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Abstract: The valuation profession is critical for the property market in emerging markets. The purpose of this
study is to determine the factors that cause discrepancies in the actual value stated in valuation report. This
paper included Thailand and Malaysia as representative of valuation professionals in Asian counties to
perceive the effective use of valuation standards, methodologies, and processes. The commitment to ethical
conduct also addressed. A comprehensive review of previous studies related to standards, process and ethical
conduct of valuers in several counties were presented. The findings contribute to the perceived of importance
factors which significantly affect the decrease in variation in value and increase in investor confidence.
Regression analysis was used to test the hypotheses; the two dependent variables were tested including the
Variation in Actual Valuation and Investor Confidence.
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. Introduction

Background of the Problem

The valuation is the most important document in the loan process. Banks require valuation for the
collateral customers offer for loans. Valuation is also required for tax assessments, when the government
acquires private property for public use, appraising the assets of publicly listed companies, or when financial
institutions evaluate non-performing loans (NPLs). During the Asian Financial crisis in 2008, ineffective
valuation practices were readily apparent. Money was lent based on grossly overvalued collateral. This
exemplifies the need for professional valuation practices and an ethical approach to the behavior of valuers. This
limitation resulted in improper practices in the valuation of the property sector (Brett 2010). According to
Rothacker (2008) banks were pressured valuers to inflate the value of homes. This allowed lenders to offer
larger loans. Price estimates were further influenced by client pressure to inflate or reduce the actual price. The
main problems of valuation are gaps in the valuation process which negatively impact investor confidence,
ethical issues, and the lack of enforcement of standards which reduces the effectiveness of the valuation process
in Asian countries. However, Thailand and Malaysia were selected as representative countries in this study.
The research problem focuses on several major issues which are:
1. The valuation industry is growing but the attention to standards and ethics is low.
2. Discrepancies in the actual valuation negatively impacts investor confidence
3. The unethical behavior of valuer that overstates the value of a property.
4. The law and its enforcement does not support professional standards

This will determine the factors that impact on the variation in value and investor confidence of
valuations in Thailand and Malaysia. The role of a property valuation law in valuation practice will be
considered. Malaysia has established this law Thailand has not.

Valuation Profession in Thailand

In Thailand professional valuers and valuation firms must registered with the Valuers Association of
Thailand (VAT) and Thai Valuers Association (TVA) to handle valuation projects (Bank of Thailand, 2010).
The Valuers Association of Thailand (2012) lists 93 qualified valuation companies registered with both
associations as of 2012. According to the current President of the Advisory Board of The Valuers Associations
of Thailand the Act of Property Valuation has not yet become law (Pattanapongpiboon, 2009). The Act has been
awaiting ratification since 2001. The valuation price decisions depend on individual valuer’s capability to justify
their valuations. Valuers independently decide on the value of a property which results in unreliable valuations.
Price estimates may also be influenced by clients pressuring valuers to make a valuation based on a subjective
or advantageous price.

Valuation Profession in Malaysia

Valuation in Malaysia is governed by the Valuers, Appraisers and Estate Agents Act 1981. The Act
provides for the registration of valuers with the Board of Valuers, Appraisers and Estate Agents. The Act also
empowers the Board to make rules relating to the profession. The Malaysian Valuation Standards, adapted from
the International Valuation Standards (IVS), includes seventeen standards and two introductory chapters. The
Board of Valuers, Appraisers and Estate Agents of Malaysia was established in 1981 under of the Ministry of
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Finance. Malaysian citizens or permanent residents holding relevant degrees in valuation, property management,
and have passed the Test of Professional Competence conducted by the Board can be registered as a valuer in
Malaysia. Only registered valuers are legally permitted to make valuations (The Board of Valuers, Appraisers
and Estate Agents Malaysia, 2010; Sui, 2001).

I1.  Literature Review

A search for citations related to property valuation shows limited comprehensive reviews of literature.
Hordijk, et al., (2011) have compared standards across countries and indicate that valuation standards as usually
applied are country specific. Another study on the importance of a legal framework on valuation practices
showed that valuations often did not reflect actual market value because of the valuers actions not legal
requirements. Based on past research and practical experience, the relevant topics considered in this review of
literature include the valuation process, valuation standards, ethics of valuer, client influence, enforcement,
variation in value, and investor confidence (Gilbertson and Preston, 2005).

Valuation Process

The valuation process relates to the actions taken to determine valuation outcomes. An assessment of
the valuation process is essential because many factors can assert influence. The unethical conduct of valuers
can deliberately bias valuation outcomes. The valuation process relies on the personal knowledge and expertise
of the valuer. Avittey, et al., (2006) identified 6 main steps concerning the valuation process. These included
specifying the property legally and physically, the property rights related to the current estimate, the purpose of
the valuation and the valuation date. Comparative market data is then gathered in which the skill, knowledge,
and experience of the valuer become essential. The final step is to apply appropriate methods and techniques to
derive the estimated value (Avittey, et al., 2006). An independent review found that 90% of appraisers felt
pressured to change property valuations to enable deals to go through (Forsythe Appraisals, 2008). The only
independent party in a mortgage transaction is the appraisers and they gain no direct benefit from raising or
lowering the valuation of a property. The study also pointed out the need for strict enforcement.

Recent research indicates that appraisers are being pressured by Banks to inflate the value of homes
(Rothacker, 2008). This allows lenders to make bigger loans. Fannie Mae and Freddie Mac created a new
independent oversight body and code of conduct to remove undue influence from the valuation process
(Forsythe Appraisals, 2008). Appraisers unfamiliar with a specific market were influenced by previous value
judgments and by their previous appraisal experience (Yiu, et al., 2006). Experienced appraisers adopt an
appraisal process that differs from that specified in legal standards. They use assumptions more than proven
indicators (Lin and Chang (2012). An accurate valuation process relies extensively on personal knowledge,
expertise, and interpretation of many variables in valuation methods which could influence the assessment
(Hager and Lord, 1985). Valuers need to understand the dynamics of the potential purchasers, the demand, and
the competition for each property to accurately assess the property’s value (Harper, 2008). With a better process
valuers would have a more effective valuation. Risk and uncertainty are inherent parts of the valuation process.
The valuer is often unable to specify and price accurately all current and future influences on the value of an
asset. The valuer must manage the risk analysis within the valuation process to minimize negative consequences
and to establish confidence for the end user (Adair and Hutchison, 2005).

Valuation Standards

There is limited research on comparative valuation standards. These studies were conducted mostly in
European countries which have valuation standards established for many years. They consider the methods of
valuation, the development of computerized mass appraisal systems for valuation, and the necessity for the
adoption of more effective valuation practices. Tighter appraisal standards identify poor evaluators (Miller,
2011). Mansfield and Royston (2007) studied Valuation practice in Czech Republic, Hungary and Poland. They
found valuations do not match the internationally recognized definitions of ‘market value’ provided by IVSC.
There is a recognized need for consistency in the application of valuation practices. Lorenz, et al. (2006) stated
that universal property valuation does not exist because some methods may be more applicable than others
depending on the context. Superior valuations are not necessarily associated with mathematical precision.
Differences include how valuers express their assumptions, account for risk and uncertainties, and communicate
the results of the estimation process to the end user.

Another issue is to increase standardization. The International Valuation Standards (IVSC) promote the
development of the valuation profession around the world and cooperates with other organizations concerned
with standards and regulation in the financial market, the latest revised version is 2011 (Thorne, 2012). French
(2011) states the intent of the RICS Standards is not to penalize but to encourage and promote good practices.
Hordijk, et al. (2011) investigated valuation practices in France, Germany, Italy, Netherlands, Portugal, Russia,
Spain, and UK. In different countries market value is not always the basis of a valuation. Although market
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values can be compared across countries, valuation methodologies are country-specific. Countries such as Hong
Kong and Malaysia apply the standard of the Royal Institute of Chartered Surveyors (RICS) (Thapanachai,
2008). Korea, Philippines, and Thailand established universally accepted local standards based in RICS and
IVSC. Valuers need only a government issued license to practice valuation in those countries. International
investor confidence is low regarding the reliability and integrity of the actual value stated in valuation reports
(Hummel, 2008; Thapanachai, 2008).

Ethics of the Valuer

Unethical conduct leads to discrepancies in valuation value lost investor confidence and the potential
loss of investment in real estate (Business and Social Sciences Review, 2011). Professional appraisers are less
likely to misreport when organization rules are strictly enforced. Markets which have experienced financial
scandals are required by regulators and stakeholders to improve their code of ethics. Many investors are
especially concerned for business ethics because of the positive effect on financial performance (Dominguez, et
al., 2009). Levy and Schuck (1999) claimed an unethical valuer will change the reported value beyond the
original range of defensible values even if the client has not influenced their estimate of the property’s value.
According to Joslin (2005) individual valuers must assess uncertainty and offer the client what they feel is their
best price estimate. The valuers must consider the client’s appropriate needs and recognize the importance of
the valuation, and the factors that impact the valuation. Unethical conduct in property valuation is rendering a
value estimate that accommodates the requirements of a specific client instead of one that is impartial, objective,
and independent (Amidu and Aluko (2007).

Other ethical issues involved with performing valuations relates to lenders that are more interested in
inflated valuations than unbiased and objective findings (Rushmore, 1993). Hoyt, et al. (2002) examined the
ethical values of registered valuers in New Zealand. Results indicate that the differences between registered
valuers’ beliefs and ethical values were based upon differences in demographic factors such as age, gender,
education, type of work performed and valuation experience, and whether they had taken a professional ethics
course or not. The measurement of value will vary from valuer to valuer, although the procedures are
undertaken in the same way (Warren-Myers and Heywood, 2010). Violations of the ethics should be punished
(Layne, 2002).

Client Influence

Research on client influence documents the valuation bias or the negative influence on appraisals.
There are a range of issues concerning the type and size of clients and their influence on valuations. Amidu and
Aluko (2007) identified the factors determining the extent of client influence on estate surveyors and valuers.
They found two major factors: the valuer and valuation firm’s characteristics and the client characteristics.
Influence was mostly from borrowers as bank and financial institutions customers, a vendor and purchaser as
buyers and sellers of property in the market (Amidu and Aliko, 2007). Client influence on the final reported
value results from the negotiation between valuers and clients (Chen and Yu, 2009). The degree of client
influence on valuations relates to the type of client, the characteristics of valuers and valuation firms, the
purpose of a valuation and the information power of clients and valuers (Levy and Schuck, 1999). The findings
showed,;

1. Bankers exert a negative pressure on a final valuation figure

2. Developers, the most difficult type of client to manage, pressured valuers to report inflated
values for funding purposes

3. Fund managers often request a conservative valuation (Levy and Schuck, 1999).

Unethical valuation firms tended to be medium or smaller sized firms servicing a less sophisticated
clientele (Levy and Schuck, 1999). Clients with expertise and a high level of knowledge of the property market
are able to influence valuers (Levy and Schuck, 2005). 60% of UK valuers agree to increase their valuation if
external parties exerted pressure during the process (Bretten and Wyatt, 2002). Chang (2004) concluded that
clients who are familiar with the valuation industry may use business pressure, changing the valuation purpose,
providing transaction data, giving land development and architecture know-how, and financial expertise to
influence valuers. Whereas, clients who lack familiarity with the valuation industry tend to use business pressure
to threaten valuers (Chang, 2004). Smolen and Hambleton (1997) found that most certified appraisers agreed
that appraisers are pressured by clients to alter their values. Client influence can increase by the control they
have over the valuation process. New Zealand permits clients to review draft valuations prior to formalization
during a draft review customers may influence the final valuation results (Levy and Schuck, 2005).

Enforcement
Current research is limited on the enforcement of valuation standards and ethical conduct despite the
importance of enforcement in the valuation process. A survey on compliance to ethical norms of property
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valuers emphasized the application of penalties for violating professional ethics regulations of for property
valuers. Penalties include formal caution, note of warning, suspension of certification, and certificate
withdrawal. Vitell (2006) studied the effect of ethical values and enforcement of ethical conduct on the overall
success of American and Spanish valuation firms. The findings indicate American valuers have significantly
higher ethical values and enforcement than their Spanish peers.

Cao (2009) explained that the Chinese central government cannot control the behavior of local
authorities. As a result there is little enforcement of laws to have accurate valuations to improve the ethical
conduct of valuation in the Chinese market. In the United States, as a result of a criminal investigation a real
estate appraiser from Los Angeles was jaded and ordered to pay more than $46 million in restitution. The US
government warned that other professional real estate appraisers should know that if they inflate appraisals and
misrepresent the value of homes, likely they will be apprehended and sentenced to prison (U.S. Attorney’s
Office, 2010). Enforcement is critical for actual variation and investor confidence.

Variation in Value

Actual valuation is the appraisal outcome reported to investors. The valuation outcomes are estimated
in the valuation process. Several studies show that the actual valuation reports often overstate value because of
the unethical behavior of valuers. The literature indicates that the lack of reliability in actual valuation leads to a
loss of investor confidence. Appraisers tend to overstate the value of a property because of their incentive to set
the appraised value to be equal to or greater than the transaction price (Gwin and Maxam, 2002). 98% of
American valuers provided higher valuation values because of incentives in a boom market (Smith, 2002).
Pacharavanich and Rossini (2001) found that the appraisal value exceeded the declared price in 81% of 40
residential condominium projects.

Bretten and Wyatt (2001) found that the client, the property, the instructions, the value, and the firm are
the possible causes of valuation variance. They determined that the valuers’ behavioral influence is a major
cause of variance. Valuation varies from valuer to valuer (Joslin, 2005). Levy and Schuck (1999) observed
different values may be estimated for the same property because of different assumptions. Valuer knowledge
and experience, the approach to valuation, and the characteristics of valuers and valuation firms are significant
influences on valuation accuracy (Babawale and Omirin (2012). In Spain, the residential property market found
valuation differences within a range of plus or minus 15% and a tendency to_over-value rather than under-value
(McGreal and Taltavull de La Paz, 2012). Ten different valuers may produce ten different interpretations
(Whipple, 1990:160). Gallimore (1994, 1996) has found significant valuer biases across types of property
valuations. An acceptable of variation in actual value is around plus or minus 10% to 15% (Baum et al., 2000).

Investor Confidence

Real estate investment and development relies on valuation results. Advice from the valuation
professionals is important to the investment decision. Kauko and Amato (2009) determined that the accuracy of
the property valuation system could increase investor confidence in financial real estate assets. For institutional
investors the commercial valuation report is a key for decision making in property investment (Business and
Social Sciences Review, 2011). Gallimore and Gray (2002) conducted a survey on 218 property investment
decision makers in the UK found that positive investor sentiment, including views of professional valuers, is an
important factor in making property investment decisions. Property valuation assessments and feasibility studies
are significant drivers in real estate investment and development decision making (Farrelly and Sanderson,
2005). Executive decisions are typically based on advice from valuation professionals (Mansfield, 2009). Razali
and Adnan (2012) found Malaysian property companies have high transparency which increases investor
confidence and attracts more investors in the property market.

I11.  Methodology

A survey was used to gather data from three relevant groups of respondents: managing directors and
professional valuers of valuation firms, valuation department managers from banks, and investors in Thailand
and Malaysia. The survey was designed based on the literature review and the conceptual model. Questions
were focused on evaluating the effectiveness of current valuation standards and process and the ethical conduct
of valuers in the property valuation profession in Thailand and Malaysia. Indicators are measured by using a 1-5
point scale. The survey questionnaire begins with instructions for answering each set of questions. The
questionnaire is divided into 3 main sections: Sections A and B comprise 80 questions on valuation standards
and the ethics of valuers. Section C contains 10 questions on the background information of the respondents.
The data was collected from 181 respondents in Thailand and 98 respondents in Malaysia from 3 samples;
valuers, bankers, and investors. Regression analysis was used to test the hypotheses. Two dependent variables
were tested including the Variation in Actual Valuation and Investor Confidence. 12 independent variables were
used to determine how much of an impact on the dependant variable is explained. The beta coefficient was used
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to show the relationship between each independent variable and the dependent variables. The level of variance
explained by the independent variables in Variation in Actual Valuation and Investor Confidence was
determined by the R?.

IV.  Research Model
Two research models are designed for Variation in Actual Valuation and Investor Confidence. Each
model includes three major dimensions. Report and Valuer Quality, the Valuation Process and Impacts (Figures
4.1, 4.2). Multiple Correlation analysis is used to examine the key relationships in each model (Figures 5.1, 5.2)

Reverse Scoring

The process of reversing the score of a variable for example from 5= High to 5= Low returns the
characteristics of the distribution but changes the relation between two variables (Hair et al, 2010: 93). Data
values are reversed so that its correlations with other variables go from negative to positive indicating that the
higher the level of the IV, the lower the level of DV. (Hair et al, 2010: 126). In this research the relevant DV is
Variation in Value 5=Low the better the valuer’s conduct, the lower the variation in value. Another variable is
reversed is the IV Client Influence in this case 5 = Lowest Client. This means that Lower Client Influence
relates to Less Variation in value.

Summary of Factor Means Scores Reverse Scoring
Table 4.1 Summary of Variables

Mean Std. Deviation
Variables Valid Missing
Valuation Purpose 4.26 0.57
Complete Report 4.40 0.59
Scope and Assumptions 4,34 0.57
Role of Valuer 4.33 0.50
Valuer Qualification 4.07 0.62
Written Confirmation 3.79 0.82
Valuer Conduct 4,76 0.46
Enforcement 4.39 0.71
Disclosure 4,56 0.49
Variation in Value 1.20 0.73
Investor Confidence 3.90 0.81
Level of Conflict of Interest 4.47 0.64
Level of Influence from Client 1.32 0.78

Table 4.1 reports the mean score of each new variable in both Valuation Standards and Ethical
Behavior based on factors analysis. The mean scores were selected from all valuers, bankers, and investors both
from Thailand and Malaysia. These 13 variables would significantly decrease variation in value and increase
investor confidence. Most variables had high mean scores indicating the respondents considered these factors

were important for valuation outcomes.
Variation in value * (Reversed) 3.80

Level of Influence from Client * (Reversed) 3.68
*Low=5,High=1

Source: Jaccard and Turrisi (2003).

Multiple Correlations
Table 4.2 Correlations

Multiple Correlations — All Variables

1 2 3 4 5 6 7 8 9 10 11 12 13
1. 1 488() 568(~) | 426(=) | 307() | .364(%) | .369() | .023 4210 | 203¢%) | a700%) | 4100+ | -o071
Valuation
purpose 000 000 000 000 000 000 708 000 001 005 000 239
2, 4880 | 1 388(0%) | 371(%) | .448(~) | 363(™) | 423> | 084 501(%) | 481(™) | 323(™) | 437¢™) | .051
Report
Completion 000 . 000 000 000 000 000 166 000 000 000 000 307
3. 568(*) | .388(**) 1 567(%) | 316(%) | .369(™%) | .364(%) | .192¢%) | 367¢%) | 117 -055 346() | -035
Scope and
Assumptions 000 000 . 000 000 000 000 001 000 052 360 000 569
4. 4260%) | 3710 5670 | 1 2070 | ad20%) | 331(™) | 343> | 284¢%) | .088 -052 2000) | .007
Role of Valuer - =7 000 000 . 000 000 000 000 000 147 392 000 013
5, 3070%) | .448() 3160%) | 3270%) | 1 5500%) | 195(=) | 255(=) | 468(%) | 309(%) | 34a(%) | 371(™) | 2210
Valuer
Qualification 000 000 000 000 . 000 001 000 000 000 000 000 000
6. 3640%) | 3630 3600 | 420 | s500%) | 1 10207) | 2230 | 387(™) | 307(*) | 179(=) | 2600 | .033
Written
Confirmation 000 000 000 000 000 . 001 000 000 000 003 000 586
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Multiple Correlations — All Variables

1 2 3 4 5 6 7 8 9 10 11 12 13
7. .369(**) 423(%) 364() 331(*%) .195(**) 192(*%) 1 .220(*%) .389(*) .193(*%) 221(*%) 466(*) -.033
Valuer
Conduct .000 .000 .000 .000 .001 001 . .000 .000 .001 .000 .000 583
8. 023 084 .192(*%) 343(*%) .255(*%) 1223(*%) .220(*%) 1 131() 099 .001 .166(**) 122(%)
Enforcement/
Violation 708 166 .001 .000 .000 .000 .000 . 030 099 .990 .006 043
9. 427(%) 591(**) 367() 284(%) 468(*) 387() .389(*) 131(%) 1 413(%) .308(**) 459() 088
Disclosure 000 000 000 000 000 000 000 030 . 000 000 000 142
10. 203(*%) 481(*%) 117 088 .399(*%) 307(*%) .193(*%) .099 413(%) 1 416(*%) 317(%) .348(*%)
Variation in
Value .001 .000 052 147 .000 .000 .001 .099 .000 . .000 .000 .000
11. 170(%) .323(*%) -.055 -.052 344(+%) 179(*%) 221(*%) .001 .308(**) 416(*%) 1 .299(*%) .199(*%)
Investor
Confidence 005 .000 360 392 .000 003 .000 990 .000 .000 . .000 001
12. 410(%) 437(%) 346(*) 299(*) 371() .260(**) 466(*%) .166(**) 459(%) 317() .299(*%) 1 106
Conflict
of Interest .000 .000 .000 .000 .000 .000 .000 .006 .000 .000 .000 . 079
13. -071 051 -.035 007 221(*%) 033 -.033 .122(%) 088 .348(*%) .199(**) 106 1
Influence
from Client 239 397 569 913 .000 586 583 043 142 .000 .001 079

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).

The correlations shown in Table 4.2 reported the significant relationship between the 13 factors.
Valuer Qualification was found significantly related to all other 12 factors. Follow by Written Confirmation,
Valuer Conduct and Disclosure 11 significant relationship were found among these factors. However, Influence
from Client was found not many correlated with other factors only 4 factors were positively correlated. Report
Completion and Disclosure were found highest correlated (.59, p < .001). Valuation Purpose with Scope and
Assumption were strongly correlated (.56, p < .001) Also, Scope and Assumption with Role of Valuer (.56, p <
.001).

Proposed Research Model 1: Variation in Value
Figure 4.1 Proposed Research Model 1: Variation in Value
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Proposed Research Model 2: Investor Confidence
Figure 4.2 Proposed Research Model 2: Investor Confidence
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V. Results

Model 1 Results
Figure 5.1 Model 1 Results
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Model 1 reviews the relationships of the Independent variables with the decrease in Variation. This
analysis indicates an important pattern. Report & Valuer Quality factors; Valuation Purpose (VP), Complete
Report (CR), Scope and Assumption (SA), Role of Valuer (RV) and Valuer Qualification (VQ) significantly
relate to Written Confirmation (WC). Also, Written Confirmation, Enforcement (ENF), Conflict of Interest
(COI) and Disclosure (DIS) positively relate to Valuer Conduct (VC) these factors are the Valuation Process
Factors. In turn The Valuer Conduct relates to Investor Confidence (IC) at .221 and Investor Confidence
strongly correlated to Variation in Value (VAR) at .461. Besides, Conflict of Interest (.317) and Client Influence
(.348) significantly relate to Variation. These results support the importance of a formal approach to valuation as
well as specific terms of reference for the Valuer. This combination will reduce the variations in the valuation
estimates.

Model 2 Results

Figure 5.2 Model 2 Results
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Model 2 considers the inter correlations between the independent variables including Variation in
Value with Investor Confidence. This model has a similar pattern for factors related to Report and Valuer
Quality. The Valuer Conduct significantly relates to Variation in Value (.193) and Variation in Value also
positively relates to Investor Confidence (.416). The Level of Conflicts of Interest (.299) and Level of Client
Influence (.199) relate to Investor Confidence. The implication of this model is that Investor Confidence is very
influenced by the Process of valuation including Valuation Purpose and Scope and Assumptions as well as the
behavior of the valuer.

Hypotheses Testing

Twelve independent variables were used to explain the impact on the dependant variable to test
hypotheses in Table 5.1 and 5.2. The beta coefficient shows the relationship between each independent variable
and the dependent variables. The level of each dependent variable was explained by the influence of the twelve
independent variables as shown in R?,
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Hypothesis: Variation in Value
Table 5.1Hypothesis: Variation in Value

H1: Better valuation purpose significantly decrease the variation in value

H2: Better complete report significantly decreases the variation in value

H3: Better scope and assumptions significantly decreases the variation in value
H4: Better role of valuer significantly decreases the variation in value

H5: Better valuer qualification significantly decreases the variation in value
H6: Better written confirmation significantly decreases the variation in value
H7: Appropriate valuer conduct significantly decreases the variation in value
H8: Better enforcement significantly decreases the variation in value

H9: Appropriate disclosure significantly decreases the variation in value
H10: Less conflict of interest significantly decreases the variation in value
H11: Less client influence significantly decreases the variation in value

H12: More investor confidence significantly decreases the variation in value

A total of 12 hypotheses in Table 5.1 are proposed from the factor analysis. Variation in Value as
dependent variables will be used to test. The level of significance factor is accepted at 0.05 or below.

Hypothesis: Investor Confidence
Table 5.2 Hypothesis: Investor Confidence

H13: Better valuation purpose significantly increase investor confidence
H14: Better Complete Report significantly increase investor confidence
H15: Better scope and assumptions significantly increase investor confidence
H16: Better role of valuer significantly increase investor confidence

H17: Better valuer qualification significantly increase investor confidence
H18: Better written confirmation significantly increase investor confidence
H19: Appropriate valuer conduct significantly increase investor confidence
H20: Better enforcement significantly increase investor confidence

H21: Appropriate disclosure significantly increase investor confidence
H23: Less conflict of interest significantly increase investor confidence
H24: Less client influence significantly increase investor confidence

H22: Less variation in value significantly increase investor confidence

A total of 12 hypotheses in Table 5.2 (H13 to H22) are proposed from the analysis factor. Investor
Confidence as dependent variables will be used to test. The level of significance factor is accepted at 0.05 or
below.

Regression Analysis: Variation in Value

Table 5.3 Dependent Variable: Variation in Value

Variation in Value
Standardized
Coefficients
Beta Sig.

(Constant) .664
Complete Report .383 .000
Lower of influence from Client .298 .000
Investor Confidence .205 .000
Written Confirmation .196 .000
Role of Valuer -.135 .015
R 431 .000

Table 5.3 presents Model for Variation in Value. The model achieves predictive accuracy with an rR? of
43%. There were five significant variables: Complete Report, Level of Influence from Client, Investor
Confidence, Written Confirmation, and Role of Valuer. Complete Report had the strongest influence with a .383
standardized coefficients beta.

A Complete Report is a significantly positive influence on variation in value. Influence from Client,
Investor Confidence, and Written Confirmation were also positive influences on variation in value. Complete
Report, Level of Client Influence, and Written Confirmation significantly decrease variation in actual valuation.
Role of Valuer negatively impacts variation in value. The main reason for this negative impact is because the
valuer conducting the valuation relies more on subjectivity than the objective standards also, best practice and
external factors influence more. Individual valuers differ which results in the negatively influence of the Role of
Valuer on Variation in Value (Somsuk, et al., 2012).
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Regression Analysis: Investor Confidence

Table 5.4 Dependent Variable: Investor Confidence

Investor Confidence
Standardized
Coefficients Sig.
Beta Std. Error
(Constant) .016
Lower Variation in Value 269 .000
Lower Conflict of Interest 142 024
Scope and Assumptions -.262 .000
Valuer Qualification 226 .000
Valuation Purpose .162 .013
Role of Valuer -.161 .012
Valuer Conduct 144 .016
R? 319 .000

Table 5.4 shows the second regression model results for Investor Confidence. The model achieves a
predictive accuracy with 31% of variance explained. There were seven significant variables: Variation in Value,
Level of Conflict of Interest, Scope and Assumptions, Valuer Qualification, Valuation Purpose, Role of Valuer,
and Valuer Conduct. The two major influences were Lower of Variation in Value with a .269 beta coefficient
and Valuer Qualification (.226), Valuation Purpose (.162) and Valuer Conduct (.144).

This indicates that better valuer qualifications and low of variation in value significantly increase
investor confidence. Valuation purpose, valuer conduct, and level of conflict of interest also positively influence
investor confidence. Level of variation in value, valuer qualification, valuation purpose, valuer conduct, and
level of conflict of interest significantly increase investor confidence. However, scope and assumptions and role
of valuer negatively impact investor confidence claimed in an interview that the reason for The scope and
assumptions negatively impact on investor confidence due to external factors such as social, economy, and
politic pressures that are not included or mentioned in the conditions and assumptions stated in the valuation
report. For the role of valuer, the reason is most likely similar to the dependent variable level of Variation in
Value because valuers relied heavily on their personal judgments rather than the standards when conducting
valuations. Since there is no law or enforcement in Thailand, Role of Valuer negatively influences investor
confidence. Another reason is investor confidence relies more on institutional and company reputation than the
reputation of individual valuers. The investors relied more on their knowledge and experience than the values
provided by the valuer (Somsuk, et al., 2012).

Summary of Hypothesis: Decrease Variation in VValue

Table 5.5 Summary of Hypothesis: Decrease Variation in Value

H1: Better valuation purpose significantly decrease the variation in value NS Reject
H2: Better complete report significantly decreases the variation in value .383 Accept
H3: Better scope and assumptions significantly decreases the variation in value NS Reject
H4: Better role of valuer significantly decreases the variation in value -.135 Reject
H5: Better valuer qualification significantly decreases the variation in value NS Reject
H6: Better written confirmation significantly decreases the variation in value .196 Accept
H7: Appropriate valuer conduct significantly decreases the variation in value NS Reject
H8: Better enforcement significantly decreases the variation in value NS Reject
H9: Appropriate disclosure significantly decreases the variation in value NS Reject
H10: Less conflict of interest significantly decreases the variation in value NS Reject
H11: Less client influence significantly decreases the variation in value .298 Accept
H12: More investor confidence significantly decreases the variation in value .205 Accept

Table 5.5 summarizes the significant differences of the 12 standards on variation in value. There were
total of 4 positive significant differences and 8 show no significant difference. Complete report, Lower Client
Influence, Investor Confidence and Written Confirmation were positively influence on Variation in Value.
However, the Role of Valuer was negatively influence on Variation in Value due to the valuer conducting the
valuation relies more on their personal opinions than the requirement standards or principles also, best practice
and external factors influence more.
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Summary of Hypothesis: Increase Investor Confidence

Table 5.6 Summary of Hypothesis: Increase Investor Confidence

H13: Better valuation purpose significantly increase investor confidence .162 Accept
H14: Better complete report significantly increase investor confidence NS Reject
H15: Better scope and assumptions significantly increase investor confidence -.262 Reject Less Confidence
H16: Better role of valuer significantly increase investor confidence -.161 Reject Less Confidence
H17: Better valuer qualification significantly increase investor confidence .226 Accept
H18: Better written confirmation significantly increase investor confidence NS Reject
H19: Appropriate valuer conduct significantly increase investor confidence 144 Accept
H20: Better enforcement significantly increase investor confidence NS Reject
H21: Appropriate disclosure significantly increase investor confidence NS Reject
H23: Less conflict of interest significantly increase investor confidence .142 Accept
H24: Less client influence significantly increase investor confidence NS Reject
H22: Less variation in value significantly increase investor confidence .269 Accept

Table 5.6 summarizes the significant differences of the 12 impacts on investor confidence. There were
total of 5 positive significant differences and 7 show no significant difference. Valuation Purpose, Valuer
Qualification, Valuer Conduct, Level of Conflict of Interest and Level of Variation in Value were positively
influence on increase Investor Confidence. However, scope and assumptions and role of valuer negatively
impact investor confidence due to external factors such as social, economy, and politic pressures that are not
included or mentioned in the conditions and assumptions stated in the valuation report. For the role of valuer,
investor confidence more concerned with less variation in value and best practice.

VI.  Conclusion

The findings of the regression results reveal that from the twelve independent variables that impact
Variation in Value and Investor Confidence there were five significant variables that decrease Variation in
Value and seven significant variables that increase Investor Confidence. Complete Report was the strongest
influence on variation in value with a .383 beta (compare Yiu,, 2006; Hager and Lord, 1985; Haper, 2008; Levy
and Schuck, 1999; Joslin, 2005; Bretten and Wyatt, 2001). Variables under Complete Report were found to have
influence on variation in value. For investor confidence, Variation in Value was the strongest influence (beta
.269) (compare Kauko and Amato, 2009). Interestingly, Role of Valuer was found to impact both. When
included as influential factors investor confidence results in less variation in value. Similarly, less variation in
value (as an impact) influences investor confidence.
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