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Abstract. The built environment takes a core position between architectural 

professionals, economists, geographers, and other fields. The object of this 

research is the mechanism of value transfers between architectural objects and 

their market value. Architecture is the art and science of designing space from the 

macro level of urban planning, urban design, and landscape architecture to the 

micro level of construction details and, sometimes, furniture. Architectural 

variables in econometric models are used to identify spatial dependency, 

spillovers of value, externalities, links between ‘good’ architecture and market 

value, heritage aspects, contributions to sustainable development, and 

architecture as public good. While many studies have focused on the 

determinants of the real estate market value, the aim of this research is to capture 

the areas of influence of architectural variables on the market value of a property. 

To structure that influence, we analyzed the types of value a built environment 
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can generate and the determinants of real estate market value. A mechanism of 

value transfers between architecture and the real estate market value is presented 

in a proposed framework. The implications of the framework and future research 

are discussed. 

Keywords: real estate market value, price determinants, architectural variables, 

externalities, methodology 

JEL Classification: R31, R32, D46 

1. INTRODUCTION 

The research on built environments is rather fragmented between architectural professionals, 

economists, geographers, and other fields. However, in the context of social, cultural, economic, and 

environmental values, the built environment occupies a core position. Architecture is the basic element that 

co-creates the human environment (inside the building as well as in the built landscape). It is therefore seen 

through the prism of technology, engineering, most often construction (a narrow approach), culture, and 

art and the processes of shaping space (a wider approach). In the past, the role of the architect was to design 

functional and beautiful buildings. Currently, there is a need to consider other requirements, such as the 

friendliness and accessibility of the environment, rationality and space saving, biodiversity, and saving 

natural resources, especially energy and water. These include studies on spatial dependency and architectural 

design or style and their impact on the real estate market value. While many studies have focused on 

determinants of the real estate market value, the aim of this research is to capture the areas of influence of 

architectural variables on the market value of the property. There is a critical emphasis in this study on the 

monetary dimension of the real estate valuation, which omits the nonmarket properties of the real estate. 

A scientific problem that is raised is that architecture’s influence on the real estate market value is not 

structured, and most research is done from determinants of the market value perspective, but this lacks a 

systemic overview of the transfers of value between the built environment, its market value and the public 

policy dimensions. The scope of this research is to fill the research gap between studies about the economic 

outcomes a built environment generates and studies about the determinants of the real estate market value. 

The scientific novelty of this research is an attempt to connect these two areas of research in one theoretical 

framework that may identify possible ways to improve the understanding of links between the architecture 

of a built environment and its market value. The basis for consideration is the assumption that the economic 

value of the property is influenced by the decisions made by architects and their teams, and vice versa, the 

economic value of the property influences the decisions made in the process of architectural and urban 

planning design. The primary object of the research is the mechanism of value transfers between 

architectural objects and their market value. Further objectives are to systematize the architectural variables 

in real estate economics, establish interrelationships between architecture and real estate economics, 

structure the concept of value of real estate looking at what built environment generates, and investigate the 

determinants of the real estate market value. 

In the theoretical part of the study, we attempted to systematize the conducted research on architectural 

variables and the market value of the real estate. The analysis showed that the studies have a fragmentary 

character, concern selected factors describing the architecture and do not consider the mutual relations and 

connections. The further part of theoretical arguments concerns the interpretation of the market value of 

the real estate. The concept of economic value adopted in the study treats the real estate as an element of 

the environment, taking into account the mutual relations and interaction. The economic value of the 
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property is determined not only by its monetary dimension. These issues are considered in the methodical 

part of the article, which identifies the areas of architectural influence on the market value of the property 

and presents the framework for future research. 

This article utilizes existing knowledge on the researched topic introducing a systemic theoretical 

analysis, practical construction method, and visualization of the theoretical perspective. The interpretative–

constructive methodological approach was chosen, which enabled us to reveal an estimation of the 

researched phenomena and the structure of it. 

2. THEORETICAL BACKGROUND 

2.1. Architectural variables in economics 

Architecture should shape a human friendly space combining form and function. Space is a limited 

good with strictly defined size, features, and patterns, without the possibility of multiplication, which in turn 

creates competition and conflicts in the process of space management. Therefore, it is necessary to search 

for an appropriate and optimal way to use a space to determine the best possible function for a given area 

generating ‘highest value’ and ‘best use’. Although architecture can be seen in many ways, the definition of 

architecture as art and knowledge of space is used and extended in this article. Architecture is not a physical 

object but rather space that is functional and represents the ‘best use’. 

The notion of architectural variables in this study refers to quantitative and qualitative measures of a 

built environment that can be taken to reflect that ‘best use’. Particular measures are neither positive nor 

negative in nature. For example, building intensity might be considered good or bad depending on the 

location and use, as well as social, political, and cultural background. Being location specific, architectural 

variables are, thus, hard to define; however, it is the essence of architecture to generate the ‘highest value’ 

for a given area. To give an example, if we have limited space as mentioned before and limited resources to 

build a housing block, would it be ‘best use’ to allocate all resources to build housing units or would it be 

better off with some left for a park or communal space? Similarly, is it worth adding a nonstructural layer 

for facade complexity rather than saving on investment or building more housing units instead? The idea of 

these variables becomes even more complicated when we consider this housing block as an externality or 

public good to the inhabitants and visitors of a district or a whole city. The hypothesis is raised that 

architectural variables can influence individual economic and public policy outcomes. 

In addition to this, the field of architecture may be referred to in the following senses: 

1. The widely speaking sense (from urban planning and urban design to building and interior design); 

2. The narrowly speaking sense (mainly buildings and style). 

The focus here is on the scope of the design tasks an architect may carry out. A widely speaking 

definition often includes the design of the total built environment from the macro level of urban planning, 

urban design, and landscape architecture to the micro level of construction details and, sometimes, furniture. 

The object of architectural design is everything that shapes the space around us whether inside or outside, 

be it a building or other structure. As opposed to this, narrowly speaking, architecture is just buildings in 

space. For example, a new bridge is proposed. This would reduce transportation costs in the city. This would 

alter the attractiveness of some areas for shopping and services, increase the potential for advertising and 

improve the investment background. This would have an impact on the housing characteristics in that area, 

therefore, changing the variables in hedonic house price models. The way we look here at architecture is 

broadly speaking and defined by space because it includes all our surroundings, be it a system of streets and 

bridges or districts and buildings, including the outside and inside. 
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Spatial dependency, spillovers of value, externalities. The problems of spatial effects have been ignored in real 

estate analysis to an extent. However, there is research to identify house price determinants regarding their 

location and surroundings Cellmer & Trojanek, 2019; R. Trojanek, 2016; R. Trojanek et al., 2018; R. 

Trojanek & Huderek-Glapska, 2018; Radosław Trojanek et al., 2019). This confirms that real estate data is 

highly spatially dependent. In recent decades, spatial econometrics was used to incorporate neighborhood 

dynamics and spillovers of house prices into the traditional hedonic model (Anselin, 1988) (Can, 1990) (Le 

Sage, 1998, 2009) (Wilhelmsson, 2002, 2004). Other spatial econometric approaches, like the distance to 

urban focal points in the city, have been tested and their influence on prices confirmed (Gat, 1998; Gong 

et al., 2016).  

There is research on how to better incorporate those spatial econometric models in recent studies 

comparing different spatial econometric methods (Stamou et al., 2017). Spillovers of value in micro scale 

environments have also been studied. Research showed that houses designed by Frank Lloyd Wright (a 

famous American architect) have a positive effect on the prices of houses nearby (Ahlfeldt and Mastro, 

2012). A price impact of attractive neighboring buildings was also captured with a computer vision technique 

(Glaeser et al., 2018). These interventions suggest that buildings in urban environments are affected by the 

appearance of the buildings that surround them and their position related to the urban structure of the city. 

Urban and architectural design quality variables. Many studies attempted to add qualitative variables or expert 

ratings to hedonic regression models. One of the earliest studies by Hough and Kratz (1983) assessed the 

influence of architecture on office rent prices in downtown Chicago using regression analysis. New 

commercial buildings that won architectural awards had a 22% rent premium; however, landmark status 

buildings, as measure of good architecture for older buildings, did not benefit and suffered from a price 

discount due to difficulties in renovations and government permissions.  

Vandell and Lane (1989) evaluated office buildings in Boston and Cambridge to understand the effect 

of good architecture on their construction costs, rent levels, and vacancy rates. They found that the better 

the design quality of office buildings, the higher the rent; however, the relationship between vacancy rates 

and the design was weak. They surveyed architects and used disaggregation analysis to measure the quality 

of architecture. They also acknowledged that good design usually costs more but is not necessarily the case. 

This was followed by Asabere et al. (1989) finding a price premium for certain architectural styles in 

Newburyport, Massachusetts. Fuerst et al. (2011) proved that offices designed by famous architects had 

higher rent levels than those whose designer was less famous.  

The attractiveness of historic areas was estimated, including style and building type variables as control 

variables, in a model by Coulson and Lahr, 2005. Different aspects of design quality in apartment units in 

the Belfast City Centre were evaluated by applying and extending the hedonic model to include building and 

urban level quality variables (Nase et al., 2016). Research was performed on measuring the price effect of 

the neo-traditional architectural style of buildings, which does affect the willingness to pay (Buitelaar and 

Schilder, 2017). All these studies linked architecture to the value of buildings, and they mostly found a 

positive relation between good design and the real estate market value. 

Heritage aspects. Architecture is perceived by people through our mind and memory; therefore, our 

collective memory gives a meaning to places, altering the valuation of the real estate. There are various 

hedonic price analyses that look at historic buildings. A price premium was found in cases that involved 

listed buildings themselves, neighboring buildings to listed buildings and cultural historic site areas (Lazrak 

et al., 2014), and historic districts in New York (Been et al., 2014). In a recent study by Rudokas et al. (2019), 

landmark buildings were more expensive to maintain, therefore, resulting in lower rent prices. However, 

they act as positive externalities for neighboring buildings.  

Research was conducted to analyze heritage aspects, like the status and features of a building or historic 

built environment as well as the influence on real estate prices using the hedonic price method. While no 
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significant influence on price was found regarding the heritage status of a building, the heritage in general 

played an important role in the price of new buildings that were being developed in the surrounding area of 

heritage buildings or environment. Authors noticed spillovers of the value of heritage buildings that resulted 

in a significant increase in neighborhood house prices (Rudokas et al., 2019). The influence of the heritage 

aspects of architecture to the real estate market value were found in most cases, in particular when 

considering new buildings adjacent to listed buildings and historic site areas. 

Sustainability. The need to evaluate the effect of architecture on the value of sustainable houses is 

addressed. Architectural design integrates a great variety of decisions in a building project, including 

orientation, window placements, space configuration, and the choice of finishing materials (Fadaei, 2015). 

Good design can attract clients for sustainable houses, therefore, resulting in price premiums for investors 

of sustainable houses. If people know that they can save 25% on energy bills by buying a correctly solar 

orientated house, they will become motivated to select that house over the same house with the wrong 

orientation, contributing to today’s environmental discourse (Rashkin, 2010).  

The evidence of the built environment quality on environmental outcomes was found in various other 

studies as well. Urban form has an impact on the energy consumption (Ewing and Rong, 2008; Ratti et al., 

2005; Chen et al., 2011; Lee and Lee, 2014), mobility, and services in the city (Zhou et al., 2013; Nakamura 

and Hayashi, 2013). Urban design and landscape design have an impact on the microclimate (Bowler et al., 

2010; Ko and Radke, 2014; Jamei et al., 2016), air pollution, and noise (Honold et al., 2012). The design of 

a built environment is strongly related to the material use and embodied energy. Generally, a great deal of 

architectural solutions can contribute to achieve sustainability goals in real estate economics. 

Architecture as nonmarket or public good. Referring to architecture as a public good in a city, the value to its 

inhabitants and tourism may be captured. Scerri et al. (2019) noticed that special local characteristics of place 

are captured and enhanced by architecture, and tourists are attracted to consume its unique design qualities. 

As with other nonmarket goods, tourist expenditure is not an architecture’s explicit objective; however, 

architects, city municipalities, and cultural organizations are aware that architecture is a visitor attraction on 

its own. This makes architecture an externality or public good that contributes significantly to economic 

activity.  

In their study, Scerri et al. (2019) attempted to calculate the overall economic impact of a building 

annually. These include examples, such as the Guggenheim museum Bilbao, the Sydney opera house and 

the Gehry-designed Dr Chau Chak Wing building, the latter being worth somewhere between AUD 48.8 

and AUD 97.6 million to the economy annually (Scerri et al., 2019). The consumption of space by tourists 

and their mobility highly influences economic activity in cities. The pattern of consumption is highly 

influenced by the positioning of architecture landmarks, public space, and urban design structure (Aranburu 

et al., 2016). There is an implicit market for environmental goods in the city. We do not explicitly purchase 

nonmarket goods; however, we do purchase other goods for which the demands are related to nonmarket 

goods. For example, environmental quality can influence where to live, work, and relax (Champ et al., 2017). 

Regarding architecture, we do not explicitly purchase architectural quality, or widely speaking, architecture. 

Here and further, architecture, or some part of it, may be perceived as a nonmarket good. The real estate 

market links to nonmarket goods make it possible to infer values for the demand of architecture as a 

nonmarket good revealed through house purchases. 

2.2. Interrelationships between architecture and the real estate economics 

In the search for the mechanism of the influence of architecture on real estate economics, objects of 

the built environment become a mediator between architecture and economics. The interrelationships 

between architecture and the built environment, presented in figure 1, are as follows: 
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1. Architecture – attribute of the built environment that is capital or a product (it is tangible, shapes 

physical structures and is a part of market goods and relates to hedonic price models). 

2. Architecture – art, design, image, style, vision or orientation that influences human economic 

behavior (it is intangible and abstract and, thus, difficult to incorporate into market evaluation, partially acts 

as a nonmarket good, and relates to studies about quality variables, nonmarket, and public goods). 

3. Architecture – a significant part of ecosystem we live in (relates to studies about sustainability). 

The first interrelationship comprises the narrowly speaking sense of architecture. This shows that 

architecture has an influence on this large market. The housing market is larger than the value of the entire 

stock market in most countries, particularly in the Baltic States (Jadevicius, 2016). In the Baltic States, the 

amount of outstanding housing loans to households was EUR 19.0 billion in 2018 (Hypostat, 2019), and 

the market capitalization of the listed companies was EUR 6.7 billion (Nasdaq Baltic, 2019). Architectural 

assets hold tangible and intangible value. While the first interrelationship is about shaping tangible assets, 

the second interrelationship is about the intangible value of buildings, which can be described in various 

forms including aesthetic and cultural values (Scerri et al., 2019), the sense of place, and the historical and 

social meaning (Hayllar et al., 2008).  

Regarding the third interrelationship, architecture is a significant part of ecosystem we live in and its 

sustainability. Architecture may not be replaced by other products or services even in the long term. Cities, 

public spaces, and shelters are the main pillars people relate to. The concept of sustainability should not be 

based only on market models, especially in short term, as the influence of the given nature of our universe 

is dominant in architectural design. The way the space is managed has a significant impact on the functioning 

of the economy and on the value of resources (the land, natural and cultural landscape, and environment).  

Subordination of investment procedures to the principles of sustainable development is a source of 

benefits for the economy (reduction of losses resulting from wrong administrative decisions and 

improvement of investment processes), social benefits (reduction of social conflicts and a higher quality of 

life), and benefits for the natural and cultural environment (reduction of negative consequences for the 

environment, better value protection in both spheres of heritage). To summarize, the first interrelationship 

shows that architecture deals with stock that has quantitative significance in microeconomics and 

macroeconomics. The latter two interrelationships show a broader influence on society and economic 

behavior. 
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Figure 1. Interrelationships between architecture and built environments 

Source: own evaluation. 

 

Through these interrelationships, the impact of architecture on a built environment may be: 

1. Quantitative. Architectural design has an influence on the effectiveness of the geometry of a 

building, the heating and cooling capacity, the natural lighting, and the use of land and materials. As 

described before in this article, the orientation of a building, amount of glazing, thermal capacity, and types 

of materials have impacts on the overall performance of a building (Fadaei, 2015). 

2. Qualitative. Architecture is an influential generator of value. The value transferred is highly 

intangible and, therefore, impossible to quantify. However, later in the process, health, social, economic, 

and environmental outcomes can be quantified. 

We expect functional technical decisions in tandem with aesthetics from architecture. There should be 

a balance between quantitative and qualitative measures in architecture, as going for the maximum rate in 

quantitative assessments would render all buildings the same. Although there is evidence that various 

quantitative and qualitative variables of architecture have influence on real estate market values, the 

influence of architecture, in a broad sense, on real estate economics is not structured. Architectural variables 

in econometric models are taken as immutable and fixed; therefore, little research has been done to simulate 

different scenarios of architectural design and forecast possible impacts. 

When talking about the influence on real estate economics, the influence must be quantitative and 

expressed through the market value or various statistics of location and macroeconomic variables. The 

influence of the built environment on real estate economics is quantified and highly influenced by the real 

estate valuation methods used; however, the accuracy and mechanism of those methods are not in the scope 

of this study. 

Architectural variables should not be assumed to be exogenous. There are many omitted variables that 

influence architecture and the real estate market. The market value of real estate tends to move together 

with other asset prices. Real estate, especially housing, is consumption and investment at the same time, 
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thus, becoming a consumer choice and speculative asset. There may be larger players, such as the credit 

supply, GDP, or interest rates, that have an overriding influence on housing consumption. There may also 

be certain trends or desires in society resulting in irrational human behavior that is hard to explain in 

econometric models. Therefore, the mechanism of architecture influence on the real estate market value as 

described in this study should be considered at a fixed time as capable of shifting over time. 

2.3. The concept of value of the real estate 

A distinction between two concepts of value is made by philosophers: 

1. Intrinsic value—“that which is desirable or worthy of esteem for its own sake; thing or quality 

having intrinsic worth” (Webster's New World Dictionary, Third College edition) “if it is valuable in and 

for itself – if its value is not derived from its utility, but is independent of any use or function it may have 

in relation to something or someone else. […] an intrinsically valuable entity is said to be an 'end-in-itself', 

not just a 'means' to another's ends” (Callicott, 1989). 

2. Instrumental value—the value, according to this concept, lies in its contribution to some other goal, 

a ‘means’ to some other end or purpose (Costanza & Folke, 1997). 

The market value of the property reflects a mix of these two concepts. The usefulness of the property 

is captured by its instrumental value; however, architecture, as the art and science of designing a space, can 

hold intrinsic value that may affect the willingness to pay. It is difficult to draw a separation line here, but, 

for example, a traditional shape, particular style, or material of a house may have more intrinsic value 

compared to the plan arrangement or number of floors, although some properties considered intrinsic could 

have halfway instrumental explanation. 

In the context of social, cultural, economic, and environmental values, the built environment occupies 

a core position that shapes our behavior. Therefore, the concept of the value of real estate can be 

approached from two different perspectives: 

1. The value the built environment generates; 

2. The determinants of market value as a measure of impact on the real estate economics. 

These two approaches are presented in the following sections of this article. 

The value the built environment generates. This was revealed by a systematic study by Carmona (2019). It was 

backed up by 271 research studies that were included in the review focusing on the added value of the 

quality of a space. The full range of the public policy dimensions covered by Carmona (2019) is presented 

in Table 1. 
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Table 1 

Public policy dimensions covered. 
 

 Public policy dimensions 

Health A1. Greenness and physical health 

A2. Greenness and psychological well-being 

A3. Place quality and mental health 

A4. Walkability, active travel and related health 

A5. Place quality and physical health 

Society B1. Street layout and crime 

B2. Environmental design and crime 

B3. Street design and safety from collisions 

B4. Place quality and livability 

B5. Urban vitality 

B6. Inclusivity and social capital 

B7. Enabling environments 

B8. Place quality, play and learning 

Economy C1. Property values and green space 

C2. Residential property values and urban design 

C3. Commercial property values and urban design 

C4. Streets, public realm and economic value 

C5. Economic development and regeneration 

C6. Public spending (and savings) 

Environment D1. Urban form, density and energy use 

D2. Transport, technology and carbon reduction 

D3. Thermal comfort, cooling and pollution 

D4. Ecology and resilience 
 

Source: Carmona (2019). 

 

The collective evidence on place value is a collection of health, social, economic, and environmental 

outcomes. The way places are designed plays an important role in delivering better physical health, mental 

health, better fitness, greater daily comfort, and enhanced quality of life. The social evidence corresponds 

to fewer accidents, social integration, lower rates of crime, better educational outcomes, enhanced street 

level vitality and sociability, stronger civic pride, and greater inclusiveness. Economic outcomes consist of 

property uplift and reduced vacancy, viable investments and extended regeneration benefits, reduced public 

expenditure, higher local tax takes, lower costs of living, and higher productivity.  

The environmental benefits from place value include reduced energy use and associated carbon 

emissions, adaptive reuse, a viable local exchange network, reduced heat stress and enhanced thermal 

comfort, reduced waste and pollution, greater resilience, and ecological diversity (Carmona, 2019). Some 

economic outcomes are quantitative and refer to the market value instantaneously to see the impact on the 

real estate economics. While the health, social, environmental, and some of other economic outcomes are 

beneficial to the microeconomic and macroeconomic environment overall, their impact on real estate 

economics is collateral through micro and macro variables as presented in the following sections of this 

article. 

Generation of value in exchange. A problem of differentiating types of value can be discussed further. In an 

economic context, value is usually interpreted as a monetary amount for an exchange between a willing 

buyer and seller in an open market. However, two main types of value can be defined: 

1. Value in exchange is the quantity of other commodities (normally cash) that a commodity can be 

swapped for (Carmona et al., 2001). This is what is generally called market value and is often related to the 

concept of price (Nase et al., 2015). 
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2. Value in use is often associated with the concept of worth or the pleasure a commodity generates 

for its user. It is important to say that worth is not the same as price as there are various variables in the real 

estate market that are not perfect (inefficient). The valuation of real estate also differs widely at the 

international level (Nase et al., 2015). 

The International Valuation Standards Council (IVSC) and Royal Institution of Chartered Surveyors 

(RICS) define market value as: 

“Market Value is 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 marketing and 

where the parties had each acted knowledgeably, prudently and without compulsion” (RICS, 2019). 

However, this definition can be criticized for being too money-centered and with little consideration 

of other (physical and social) dimensions (Nase et al., 2015). Therefore, a wider conception of value, 

including value in use and welfare, was applied in this study. Six different types of value of built environment 

were identified by Macmillan (2006): 

1. Exchange value. Objects of built environments are commodities to be traded. The market price is 

the price people are willing to pay for it. 

2. Use value. The contribution of a built environment to organizational outcomes, such as 

productivity, profitability, competitiveness, and repeat business. 

3. Image value. The contribution of a built environment to corporate identity, prestige, vision, and 

reputation. Creating organizational values of openness, design excellence, and innovation. Architecture 

working together with people to become part of a brand image. 

4. Social value. Creating opportunities for positive social interaction, enhancing social identity, and 

improving safety and security as well as preventing vandalism and crime. 

5. Environmental value. Contribution to sustainability of a built environment by using the principles 

of adaptability and flexibility, robustness, and low maintenance. The application of a whole-life cost 

approach. 

6. Cultural value. Intangible phenomena, like context, sense of place, symbolism, inspiration, and 

aesthetics, are considered. 

The various types of value described above translate to the first value in exchange. “This translation 

process is based on interdependent economic factors that create value, namely utility, scarcity, desire and 

effective purchasing power” (AI, 1996). “Utility is the ability of a good to satisfy needs. Scarcity is the supply 

of an item relative to the demand for it. If demand is constant the scarcity of a commodity makes it more 

valuable. In the case here, reduced quantities of a quality (urban design) product due to initial investment 

costs reflect its price in the market. Because it is inefficiently priced, urban design (as a public good product) 

is undersupplied by property development and house building industry. Desire is a purchaser’s wish for a 

commodity to satisfy needs beyond the essential required to support life. This is considered in direct relation 

to quality as the willingness to pay a higher price for higher utility. Finally, effective purchasing power is the 

ability of purchasers to participate in the market” (Nase et al., 2015).  

This justifies the definition by Royal Institution of Chartered Surveyors, which states that the market 

considers all types of value when defining an exchange value, market value, or price. This is based on utility 

theory as all types of value together maximizes the user utility (Nase et al., 2015). It is difficult to confirm, 

however, that none of the value is lost during that translation; therefore, the market value of the real estate 

may not reflect the whole set of values described. 
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Figure 2. The structure of structural, location, and neighborhood variables 

Source: own evaluation. 

 

Determinants of market value. Looking from perspective of the real estate market value, hedonic theory is 

based on the idea that the price of any house represents the price for a bundle of goods. Those goods, 

according to Dubin (1988) can be grouped into three main categories: 

1. Location variables—characteristics that describe the geographical location of the object or its 

location relative to other objects. 

2. Structural variables—attributes of the house itself (size, rooms, age, etc.). 

3. Neighborhood variables—characteristics that describe the socio-economic and physical 

neighborhood properties (pollution, noise, crime etc.) (Can, 1992). 

The location and neighborhood variables that influence a houses’ market value are an outcome of the 

structure of the same houses and are, thus, not entirely exogenous. This is based on the theory of 

structuralism, which states that the structure of elements may acquire new values compared to the sum of 

the values of the individual elements. Those new values acquired are location and neighborhood variables 

as presented in Figure 2. 

3. METHODOLOGY AND RESEARCH FINDINGS 

The structure of the determinants of the real estate market value is presented in Figure 3. The 

determinants of the real estate market value are constructed in three main categories. The base market value, 

determined by structural variables, is modified by micro modifiers, determined by neighborhood variables, 

and macro modifiers, determined by location variables. 
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Figure 3. Determinants of the market value 

Source: own evaluation. 

 

The mechanism of value transfers is presented in Figure 4. The interrelationships between architecture 

and the built environment are described in Figure 1 earlier in this article. Two main directions—’value in 

use’ and ’value in exchange’—can be taken from the built environment perspective. ’Value in use’ is divided 

into five types of value that a built environment can generate. Although, ’value in use’ and ’use value’ may 

be inappropriate syntax here to use together, ’value in use’ was chosen to refer to research done by Nase et 

al. (2015). There is also a distinction between market and nonmarket goods in Figure 4. Around the concept 

of ’market value’, there is area defined by ’market’ that also takes some part of the other ’values in use’. The 

majority of social, environmental, and cultural values fall into the area defined by ’nonmarket’. However, 

those values are later transferred to ’market value’ through modifiers. The idea of modifiers is also described 

in Figure 3 earlier in this article. 

The link between the ’built environment’ and ’market value’, as an equivalent in money, works both 

ways, as elements of built environments can be bought or sold. On the other side, the determination process 

of ’market value’ goes through a series of values a built environment can generate, relying on the idea of the 

translation of various types of value to ’value in exchange’ or ’market value’. 
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Figure 4. Transfers of value—the framework 

Source: own evaluation. 

 

4. CONCLUSIONS 

The influence of the built environment on real estate economics may be far bigger than market value; 

however, it is distributed widely between all public policy dimensions. Part of the value stays in the 

nonmarket area, while other parts are translated to market value. Architecture plays an important role in 

shaping a built environment, creating influences on our economic behavior and becoming an influential 

generator. 

The framework was constructed to fill the research gap between studies about the economic outcomes 

a built environment generates and studies about the determinants of the real estate market value. Value 

transfers can cross various areas, either market or nonmarket. The paradox here is that even while talking 

about the real estate ’market value’, determinants of that value are highly dependent on nonmarket goods. 

The architectural design of a built environment is the one that creates or has a significant influence on those 

nonmarket goods, as suggested by research regarding public policy outcomes as evidence of place value. 

Further identification and quantification are needed to better understand the mechanism of value transfers 

between architecture, the built environment, and public policy dimensions, including health, society, the 

economy, the environment, and the real estate market value. 

The real estate valuation methods can be a tool for the quantification of the determinants of real estate 

market value. The broader view of the values generated from the built environment in the dimensions of 

public policy shows the areas of influence of broadly understood architecture on the market value of the 

property. The quantification of this influence should be the scope of a future study. The methods could be 

further improved according to the framework and, thereby, result in a better understanding of the impact 

of architecture on real estate market value. 
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