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Introduction 

Property and assets get bought and sold every day, either on the market or privately. A Valuation is 

needed to set a benchmark for a listing, or establishing the likely exchange price. The market works very 

effectively, so at first glance, there does not seem to be a need for anything beyond a Valuation.  

However, given that a property value has been set at a fair value on the market, this by itself will not 

ensure that a property will sell. If a buyer uses similar value methods, they will not see any advantage in 

purchasing the property; it is fully priced. A buyer will only proceed with a purchase if they perceive the 

value to them is more than the offer price. It is an opinion of worth that motivates the purchaser. They 

see added value, or arbitrage (the difference between sell and buy prices in different markets).  

This paper suggests that an Appraisal is a formalised opinion to buy (or develop, sell etc.); the 

opportunity is to make an Appraisal an outcome, a report with a status, rather than a process, a noun 

rather than a verb. If an Appraisal has a formal status, it can be presented and considered alongside a 

Valuation. By having both, comparisons can be made and decisions can be significantly improved. The 

scope of an Appraisal can be to frame a problem, with a fuller spectrum of considerations and options; it 

can broaden the limited ‘whether or not’ decision making if presented by a finance-opinion only. 

 

Definitions 

As background, it is helpful to consider how a Valuation is defined, and how appraisals differ from them. 

A value, in the context of a Valuation, is a clearly defined methodology and outcome by the Royal 

Institution of Chartered Surveyors (RICS). These are set out in the RICS Valuation – Global Standards 

2017 (the ‘Red Book’). For example, the definition of ‘Market Value’ is 'The estimated amount for which 
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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.' 

By contrast, an opinion of worth has only been defined as an appraisal process. The UK government in 

its Green Book, used for the procurement of public infrastructure, has outlined the process: ‘Appraisal is 

the process of assessing the costs, benefits and risks of alternative ways to meet government objectives. 

It helps decision makers to understand the potential effects, trade-offs and overall impact of options by 

providing an objective evidence base for decision making’. Further, an ‘Economic appraisal is based on 

the principles of welfare economics – that is, how the government can improve social welfare or 

wellbeing, referred to in the Green Book as social value’. (The Green Book, Principles of appraisal 2.2 

and 2.3). 

A frequently cited appraisal methodology is the USA Executive Order 12291 signed by Ronald Reagan. 

This is a regulatory impact analysis; it is an opinion of worth based around a cost-benefit analysis (CBA).  

The characteristics of appraisal methodology are the process of framing the problem, such as the public 

investments implied above, and then assessing the various options. An Appraisal outcome therefore, 

should be defined along the lines of a statement of context and worth relating to property/assets. 

Whereby Worth can be defined as the opinion of net benefits, so that a proposed definition of an 

Appraisal is: 

‘A statement of context and Worth (the opinion of net benefits), for option(s) 

relating to property or assets’. 

 

Scope of an Appraisal 

The purpose of an Appraisal is to be presented alongside a Valuation, primarily for the purpose of 

decision making. As a Valuation is so clearly defined by the RICS, aspects of an Appraisal can be set as 

counterpoints (points 1-3). Further, an Appraisal should include other relevant content that assists the 

decision making process, by expanding on the context and options (point 4). The following are aspects of 

an Appraisal: 

1 Perspective 

An Appraisal consists of a subjective opinion, so the perspective needs to be clearly determined. Who’s 

opinion of value is being considered? For a building, this might be the client (customer) 

person/board/company, the client’s customers (consumers), users and other stakeholders. Equally, it 

might be the perspective of a prospective buyer, or a competitor. By contrast, a Valuation presents the 

market perspective only. 

 



2 Framing the problem: values and concepts of value 

A statement explaining what the context reasons and values for the Appraisal are, gives context for the 

decisions. For example, if the problem is providing office space for workers, the values will align with the 

company ethos and culture, with the concepts of value including good working environment and a 

comparatively more functional than expensive building. By contrast, a Valuation presents the current 

financial value of a property only. 

3 Date 

An Appraisal will have a variety of dates and timeframes. The perspective and opinion will be seen at a 

particular date which needs to be stated, with the recognition that opinions will change. An option will 

have a timeframe, until the Worth will be realised or recognised. The downstream timeline, i.e. the 

longer term consequences, happen after the worth of the option is realised or recognised. By contrast, a 

Valuation only presents a financial value at one specific date. 

4 Option(s): opportunity and added value 

An Appraisal should offer a few different options, or scenarios, wherever possible. Each option should 

include a description (description/drawings), together with an assessment of Worth. These options can 

be simple, e.g. to do nothing or to delay, or they can be more informative, including knowledge from 

many disciplines. Examples of such disciplines include business strategy, value management, 

architecture, valuation, asset management, operational research, decision theory, economics, 

psychology, facilities management, change management, financial strategy, politics, ethics, social 

science, environmental science, anthropology etc. Each of these disciplines has tools and a language to 

review and present a certain type of value. The intention is to represent a full-spectrum consideration of 

value, however, some curation will be needed so as not to be too expansive and exhaustive;  particular 

attention should be given to those disciplines that relate to the values stated above (point 2). By 

contrast, a Valuation only presents one type of value: a financial value. 

 

Who creates an Appraisal? 

An Appraisal to consider building a building has the characteristics of business strategy. It is linked to 

decision making that is of scale, and is episodic. It is not as well suited to the day-to-day running of 

business and the decision making associated with that. In other words, the daily decisions are part of the 

running of the business, so fall under the discipline of human resources, facilities management or 

operations. By contrast, the procurement of a building is a full board decision based on a big change of 

circumstances: a review of the direction that the business is going; in short, it is aligned with business 

strategy, the episodic refocus of capital as a strategic objective. 

For many building decisions, the decision maker(s) are on the board of directors, who review the 

opportunities for a development. An Appraisal is therefore most often done in-house, with knowledge 



of the range of business operations affected represented and considered together. This internal team is 

then complemented with external expertise, such as Valuation reports for a proposal. 

If the scale and scope of the opportunity is considerable, a property asset manager will typically be the 

consultant of choice. They will be real estate professionals, aligned with commercial property agents, 

who will also provide Valuations.  

It is in this area that Architects can offer a significant contribution. Architects are multi-disciplinary, 

bringing other consultants in their work. Architects run charettes and consultations to uncover options, 

core needs and identify the values of stakeholders. Architects are familiar with non-financial values, 

such as usage, social value, environmental value, cultural value and more. 

Within the discipline of Value Management, it has been demonstrated that the best opportunity to add 

value to a project is in the early stages. Often, an Architect is consulted to produce a sketch design at 

this early stage. For the Architect, it is a chance to procure work, so it is under-priced: it is only a start on 

a detailed design. However, if this start is considered to be the most important added-value stage in a 

project, then the Architect, if they were to provide a design framed in the context of an Appraisal, will 

offer the client the most useful and impactful contribution. It will also ensure the Architect can charge a 

proportionate fee: that of added value, rather than as a form of marketing based on time spent doing a 

sketch. 

Architects are naturally strategic thinkers, consulting multiple disciplines within decision making. 

Architects already consider the context business case within the RIBA Plan of Work: Stage 0 - Strategic 

Definition. The Architecture community have the opportunity to define ‘Appraisal’, making it a 

document of status equivalent to a Valuation. 
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