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ARTICLE INFO ABSTRACT

. . This study was conducted to improve the property valuation system of Isfahan City
'Igglecalrec;ygae-er for the assessment of municipal charges by incorporating the participation of real
P estate consultants. The research adopted a descriptive—analytical approach and

involved 914 participants, including municipal property valuation experts and
members of the Isfahan Real Estate Consultants Association, who were selected

Avrticle History: through random sampling. Data were collected using structured questionnaires based
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on a detailed geographical zoning framework, with a precise distinction between
main and secondary streets. The findings revealed that the average discrepancy
between expert-assessed property values and market prices amounted to 60 million
Iranian Rials in the residential sector and 130 million Iranian Rials in the commercial
sector. In the residential sector, 22% of regional valuation codes exhibited low
discrepancies (less than 10%), 31% showed moderate discrepancies (10-30%), and
47% required re-evaluation. The corresponding figures for the commercial sector
were 9%, 19%, and 72%, respectively. A hybrid valuation model was developed
based on minimizing estimation errors and empirically testing alternative weighting
schemes. The optimal model assigned a weight of 70% to expert valuations and 30%
to market-based valuations. The results demonstrated that this combination

significantly reduced the gap between expert-assessed values and actual market
prices. The findings confirm the effectiveness of the proposed hybrid model in urban
property valuation systems. It is recommended that the Municipality of Isfahan
employ this model for the periodic updating of benchmark property values. The
application of the proposed approach can contribute to enhancing the efficiency of
building charge assessment mechanisms and increasing transparency in urban
governance and municipal management.
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Introduction

Rapid urbanization, increasing land values, and the growing complexity of real estate markets have
created significant challenges for municipalities in designing fair and efficient property-based revenue
systems. Property taxation and urban charges are among the most stable sources of municipal finance;
however, their effectiveness depends heavily on the accuracy, transparency, and timeliness of property
valuation systems. In many developing countries, including Iran, a substantial gap exists between
administratively assessed values and actual market prices. This discrepancy leads to inefficiencies
such as tax inequity, reduced municipal revenues, and declining public trust.

In response, contemporary urban governance has shifted toward participatory models that integrate
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stakeholders particularly market actors into decision-making processes. Real estate agents, as key
intermediaries with up to date market knowledge, represent a valuable yet underutilized source of
information. This study aims to improve the property valuation system in Isfahan by incorporating a
participatory, behaviorally informed approach that combines expert assessments with market-based insights.

Materials and Methods

This research adopts a descriptive—analytical methodology. The statistical population includes
municipal property experts and licensed real estate agents in Isfahan. A total of 914 participants were
selected through random sampling from a pool of invited professionals. Data were collected using
structured questionnaires designed based on detailed geographic zoning, distinguishing between main
and secondary streets across 15 municipal districts.

Participants were asked to report estimated price ranges for residential and commercial properties
based on local market conditions. The collected data were cleaned and analyzed using statistical
methods. A total of 2,254 spatial codes were evaluated, generating over 11,500 price observations for
each property type. Price discrepancies between expert assessments and market-based estimates were
calculated and classified into three categories: low (<10%), moderate (10-30%), and high (>30%).
Additionally, a hybrid valuation model was developed, assigning weights of 70% to expert-based
values and 30% to market-based values, to test its effectiveness in reducing valuation gaps.

Results

The findings reveal a significant discrepancy between official municipal valuations and market prices.
On average, the difference amounts to approximately 60 million IRR for residential properties and 130
million IRR for commercial properties.

In the residential sector, 22% of zoning codes showed low discrepancy, 31% moderate discrepancy,
and 47% required reassessment. In the commercial sector, only 9% exhibited low discrepancy, 19%
moderate discrepancy, and a substantial 72% required reevaluation. These results indicate a more
pronounced valuation gap in commercial properties, likely due to higher market volatility and
speculative dynamics.

The spatial distribution of discrepancies also highlights uneven patterns across different urban
areas, confirming that real estate markets operate as localized systems influenced by accessibility,
demand, and neighborhood characteristics.

The proposed hybrid model significantly reduced valuation errors by integrating institutional
knowledge with real-time market data. The model acts as an information-adjustment mechanism,
mitigating both the lag in administrative updates and the volatility of market fluctuations.

Discussion and Conclusion

The observed valuation gap reflects both market failure (due to information asymmetry) and
government failure (due to institutional inefficiencies in updating valuation data). Reliance solely on
traditional expert-based methods results in outdated and unresponsive pricing, while purely market-
driven approaches may introduce excessive volatility and speculative bias.

The hybrid valuation model provides a balanced solution by combining the stability of institutional
assessments with the responsiveness of market data. From an economic perspective, this approach
aligns with Bayesian information integration, where multiple data sources are weighted to improve
estimation accuracy. The empirical results suggest that the current valuation system in Isfahan is
relatively inefficient and requires structural reform.

Policy implications of this study emphasize the need for transitioning toward data-driven valuation
systems, incorporating automated valuation models (AVMs), geographic information systems (GIS),
and continuous data updates. Furthermore, institutionalizing stakeholder participation—particularly
through collaboration with real estate professionals—can enhance transparency, legitimacy, and
efficiency in municipal finance systems.

Ultimately, this research demonstrates that property valuation is not merely a technical exercise but
a multidimensional issue involving urban governance, information economics, and market behavior.
Implementing participatory and hybrid valuation frameworks can significantly improve the fairness
and effectiveness of urban charge systems, contributing to sustainable urban financial management
and increased public trust.
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1. Price Discovery Mechanism

2. Information Asymmetry

3. Information Failure

4. Institutional Inefficiency

5. Expectations & Speculation

6. Spatial Heterogeneity

7. Information Correction Mechanism
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1. Bayesian Updating
2. Data-Driven AVM System
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