumulate into what Shiller has called “social epidemics”. According to Schiller,
the existing concepts of the real estate market, both the classical ones describing
it in terms of a mechanism for the allocation of resources and those defining it as
an institutional environment in which demand and supply emerge, are insufficient.

! Classical price theory gives little role to the emotional, psychological, and cognitive aspects of pric-

es (Kishore, 2006). However, behavioural research and economic practice have proven them to be important
and worth considering (see Brown & Matysiak, 2000; Case & Shiller, 1990; Clayton, 1998; Salzman &
Zwinkels, 2017). The behavioural factors in price formation that cause property prices to rise rapidly (market
bubbles) are difficult to explain (see Farlow, 2004, 2013; Muellbauer, 2012). At the turn of the 21* century,
estate investments in the USA, particularly those involving residential properties, were widely believed to
represent the best use of savings (Case & Shiller, 2005; Farlow 2004). The belief was reinforced by the
fading appeal of other investment instruments, falling income tax rates and interest rates, and the increasing
proportion of young people in the total population (Kucharska-Stasiak, 2018). Investments in real estate
increased significantly not only in the United States but also in many other countries (Case & Shiller, 2010),
with property prices peaking in 2006. Unfortunately, the boom was followed by the implosion of the real
estate market, unprecedented since the late 1930s, triggering a global financial crisis.

2 The evolution of behavioural concepts has contributed to the emergence of a new perspective
called the Behavioural Real Estate Market (BREM), enhancing the traditional neoclassical MREM (Main-
stream Real Estate Market) paradigm, which explains the volatility of prices solely in terms of fundamen-
tal factors (Brzezicka, 2017; Salzmaz & Zwinkels, 2017). The behavioural economics perspective takes
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A behavioural perspective is needed. Research has identified behavioural aspects
of property valuation (see section: the behavioural aspects of property valuation).
However, they have mainly focused on the process of arriving at a valuation, often
ignoring what is crucial — value as the outcome of the valuation. We see this as a re-
search gap.® The importance of value in a market as specific as the real estate market
justifies the need, from a behavioural economics perspective, to look not only at the
valuation process, but also at the outcome of that process, i.e. value. A behavioural
chain is created in the market. It is the behaviour of market participants, rich in
emotion and simplified forms of reasoning, and therefore cognitive errors, that de-
termines the prices paid, the way in which prices are transformed into market value,
and ultimately the level of that value. One aspect influences the next. The market
value of a property, as the last link in the chain, also contains behavioural elements.
It is subject to uncertainty: the uncertainty of a single valuation and the uncertainty
understood as valuation vs. valuation. In 1977, a judge considered that individual
valuations of the same property carried out over a similar period should be within
arange of 10-15%. In 1978, another judge suggested that the range should be 15%,
with higher values allowed in special cases. The amount of variation allowed should
depend primarily on the nature of the property in question and the market situation.
This was confirmed by a UK judge in 1992 when he ruled that a valuer’s estimate
of value should be assessed in terms of the inputs used in the valuation, which
may have influenced the range of the result (Crosby, 1998; Crosby et al., 2004;
Kucharska-Stasiak, 2016). Value is an estimate that is subject to uncertainty due to
the weakness of the human mind, which is also highlighted by behavioural economics
in a property-specific environment. It must be understood and interpreted correctly
and consistently by all market participants.

This study aims to demonstrate the impact of behavioral patterns among property
market participants on the formation of market value. It proposes three research hy-
potheses: (1) there is a behavioral chain in the property market where decision-mak-
ing, prices, valuation processes, and value itself are interlinked and influenced by
behavioral factors; (2) the behavioral nature of market value increases valuation
uncertainty, necessitating its reflection in the definition of value; and (3) this uncer-
tainty should be considered in the reporting of valuation results.

account of the conditions under which decisions are made (i.e. risk and uncertainty) and calls for revising
concepts explaining how prices are created and transformed into value.

3 Ongoing discussions on the category of market value have mainly covered issues such as the con-
cepts of highest and best use, hope value, or treating value in terms of highest or most frequently occurring
price, among others. Behavioural considerations were not included.
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The behavioural aspects of property valuation

Valuation models, which establish norms that guide valuers throughout the
property valuation process, are additionally enhanced by professional standards,
interpretative notes, and legal regulations. Valuers carry out technical, analytical,
computational and interpretative work using property documentation and market
information, including prices. However, due to low market efficiency, prices do not
quickly and fully reflect the market situation. They are the result of the behaviour
of the parties to the transaction, which, as mentioned above, is subject to emotions,
simplified forms of reasoning and therefore cognitive errors (Kahneman, 2012).
Cognitive errors and heuristics do not escape the valuers either, who do not always
adhere to the requirement of a normative model of valuation, which is reflected in
a relatively new line of research based on the achievements of behavioural eco-
nomics, namely behavioural aspects of property valuation (e.g. Jarecki, 2020). Diaz
and Hansz (2002) point out that, much like experienced chefs who do not strictly
follow recipes, professional valuers often diverge from formal valuation models,
relying instead on their own judgment and experience. The first to reveal it were
American psychologists in the 1990s, whose experiment showed that valuers are not
independent experts as they are supposed to be because they are subject to cognitive
dissonance and use mental shortcuts that influence valuation outcomes (Northcraft
& Neale, 1987). The problem of mental shortcuts in valuers has been confirmed by
other authors, including Gallimore (1994), Bokhari and Geltner (2011), Bucchianerii
and Minson (2013), and Da Silva et al. (2019). US and UK studies have shown that
valuers who value the same property again tend to be attached to the figure they
reported before (anchoring heuristics), by which the new figures are different from
those that would have been obtained if market data alone were used (Gallimore &
Wolverton, 2000). Gallimore and Wolverton (1997) have also observed the use of
availability heuristics among valuers. Research on availability heuristics has shown
that the order and format in which market information is presented is important
because it influences how the data is perceived for valuation purposes (Einhorn &
Hogarth, 1985; Hardin, 1997). For instance, in the sequential presentation of data,
more emphasis is placed on those at the end of a sequence. It is also notable that the
way data are presented (sequentially or simultaneously) can affect a valuation result.

Among the behavioural factors that significantly influence property valuation are
also the valuer’s business environment and the client’s attitude (valuation feedback).
Depending on clients’ needs and character, they may suggest a value they would like
to see, a valuation method of their preference, or insist on adjusting the value. To
force a valuer into compliance, they may use the carrot (promise to promote the valuer
among potential clients) and the stick (negative opinions). The ability of clients to
influence a valuation process and its outcomes has been confirmed by studies carried
out in the most transparent countries, such as the US, the UK and Australia (e.g. Diaz
& Hansz, 2002; Kinnard et al., 1997; Kishore, 2006; Wolverton, 2000;), as well as



Pobrane z czasopisma Annales H - Oeconomia http://oeconomia.annales.umcs.pl
Data: 09/04/2026 17:16:52

78 PIOTR MATEUSZ JARECKI, EWA KUCHARSKA-STASIAK

in Nigeria, Malaysia, Thailand (e.g. Chen & Yu, 2009; Palakavong & Swierczek,
2014) and Poland (Kucharska-Stasiak et al., 2018; Malkowska et al., 2019). In re-
lation to the behavioural chain in the property market outlined in the article, parties
to a transaction, operating within a context of limited and uncertain information,
make decisions based on subjective judgments, are influenced by emotions, apply
simplified reasoning, and make errors. Their behaviour influences the prices paid for
properties, which are subsequently converted into value in the valuation process by
experts who, as noted, are equally subject to the same laws of human nature. These
distortions pertain, among other factors, to subjectivity in the selection of valuation
inputs, such as the choice of comparable properties, the evaluation of their relevance
according to the order in which data is received, or the impact of client influence.
This situation seems to substantiate the need to incorporate an inherent element of
behavioural economics into both the definition of market value and the methods
used to measure it.

The behavioural nature of value, a definition of value and the question of its
measurement

The behavioural dimension does not appear to have a universally accepted defi-
nition, such as the one used in International Valuation Standards (IVS) and European
Valuation Standards (EVS), which defines market value as follows: “The estimated
amount for which an asset or liability should exchange on the valuation date between
a willing buyer and a willing seller in an arm’s length transaction, after proper mar-
keting and where the parties had each acted knowledgeably, prudently and without
compulsion” (IVS, 2020, p. 39).

The estimated amount is usually understood in terms of the most likely price
(EVS, 2020). In some circumstances, mostly in investment contexts, it is equated
with the highest price (Mooya, 2009). In cases that require objective market value
to be established, (such as the calculation of fees, taxes, or damages), it represents
as a typical, most common price. For market value to objectively represent market
circumstances, a valuer must consider whether a given transaction adequately meets
all conditions specified in the definition of market value and explained in its interpre-
tation. The conditions require parties to the transaction to be aware of the market sit-
uation (have access to information), to make rational decisions (act prudently), to be
free of duress, and to be unrelated to each other. Also, no time constraints may exist.
Further, for the market value obtained to be reliably interpreted, the best, legally per-
missible, and confirmed by the market use of the property in question must be known.
A use that is not yet permitted can also be taken into account, providing that the issuance
of a pertinent permit is underway.

The market value of real estate is thus a hypothetical construct founded on
several simplifying assumptions, which, according to Mooya (2016), partly derive
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from neoclassical theories referring to the homo oeconomicus model. Consequently,
the standard value theory only works in well-developed and competitive markets,
where what is observable, through the level of transaction prices, is equivalent to
value (Mooya, 2016). As indicated earlier in this paper, these are assumptions that
have been criticised by the body of work in behavioural economics. The definition
and interpretation of market value does not correspond to the behavioural chain that
exists in the property market.

We propose to emphasise elements of risk and uncertainty in the definition of
the market value of property, as well as to take into account the emotions raised by
behavioural economics, instinctive behaviour, the use of simplified forms of infer-
ence in conditions of often poor data availability. Our proposal is based proposal
on Mooya’s (2016) observation that a market price results from competition and
coordination among numerous, heterogeneous, and institutionally related actors
who have limited cognition and act under uncertainty and that market value can be
positive in competitive markets with a large number of similar properties for a valuer
to compare, or normative in markets where comparable properties are few (Mooya,
2016), making valuations more of an art than of science.

This distinction between markets based on their activity levels allows a better
understanding and interpretation of the market value of real estate and exposes its
weaknesses. In our opinion, market value is represented by: the estimated amount,
understood as the most probable, thus, typical price of a property obtainable as of
the estimation day, assuming that the parties are willing to conclude a contract, act
emotionally and instinctively, use simplified reasoning, have limited access to data,
try to act prudently, are free of duress, and the property in question has been on the
market for an appropriate period of time.

The above definition modifies the current one by adding a new element:

—understood as the most probable, thus, typical price of a property;

—act emotionally and instinctively, use simplified reasoning, have limited access
to data, try to act prudently.

In summary, the need to take into account the above elements of behaviour, as
revealed by the achievements of behavioural economics, is the effect of the transaction:
(1) in an inefficient market where the transaction price cannot provide a simple basis
for determining value (Brown, 1991), (2) between parties acting under conditions of
bounded rationality, subject to emotions, acting instinctively, using simplified forms of
reasoning, processing available information; (3) seeking to maximise their own satis-
faction and not necessarily utility (Case & Shiller, 2010; Kahneman & Tversky, 1979;
Simon, 1956; Thaler & Sunstein, 2022). It also arises from the behaviour of valuers
themselves who, while operating in an information-rich environment, remain suscep-
tible to cognitive errors and environmental influences (D’Amato & Coskun, 2022).

The extension of the definition of market value to include elements of market
participants’ behaviour must also be reflected in the way in which value is measured
and interpreted. This is in line with the conclusion of the team led by Mallinson,
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who pointed to the need to develop standards for the expression and measurement
of valuation uncertainty (7he Mallinson Report. Key Finding, 1994). This topic was
also considered in the 2002 Report (Property Valuation — The Carsberg Report, 2002)
The need to disclose uncertainty was emphasised by French and Gabrielli (2004).
The topic of valuation uncertainty and its measurement has also been discussed by,
among others, the Financial Stability Forum, the IVSC, TEGOVA, API, and even
the G20 (Joslin, 2005). The intensity of these considerations has increased as un-
certainty in markets caused by unpredictable events — so-called black swans (Taleb,
2008). Several ways of measuring valuation uncertainty have been proposed so far,
such as qualitative methods (verbal reporting, rating reports in terms of uncertainty),
quantitative methods (e.g. the Monte Carlo method), and operative clauses in valu-
ation agreements. However, the efforts to design a standard approach to quantifying
valuation uncertainty have not yet been successful. Nevertheless, debates and studies
have proven useful in that they pointed to the problem in need of resolution and led
researchers to agree that valuation uncertainty should be expressed in a way that both
valuers and their clients will find acceptable (French & Gabrieli, 2004).

Indicated, in the context of the behavioural dimension, the specificity of the
property market and the process of arriving at value suggests that the market operates
in price ranges rather than points. The awareness of that causes that the real estate
market prefers price intervals to price points (Damodaran, 2006; Mooya, 2009). The
benefits of presenting property prices as intervals rather than price points has been
studied by Aluko (2007), and French and Gabrielli (2004) have demonstrated the
probabilistic nature of the estimation result. In our opinion, presenting a valuation
outcome as a price interval is the most convenient way to express its uncertainty, and
the standard deviation appears to be a relevant measure of risk. Presenting value as
aprice interval is a common approach in the art market, which has many similarities
to the real estate market. The goods traded in the art market are also heterogeneous,
there is limited access to information, transactions are relatively few, and emotions
play an important role. And yet, the value of artworks is presented using intervals
rather than concrete figures unless the purpose of valuation prevents such an approach
(Szafranski & Wilk, 2017).

The behavioural aspects of market value as viewed by valuers — the survey results

The research section attempts to provide confirmation in business practice of
the theoretical considerations of the behavioural aspects of the property market and
to demonstrate the need to change the presentation of the valuation result to better
reflect its behavioural nature. The research method employed in this study is a ques-
tionnaire-based survey, a prevalent approach in social and economic sciences as well
as market research, particularly within the context of property valuation uncertainty
(e.g. Joslin, 2005). An online version of the survey was distributed to members of
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local valuers’ associations and shared on social media platforms within professional
valuers’ groups nationwide. The survey was conducted from December 2022 to May
2023, garnering responses from 90 valuers (52 women and 37 men). The estimated

response rate was approximately 2.2%.

Respondents were primarily individuals aged over 50 (44.9%) and those aged
3140 (28.1%), with the majority having a technical (53.4%) or business (31.8%)
educational background. A significant portion of the respondents were highly ex-
perienced: 52.8% had more than 12 years of professional experience, and 56.2%
conducted over 50 valuations per year, predominantly in residential property markets.

The survey comprised 12 questions focused on the following areas: interpretation
of the definition of market value, characteristics of the property market (including
low efficiency), behavioural aspects of decision-making processes within this market,
and behavioural aspects specific to property valuation. The findings of this survey

permit the formulation of the following conclusions:

Surveyed property valuers generally concur with the definitional assumptions of
market value. Their uncertainties, often reflected in responses such as “difficult to say”
(37.7%; n = 34), pertain to definitional elements typical of neoclassical models and
critiqued by behavioural economics, such as “acting prudently and knowledgeably”
and “not being under duress”. Respondents recognize behavioural patterns among
market participants during investment and consumption decision-making stages: the
heterogeneity of properties, the relatively low frequency of transactions, and the lack
of substitutes (no two properties are identical) create pressure and compulsion in de-
cision-making (e.g. “we won’t find another one like this; someone else will buy it”).
Consequently, this contributes to greater susceptibility to emotional influences.

At the same time, the majority of surveyed valuers (60.7%) recognize that be-
havioural factors — such as emotions, environmental influence, and instinct, which
are typical of participants in this market — are not fully accounted for in the definition
of market value. They agree that these factors, along with trends and often limited
awareness of market conditions, influence both prices and value. This acknowledg-
ment reinforces the idea that price and value possess a behavioural dimension. Since
market value is intended to reflect typical behaviours of real estate market partici-
pants, these behaviours should not be excluded from its definition and interpretation.
Surveyed valuers are aware of the informational limitations inherent in real estate
market prices. The vast majority (61.8% of respondents, n = 56) agree that transac-
tion prices and rental rates do not fully reflect all available information regarding the
transaction objects. They also believe that these prices cannot be fully explained by
fundamental factors, suggesting that non-economic factors may constitute between
11% and 30% of the price (55.1% of respondents, n = 50). Previous studies suggest
that the influence of fundamental factors may be even less significant. For instance,
Salzman and Zwinkels assert that fundamental factors account for only 10% to 40%
of property price variations (2013), a finding attributed to the market’s low efficiency,

as highlighted by researchers (Maier & Herath, 2009).
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They are aware of the presence of behavioural aspects in valuation, identifying
their sources in the subjectivity of market evidence assessment, adopted assump-
tions, and cognitive biases, thereby confirming another stage of the behavioural
chain. They recognize that factors such as experience, the timing of the assignment,
relationships between entities, diligence, accuracy, and the pressure stemming from
the client’s desire for a mortgage loan approval (Jarecki, 2020) influence valuation
levels, further affirming that value also has a behavioural dimension. However, they
exclude the influence of emotions and environmental pressures on valuation out-
comes, which is inconsistent with the literature and the findings of numerous studies
(e.g. Levy & Schuck, 1999).

A chain of behavioural dependencies emerges in the real estate market: investment
decisions are behavioural, prices are behavioural, the process of deriving value is
behavioural, and value itself is behavioural. At each stage of this chain, market partic-
ipants are subject to emotions, make mistakes, seek to maximize personal satisfaction
rather than utility, and operate under conditions of risk and uncertainty. Given that the
process of determining market value is intended to simulate the typical behaviours of
market participants, the concept of value should reflect the specific characteristics of
this market, as well as the conditions under which its participants operate, including
risk and uncertainty.

The above confirms a widely recognized phenomenon in the literature: the poor
understanding of the nature of market value among valuation clients, who often re-
gard value as a certain category expected to match price (French & Gabrieli, 2014).
This issue is also reflected in conducted empirical research, as confirmed by the vast
majority of surveyed property valuers. Furthermore, the lack of understanding of the
difference between market value as an ex-ante concept and price as an ex-post measure
negatively impacts both the public image of property valuers and the perception of
property valuation itself. More than half of the respondents (58.4%, n = 53) reported
encountering situations where discrepancies between value and price were interpreted
as an error by the valuer.

The majority of surveyed property valuers agree on the need to implement an
alternative presentation format for valuation results (41.7%, n = 38). The authors of
this study suggest that such a change could positively influence the business commu-
nity’s perception of the valuer’s role and enhance client understanding that a valuation
report represents a subjective and scientific analysis. A significant portion of respon-
dents remain undecided (32.6%, n = 29), yet this group exceeds the number of those
who oppose the change. Among those supporting the change, there is a preference for
presenting results in the form of a numerical range, verbally informing clients, including
disclaimers in reports, and using rating systems for valuation reports. Respondents were
also invited to propose their own ideas for modifying or improving result presentation.
Their suggestions included sensitivity analysis, and some comments emphasized the
use of quantitative methods to complement the presentation, with the caveat that certain
valuation purposes (e.g. tax assessments) would still require a specific figure.
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Synthesis, discussion and key findings

In this paper, we propose the concept of a chain indicating behavioural dependen-
cies: investment decisions are behavioural (Brzezicka & Wisniewski, 2014), prices are
behavioural (Brzezicka & Wisniewski, 2014; Waszczuk, 2024), the process of deter-
mining value is behavioural, and value itself is behavioural (Jarecki, 2020; Waszczuk,
2024) (Hypothesis 1). This is because, at each stage of the chain, market participants
are influenced by emotions, make errors, aim to maximize personal satisfaction rather
than utility, and operate under conditions of risk and uncertainty. Since the process of
determining market value seeks to simulate typical participant behaviour, the concept
of value must reflect the specific characteristics of the market in which it is created, as
well as the conditions under which its participants operate, including risk and uncer-
tainty. Uncertainty is therefore regarded as an inherent aspect of property valuation. In
determining the value of real estate, the level of subjectivity —and consequently, uncer-
tainty — appears greater than when determining the value of other goods (Hypothesis 2).
However, the current definition and interpretation of market value do not sufficiently
account for the unique characteristics of the property market or of property itself as an
object of valuation. Accordingly, the definition of value has been supplemented with
these elements, making it necessary to alter how the valuation outcome is presented so
that it better reflects the functioning of the property market, is more comprehensible
to recipients, and, importantly, is safer for the valuer. This need is particularly pro-
nounced as valuation recipients often equate value with price and may remain unaware
of the inherent uncertainty in valuation (Hypothesis 3). The inclusion of behavioural
elements in the definition of market value does not imply a rejection of the previous
concept of value. Rather, it constitutes an essential enhancement, revealing what is
most typical in this market: emotions, risk, and uncertainty. Adopting new methods
for explaining socio-economic phenomena, we hope that this enriched definition rep-
resents a further step in a discussion ongoing for over a century, aligning with a new
research trend in the real estate market (BREM) that emphasizes the actual mechanisms
governing human behaviour. Recognizing the role of estimation uncertainty advises
caution against overconfidence in the valuation outcome (Brzezicka & Wisniewski,
2014; Sanders, 2018). We assert that revealing the complexity of market value in real
estate should also affect its operationalisation, encouraging the presentation of a value
range and the specification of standard deviation. Although such operationalisation
may not be feasible for all valuation purposes, it will introduce the idea that valuation
outcomes are subject to uncertainty and risk. The behavioural nature of market value
suggests that future advancements in valuation should focus not on refining valuation
methodologies — currently facing a crisis (Mooya, 2009) — but on understanding the
relationships between market participants and an increasingly complex environment,
as well as their influence on value. To address this need, valuation should integrate the
findings of behavioural economics. For this concept to gain acceptance among valuers
and the general public, uncertainty and risk should be addressed in professional stan-
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dards for property valuation and clarified by professional organizations. This would
likely enhance the perceived standing of valuers within the business world and improve
public understanding that, in paying for a valuation report, they are paying for both
subjective judgment and scientific expertise. Such an approach would add credibility
to valuations, thus increasing security in the market, reducing transaction risks in real
estate, and potentially lowering transaction costs. We maintain that recipients of valu-
ations should become more aware of what they are paying for and valuers of what they
are determining. The discussion on the market value of property cannot be considered
concluded; it must respond to the demands of the 21* century. This implies that it may
continue to evolve, incorporating social considerations alongside economic aspects,
including the sustainability requirements of ecological systems (Life Cycle Cost).
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