
  

 

 

  

 

 

Addis Ababa University 

 

Variation of Residential House Prices in Auction and Private Sales, 

The Case of Bole Sub-City 

 

 

A Thesis in Urban Land and Property Valuation 

 

By: Abdisa Tadesse 

 

 

Advisor’s Name: Sisay Zenebe (MA) 

May 2019 

Addis Ababa, Ethiopia 

 

 

 

A Thesis Submitted in Partial Fulfilment of the Requirements for the Degree 

of Master of Art 



I 

 

The undersigned have examined the thesis entitled “Variation of Residential House Prices in 

Auction and Private Sales, The Case of Bole Sub-City” presented by Abdisa Tadesse, a 

candidate for the degree of Master of Art and hereby certify that it is worthy of acceptance. 

 

Sisay Zenebe (MA)   _________________                      ___________________ 

      Advisor                                      Signature                                      Date 

 

_________________               _________________                      ___________________           

   Internal Examiner                          Signature                                      Date 

 

_________________               _________________                      ___________________                  

   External Examiner                          Signature                                      Date 

 

_________________               _________________                      ___________________                  

    Chairperson                                       Signature                                      Date 

 

 

 

 

 

 

 

 

 

  



II 

 

DECLARATION 

I certify that this research work titled “Variation of Residential House Prices in Auction and 

Private Sales” is my own work. The work has not been presented elsewhere for assessment and 

award of any Degree/Diploma.  

 

Abdisa Tadesse                                    …………………….                                   ……………….. 

      Name                                                      Signature                                                    Date 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



III 

 

ABSTRACT 

This study re-examines the variation in selling prices between the auction and private treaty method 

of sales. Using sales data from three woredas of Bole sub city over a three-year period, A hedonic 

pricing model is estimated. Results indicate that for house sales, auctions lead to greater selling 

prices across all woredas examined. However, results for unit sales reveal that this auction premium 

is only evident in one woreda where auctions are less prevalent. Further analysis reveals that self-

selection (where a particular method of sale is selected to maximize the selling price) is evident 

across the study site. After controlling for this self-selection bias using a two-stage model, houses 

sold via auction generally command a higher price. This suggests that the auction method of selling 

provides a price premium over the private treaty method of sale. 

In theory and general practices, a real economic growth that boosts the economic well-being of 

many citizens, among others, increases property buying motivation and capacity in effect. This in 

turn stimulates the real estate industry/market, in effect increasing supply in par with the increasing 

demand, ultimately resulting in a market with improved efficiency. Market system is a systematic 

process enabling buyers and sellers to interact. It is not just the price mechanism but the entire 

system of regulation, qualification, credentials reputation and clearing that surrounds the 

mechanism and makes it operate in social context.  It is a system of coordination of human activities 

by interactions in the form of transaction. In the case of this study, the market system is one that is 

characterized by the two mechanisms of auction and traditional brokerage or private-treaty sale. 

Auction is a system deployed by financial institutions for distressed sells or foreclosures. The 

market system is also influenced by other actors and factors in the market.  

The main important component of open and transparent market systems is that there is competition, 

which serves as the main regulatory mechanism. Competition in the market can be efficient if the 

marketing system is open and transparent. However, due to limited and lack of transparency of 

information in private selling, most properties in a particular market are enforced to pass through 

the same set of agents. Valuation of properties and selling price are controlled by these limited set 

of agents. 

Therefore, the price at which property sold is not based on adequate information, this results a 

great variation of price over properties with the same character. In this framework, small shifts in 

information lead to significant price changes and variation. In this study gap on price the two sales 

mechanisms examined whether the same property sells results the same price under the two 

mechanisms by property type and the location. The result of the study shows negotiation to be a 

viable method for selling property while auction provides potential buyers time to consider. Private 
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selling method have an infinite time period, and auctions provide several other benefits like process 

of promoting competitive bidding, ultimately removing any price barriers, which is particularly 

beneficial for unusual or desirable properties which are difficult to price  

The dataset available in this study is significantly more comprehensive, covering sales of properties 

in three Woredas under Bole sub-city of Addis Ababa city over a three-year period (2014-2017) 

which is 32 months). As with all financial markets, real property markets experience particular 

trends through time. The draw conclusions are mainly based on such small samples over short time 

periods. The primary motivation for this study is to examine the impact that the method of sale has 

on selling prices. 

The main aim is to examine if a gap on price of asset exists between the two sales mechanisms, 

that is, whether the same asset sells for the same price under the two mechanisms. The relevance 

of this study is to examine the reason why price of property is varied under different selling method 

and to pop out the factors influences the price to be varied in private and auction selling and 

evaluate the variation of price in different selling mechanisms. 

Results from the above table indicate that, for residential houses sales Auction lead to greater 

selling price. However, results for property sales tells that this auction premium is only evident in 

small number of properties traded in sub cities where private are less dominant. Selling method has 

its own impact on price of residential houses. From the data, we can realize variation of residential 

houses prices in auction and private selling method. In private treaty, the property would be placed 

in brokers hands as exclusive agents for the agreed period of time. After controlling for several 

qualitative characteristics of the properties sold (using an Auction selling mechanism), we can 

easily examine differences between selling prices at auctions and private treaty. However, the 

probability of selling a property is related to the marketing system of the area. Further analysis, which 

controls for several factors including the size, land area, types of property, Construction materials and 

location of the property, reveals that properties sold via auction have up to an 8.75% price superior 

compared to sales via private treaty. 
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CHAPTER ONE – INTRODUCTION  

1.1. Background 

According to Department of Economics and Cowles Foundation in Yale University modern 

markets are defined as systematically setup processes that enable buyers and sellers to interact and 

make deals. The ideal market system, as a theoretical framework encompasses not only the price 

mechanism as a central pillar which is integrated and synchronized with other components 

including mechanisms of regulation, qualification, credentials’ reputation and clearing that renders 

it operate in social context.  Thus, in a logical formulation, it is a system that supports coordination 

of interactive human activities in any form of tangible and intangible transaction. Selling and 

buying any property and within it a residential house is a complex and in many cases taxing human 

activity which like many evolved systems gave birth to modern and transparent marketing systems 

which provide both buyers and sellers the critical steps or processes they need to follow and apply 

before, during and after sale or buying of properties. Where there are developed modern marketing 

systems, persons actively involved in the market can easily search, retrieve, dispense, update and 

exchange useful data, information and knowledge to guide and complete their property transaction 

in a reasonable and dynamic way that meets currency, competitiveness and other variables of 

interest. (Bresnahan and Reiss (1987) or Berry (1992)  

Among other criterion or standards, a modern market needs to promote efficiency through 

competition and division of labor. Global markets offer greater opportunity for people to tap in to 

more and larger markets around the world. It means that they can have access to more capital flows. 

But the argument that markets do not necessarily ensure the benefits of increased efficiency is 

shared by many. (Miller, 1978). In any market, buyers and sellers look at the price to determine 

whether or not they want to buy or sell any property. A seller has a certain maximum price at which 

s/he is willing to sell, though s/he would happily accept more. Likewise, a buyer has a certain 

minimum price at which s/he is willing to buy, though s/he would happily pay less. If the minimum 

the seller would accept is less than the maximum a buyer would pay, a transaction can occur. 

Markets help such buyers and sellers meet to trade.  

In market systems, prices are discoverable; i.e. both buyers and sellers are capable of finding out 

the current price at which a transaction could occur. This can be done by using transactions data of 

the current market, but due to lack of availability of modern and open marketing, the price at which 

any property sold may be vary. This is due to absence of transparent property marketing system in 

addition to pricing method or valuation techniques. This price variation of residential house impacts 

the immediate group of buyers and sellers, but also may impact long term supply and demand 
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decisions within the market. Among other solutions, publishing current prices is a key component 

within any modern market system. 

In Addis Ababa, the most commonly predominant marketing systems are auction, lease, and private 

negotiation.  But, according to study on Factors Affecting the Real Estate Market in Addis Ababa 

City, the marketing system in Addis Ababa is characterized by a private orientation or one i.e. led 

and orchestrated by traditional brokers. In broker led marketing systems, initiation of consumer 

interest or enquiry in property are classified under the umbrella group of those promoted by these 

brokers, while the auction scheme is applied by very limited number of financial institutions. In 

auction selling, initiation of consumer interest or enquiry in to property is promoted and marketed 

through electronic and print mediums like the now mushrooming radio, tv and social media in 

additional to the traditional newspapers which but are also available electronically or in the 

WWW.qefira.com. The other marketing system used by real estate developers is direct negotiation, 

which involves a direct deal between a potential buyers and developers without any intermediate 

agent or broker. Real Estate Companies have their own salespersons which promote the properties 

being sold by real estate developer. (Gift real estate salesman) 

The dataset available for analysis in this study is significantly more comprehensive, covering sales 

of properties in three Woredas under Bole sub-city of Addis Ababa over a three-year and half 

period i.e. From September 2014 through April 2017. According to data from bole sub-city 

administration office, a total of 346 properties were sold. Among those, 45 houses were sold via 

auction while 310 houses were sold via private deal in Woreda 5, Woreda 11 and Woreda 6 over 

the study period. In residential house market, choosing a method to sale property depends on the 

condition and characteristics of the property to be sold. 

In property market, the critical difference between auctions and private sales lays in the timing and 

comparison of the offers. In private (negotiated) sales, buyers go through a search process to find 

the “right” property with the money they can afford or come up with, reservation price. By the 

same token, sellers also go through a search process to find a buyer who is willing to pay the price 

they are willing to sale their property with. Through the search process, the seller receives and 

evaluates offers sequentially. The seller has the option to ask additional offers if initial offers are 

unsatisfactory. However, this process does not allow the seller to compare offers, as offers do not 

arrive simultaneously (at the same time) and expire if not accepted within a certain period of time 

that is not under the seller’s control.  

http://www.qefira.com/
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The auction, by contrast, acts as a centralized marketplace for the seller to ask offers at one time 

and allows the seller to compare all the offers available at that time. If at least one bid meets the 

reservation price, the sale can proceed immediately. The characteristics of the product being sold 

may also influence the choice of sales mechanism in addition to existing market system.  

The real estate market in Ethiopia is booming and it’s an exciting opportunity for Ethiopians around 

the world. According to Valerie Steele, Chief Executive Officer (CEO) of Gojo Suites, when I lived 

in Ethiopia, I saw first-hand the development of new homes and neighborhoods with amenities 

only previously available in western countries. It is known that everybody wants to have reliable 

transactional market information and easy way to obtain information of houses to be sold, but there 

is the lack of connection between the home sellers and the home seekers. I feel that Gojo Suites 

could make a difference in bridging the gap.  

This indicates that the property marketing system is weak and lack of modern market system and 

complementary requirements to the market may impede efficiency and liquidity. Modern real estate 

brokerage business is not well developed in Ethiopia too. There are traditional agents with no 

formal education in real estate but who basically mediate between buyers and sellers. Due to infant 

market information, the price of property shows variation. 

The Ethiopian real estate market has been heating up for several years. Real Estate and 

Construction are two of the 18 sectors that contributed to Ethiopia ‘s national income (GDP). These 

sectors accounted for 14.9 percent of GDP in 2008/09, out of which real estate has a share of 9.1 

percent and construction 5.8 percent. According to data on GDP by sector, real estate and 

construction sector grew in real terms by an annual average of 14.1 and 10.4 percent per year 

respectively in the past five years, i.e. from 2004 to 2008/09. During these periods, the figure is 

somewhat above the average annual growth rate of real GDP that is 11.4 percent. The growth in 

the sector indicates a rise in the share of these activities within the overall economy. In fact, from 

the average 11.4 percent real GDP growth, construction and real estate sectors provided 1.5 

percentage share of the overall growth rate in the last five years. Put differently, had it not been for 

growth in these two sectors, real GDP growth would not have reached the double-digit growth rates 

recorded over the past five years. (Source: Socio-Economic Profile of Addis Ababa for the Year 

2008 E.C).   

Real estate market in Ethiopia continues to be gaining more acceptance and momentum and is 

forecasted to grow significantly in size and quality. However, there are still an array of constraints 

and bottlenecks impeding fast growth of the sector. This is so mainly because there is no well 

thought out master plan or systematized modernization and guidance. In other words, there is no 
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market system that encourages, advises or assists and directs existing and potential buyers and 

sellers. Buying or selling a property is a stressful process for on both accounts. Most people use 

traditional brokers to manage their business. These brokers are mostly found through word of 

mouth or informal contacts within community members. But there are also some websites that 

make the process of searching for properties easier, accurate and more efficient. Within the broker 

managed negotiation-based market system, the process is mostly straight forward except the extent 

of negotiation and its handling which is dependent on the personal behavior and trait of the 

particular broker. A person who requires to buy a property gives a broker his specifications which 

mostly is comprised of the following elements: type or physical condition of the property/house, 

location of the house, basic land area the property is setup and to better narrow down the 

engagement, the maximum price the buyer can afford. Mostly brokers have a data or a potential 

list of suitable offers that suits the buyer’s specifications. Where the buyers and sellers’ 

requirements match, the broker either negotiates on behalf of the parties or brings the parties 

together so that they negotiate a deal themselves, mostly the broker serving as a facilitator between 

the two parties. Where the negotiation is concluded with a deal, the broker/s will receive a 

customarily fixed commission for his/her brokerage service. There is but another step of 

verification before money and property are legally exchanged. This comes in the form of 

confirming that the owner is a legally authenticated proprietor of the property and whether the 

property has notarized plan at the sub-city office. (Real Property Registration Systems in 

Developing Countries: Confluence of technological, institutional and organizational 

requirements in the Addis Ababa Market, Tarek Zein International Consultant: - Washington DC, 

April 8-11, 2013) 

On the other hand, auction method is used for foreclosed property and distressed properties. In 

auction selling, the reserve price of the property is estimated based on the value of the property that 

has been mortgaged or pledged. A reserve price is seller’s decision regarding the minimum price 

at which s/he is willing to sell. When property is sold through private negotiation, the time table is 

liquid and outside the formal or legal control of any party. This means, a sale could happen very 

quickly, or it could take several months. The seller may not get the absolute highest price depending 

upon the level of competition in the current market. Many sellers and buyers find themselves 

deceived or cheated out of their wits by brokers where they end up buying an overpriced house or 

selling their property lower than its real market price.  

Sometimes, the opposite can also be true where the broker is biased towards the buyer or seller. 

This is due to lack of reliable transactional market information and the price of the property is 

valued or estimated by brokers, who acts as an agent. On the other hand, a property might be sold 
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with a higher price in privately negotiated sales than in an auction wherein there is only one highly 

motivated buyer. Properties that have been on the market for several months might develop the 

image of being stale. 

Here we can conclude that; hence, in residential house market system, a property can be sold in 

auction or in negotiation. Each sale method brings unique advantages and challenges based on basis 

of market dynamics, uniqueness of property and buyer/seller objectives. This is due to the 

following key factors:  the informed or uninformed expectation of the seller including a fair sales 

price, terms and timing; the desirability of the property which includes location, conditions and the 

value of surrounding properties. 

1.2. Research Problem and Statement of The Problem 

 Social developments and technological changes are constantly bringing forth new problems and 

opportunities for research. The area of investigation is selected after a rigorous consideration of different 

topic areas. Courses were an important lead on this. Related to them and for the sake of selecting a topic 

and research problems, the investigator also consulted an array of reading materials or previous research 

including specialized sources as research abstracts, research bulletins, research reports, journals of 

researches, dissertations and many similar publications which served as rich sources of information. Text 

book assignments, special assignments, reports and term papers also suggested areas of needed research.  

Discussions-Classroom discussions, seminars and exchange of ideas with faculty members and fellow 

scholars and students also suggested many stimulating problems to be solved. Close professional 

relationships, academic discussions and constructive academic climate are especially advantageous 

opportunities.  

The investigator also deployed a questioning attitude towards identification of a research problem. A 

questioning attitude towards prevailing practices and research oriented academic experience effectively 

promote problem awareness. Within this, the most practical source of problem identification was consulting 

potential supervisors or advisors, experts of the field and most experienced persons of the field. Research 

guides served to clarify the investigators thinking and achieve a sense of focus and develop a manageable 

problem from one that may be vague and too complex. 

Housing is one of the major problems prevailing in Addis Ababa and other cities or towns across 

the country. According to socio-economic status of Addis Ababa city for the period of 2016/17 

G.C, the shortage of housing in cities is exceedingly grim. According to the study, it is estimated 

to reach one million or above. Even though there is an increasingly many residential housing 

development projects in recent times both by government and private real estate business 

companies, there is still a huge gap between the demand for and supply of housing by Addis Ababa 

residents. With an estimated population growth of 400,000 every year in Addis Ababa, the 
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projected marginal housing need is expected to be a huge challenge where it is not met by an 

equivalent volume and quality of supply or new housing projects. On the other hand, the potential 

projected supply from the private sector was theoretically growing. According to a report of the 

Ethiopian investment Agency (2016 G.C), the number of licensed real estate companies in Addis 

Ababa is quite large (Constituted by a registered capital in the market amounting Birr 53 billion) 

even though the proportion of those who are actually operating is less than 3% of the total.  

In any economy, a market system is a place (virtual or physical) that facilitates the matching of 

buyers and sellers. In other words, a market system is any systematic process that enables buyers 

and sellers to interact and make good deals. Residential house market is vital for national economy 

and modern settlement or urbanization. A well-developed market of residential houses can provide 

a lot of social and economic yields or benefits to a country and its citizens if it is operated and 

managed properly or in a modern fashion. Its potential to accommodate many services and 

operations within it the remit of employment and investment is quite significant, which in turn 

contributes to its enhanced development (maturity). But, in an inefficient infant market (like what 

is prevalent in our country), the marketing system has a wide gap which needs bridging.  

Having this if the price at which a property gets sold is not based on adequate information and 

a free market dynamics scenario that is driven by free competition, it brings a significant 

variation of price over properties with the same characteristics. Within this framework, little 

positive changes or shifts in transaction information evidently affects significant price changes and 

variation that favours both parties. In the absence market information, most prices of property under 

specific market which are operated by the same set of agents remain identical. But in some case 

the price of properties with the same character operated by same set of agents can also vary. This 

is due to lack of information observed on buyers. This means, mostly properties pass through a 

different agent or residential houses of similar character and location promoted by different agent 

can have different price of selling which results in the illiquidity of the market. If the market is 

Illiquid, it takes longer time for sellers to find buyers and makes difficult to determine a fair price 

for the property. Generally, this shows that spatial differentiation and inaccurate information or 

misinformation can lead to a housing market with price dispersion. This price dispersion may have 

a large effect on the sales price and time it takes to sale a property. 

An overriding important characteristic of open and transparent or modern market systems is that it 

creates an enabling environment for fair competition, which serves as a natural regulatory 

mechanism. Competition in market can be efficient if the market system is open and transparent. 

The market system may be influenced by actors in the market. In relation to this, in Addis Ababa, 
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a widely used method of selling properties are negotiation which is broker led sale, in which buyers 

and sellers rely on local agents called Brokers (which in Amharic language is commonly referred 

as “Delelas”). These are agents mainly with no formal education in market but who basically 

mediate between buyers and sellers where a great deal of negotiations is involved in buying and 

selling home.  

While the market value is not negotiated simply between the seller and potential buyer in private 

selling method but based on an assessment performed by a middleman or broker. The role of broker 

in property markets is to serve as a middleman counteracting information doubts on product quality 

of real property and the existence of brokers as middlemen is found to be good increasing under 

several plausible conditions. This is due to their ability to diminish transaction frictions by lowering 

search costs or by increasing purchasers’ confidence about the quality of goods in addition to 

estimating or pricing the value of the property to be sold. The main problems with broker is that 

they are not skilled while estimating or pricing of properties of price is skill based and also 

performed by professionals.  

On the other hand, the main difference is that, in auction selling price for residential houses are 

estimate by professional valuers. Valuers are regularly organized in professional organizations. The 

valuer is supposed to take an objective and neutral stance when conducting a valuation in order to 

determine a fair market value. An intermediating valuer who provides an expert assessment on a 

property’s price is clearly in a different position. His role might be best described by objectively 

assessing the various market risks and uncertainties involved. Valuers should not give their 

subjective opinion on value and neither should they exploit market opportunities for the benefit of 

their company. Instead they provide a well-founded expert assessment of fair market value. (Levitt 

and Syverson 2008, Hackett 1993).  According to credit appraisal and portfolio management and 

credit customer relationship management process section of Cooperative Bank of Oromia, In case 

of Ethiopia the valuer in Auction selling can be regularly organized professional organizations and 

also the valuer from seller company which is a single department with valuation actor operating in 

a regulated environment. 

Because of agent’s skill gap and variation of mechanism used to estimate price of properties the 

price at which residential house sold may vary. In addition to this due to limitation or lack of 

transparency of systematically organised data and information supporting privately negotiated and 

concluded property transactions, most properties in a market are forced to pass through brokers and 

at the same set of closed system agents. Scientific or market worthy valuation of the price of 

residential houses is thus subject to undue manipulation by these traditional brokers of a specific 

area or locality that is mostly under the monopoly of these few same agents.   
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According Economist John Kenneth Galbraith, the government and other stakeholders in 

residential housing market system including financial institutions and selling agents are required 

to play a critical role in creating a strong, efficient and easily accessible method of marketing 

properties as it is the case for other exchanges using electronic or online based methods. This is 

very crucial for a market that is driven by a system of delivering transparent information. Similarly, 

developing and making available easy and standard valuation techniques as well as schemes to 

bring together the parties by using skilled persons or agents is wanting since it would help 

determine and set fair market price for properties which ultimately result in bridging the irrational 

price variation/gap.  

This research project is intended to investigate and describe the factors affecting the residential 

house market and to identify and describe factors that cause price variation on residential house 

sales in a bid to prevent or solve problems early or prematurely. In so doing, it is also the intention 

of the study to recommend possible remedies to address potential problems where they occur. 

1.3. Research Objective 

1.3.1. General Objective 

The general objective of this study is to identify causes and factors that create variation in 

residential house prices in auction and private sale mechanisms and why the price variation occurs.  

1.3.2. Specific Objectives 

a. To identify and analyze factors that cause price variation of residential houses; 

b. To identify and recommend the most efficient selling method for residential houses;  

c. To identify and recommend valuation techniques and mechanisms in which price of residential 

houses can be determined; and 

d. To address the impact of valuation techniques and methods on the price of residential houses.  

1.4. Research Questions  

a. What are the factors that cause price variation of residential houses? 

b. Which one is the effective mechanism for selling residential houses, among Auction and 

Private?  

c. Which mechanism is used to estimate price of residential houses in private and auction?  

d. What are the impacts of valuation method shows on price of residential houses?  
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CHAPTER TWO - LITERATURE REVIEW 

2.1. Introduction 

Most if not all rational investors weigh the costs and benefits of the potential business before 

embarking on it. Invariably, the goal of these investors especially when the motive is financial is 

to maximize benefits and minimize costs, hence the need to wisely allocate and utilize resources to 

achieve set goals and objectives. The state of the market (SOM) indirectly affects the sentiment 

(emotion) of property buyers and hence affects the probability of a sale. (Bulow and Klemperer, 

1996). 

(Mayer1995) explores the role that information and market conditions play in determining the 

relative performance of various sales techniques, both in auctions and in private. Like Asabere and 

Huffman (1992), he also accounts for market sentiments in his analysis of auction performance. 

More recently, Anglin (2003) provides a theoretical treatment of how the price/ probability 

relationship changes in response to changes in market conditions. The timing of auctions has been 

investigated in two ways. First, the effect of timing as the auction proceeds (Ashenfelter 1989; 

Ashenfelter and Genesove, 1992; and Lusht, 1994) and second, the effect of time over separate 

auction attempts (Asabere and Huffman, 1992; and Vanderporten, 1992).  

Location has previously been associated with auction outcomes. Asabere and Huffman (1992) 

investigated the impacts of physical, location, time and neighborhood characteristics on the 

outcomes of auctions of foreclosed properties and found that location mattered. Deboer, Conrad 

and McNamara (1992) wrote that as many as three-quarters of surveyed bidders in the auction of 

land parcels were influenced by the location of the parcel when bidding. More than half of those 

surveyed also cited neighborhood quality as an important consideration. To capture location effects 

(LOC), a number of classifications (prime versus nonprime, regions, etc.) are explored. Properties 

in central locations (close to city center) are expected to generate greater interest and participation 

because they are in limited supply.  

Due excessive hassle involved in private or negotiation-based sales; little number of buyers choose 

auction. Deboer, Conrad and McNamara (1992) concluded that property price is higher in auction 

selling than in negotiation. This is due to the reason that buyers understand the seller as a recognized 

auction company or as a realtor auctioneer. To ensure the auction is conducted in a professional 

manner and followed-up through up to closing and the property for sale is presented to prospective 

buyers in its best condition (i.e.., title insurance, clean-up, financing, etc...). The seller is expected 
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as they have realistic expectations, including a fair sales price, terms and timing, the desirability of 

the property, this includes location and conditions. 

2.2. Auction 

The central argument, from a review of the relevant literature, is that good or bad auctions are a 

matter of design (Klemperer, 2002). Auction is a popular selling mechanism over a wide range of 

circumstances because auctions lead to stable and efficient allocation outcomes. The auction, 

through the competitive bidding process, enables a seller in a weak bargaining position to do as 

well as a seller in a strong bargaining position (Milgrom, 1987). Arnold and Lippman (1995) prove 

theoretically that if a seller is selling a small number of identical items, he will obtain a higher per-

unit return from the sequential sales mechanism. However, if a seller is selling a large number of 

items, the cost savings accruing from selling all items at the same time yield a better per-unit return. 

Thus, the value of higher negotiation or bargaining strength is small compared to the value of using 

competition among the bidders to drive prices up (Bulow and Klemperer, 1996). Auction is one of 

the selling mechanisms in which the price rises continuously until only one bidder remains and the 

seller is required to accept the final bid, the sale price equals the lowest competitive price at which 

supply equals demand. In the theory of optimal auctions, the seller is treated as a monopolist who 

can choose any mechanism, such as establishing a minimum sale (or reserve price), to maximize 

expected profit. As in monopoly theory, optimal auction theory assigns all bargaining power to the 

seller, subject to the constraint that she does not have access to buyers' private information about 

an asset's value (Department for International Development 2000a: 14-15) 

2.2.1. History of Auction 

According to Paul R. Milgrom (1985), auctions are one of the oldest surviving classes of economic 

institutions. The first historical record of an auction is usually attributed to Herodotus who reported 

a custom in Babylonia in which men bid for women to wed. Other observers have reported auctions 

throughout the ancient world in Babylonia, Greece, the Roman Empire, China and Japan. 

Auctions have a long history, having been recorded as early as 500 B.C. The word “auction” is 

derived from the latin word “Augeu” which means “I increase” or “I augment”. Auctions have 

been a relatively uncommon way to negotiate the exchange of goods. In practice, both haggling 

and sale by set price have been significantly more common (National Auctioneers Association 

2009). 

 



11 

 

As impressive as the historical longevity of auctions is, there are a remarkable range of situations 

in which they are currently used. There are auctions for livestock, a commodity for which many 

close substitutes are available. Construction contracts are all commonly bought or sold at auction. 

The auction sales of unique items have come to show that auctions are a good vehicle for 

monopolists. But it is not only those in a strong market position who use auctions. There are also 

auction sales of land, equipment and supplies of bankrupt firms and farms. These show that 

auctions are used by sellers who are desperate for cash and willing to sell even at prices far below 

replacement cost (Paul R. Milgrom, 1985). 

2.2.2. Auction theory 

Auction theory suggests that a higher reserve price should increase the selling price while 

decreasing the probability of sale (McAfee and Vincent, 1992). Supporting evidence that the 

reserve price in fact affects the probability of sale is found in DeBoer, Conrad and McNamara 

(1992). Efforts to empirically measure the role of the reserve price, including the merits of a hidden 

reserve price (Riley and Samuelson, 1981; and Vincent, 1989), and the identification of an optimal 

reserve price (McAfee and Vincent, 1992; McAfee, Quan and Vincent, 2002; Eklof and Lunander, 

2003; and Li, Perrigne and Vuong, 2003) have been hindered by the fact that the reserve price is 

often hidden or undisclosed (Toda, Nozdrina and Maddala, 1998).  

2.2.3. Price in Auction 

A proxy measure is developed called the level of reserve price (LRP), which is defined as the 

difference between the property’s estimated market value and the opening bid price, divided by the 

opening bid price. The estimated market value is the last transaction price for the auctioned 

property or the estimated market value of properties most comparable to the auctioned property if 

there is no previous transaction, adjusted by the price index. The adjustment uses the price index 

from the quarter prior to the auction, as information on the contemporaneous price index is not 

available at the time of auction. 

Auction price is always defined, relative to the negotiated sale price. However, market prices may 

fall at the same time because of increased vacancies. A single seller holding an auction assume that 

the auction price has no effect on the market price of property sold in the search market. It is 

assumed that the auction is attended by all buyers in the market at that time. Although buyers may 

"attend" the auction by observing properties characteristics, in practice only buyers who have a 

high valuation will actually go to the auction site. Each buyer determines his or her valuation by 

looking at the best alternative in the search market and is willing to bid up to the total cost of that 
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alternative (that is, the market price plus the mismatch cost). The price of the property at auction 

can be compared to the market price to determine both the absolute discount or premium associated 

with auctions, and how the auction price varies with changes in vacancies. That is, the total price 

of the auction property is less than the total price of the buyer’s most preferred non-auction property 

among the available negotiated sale properties. Because auctions in some model do not have 

reserve prices, which theory predicts will raise the price of the property sold at auction, the 

simulation results might overestimate the discount associated with reserve-price auctions. The 

comparative statistic, however, will not change. The possibility that a buyer might shade his or her 

bid in response to the winner’s curse is irrelevant in this model because a buyer’s valuation 

completely depends on his or her match with a property (Christopher J. Mayer, 1993). 

2.2.4. Method of Pricing properties 

Pricing is the approach of setting the properties price the workings of which varies between 

regulated and unregulated markets. For regulated markets, the basis of the price is already 

determined, such as being a proportion of full economic cost (e.g. research council funding), or 

directly incurred costs and a fixed proportion contribution to indirect costs (eg. one version of 

European Economic Commission Framework funding). For work undertaken in unregulated 

markets (e.g. interactions with industry and with many parts of Government), the price is 

negotiable, and should take account of the full economic cost of the work, along with the market 

value of the activity to the customer and the academic value to the University (Commercialization 

Policy, 2010). 

Much of the analytic power of economic theory stems from the abstract image of markets that 

generate prices. On the surface, price adjustment might seem like an odd place to understand a 

process of social construction. Few economic precepts are more often taken for granted than the 

notion that markets determine prices. Moreover, few economic concepts offer so little social 

content as price. (a revised version published in the Journal of Economic Perspectives in 1994) 

Neoclassical price theory is a highly-stylized theory of market behavior. It presumes that social 

content is unimportant to market outcomes. It offers no theory of how prices work in a firm; simply 

a notion that they do work. In neoclassical economic theory, firms readily react to changes in 

market conditions by adjusting prices. A wide variety of changes may take place: changes in costs, 

supply, or demand, competitive entry or actions, change in technology, and so on. Firms 

incorporate those changes and adjust prices upward or downward. Classical economics assumes 

that because organizations are endowed with this ability to adjust prices, industries, market and 
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economies can function efficiently. (John Roberts of the 1992 landmark text Economics, 

Organization, and Management) 

Despite the centrality of market language in economics, (White 1990: 83,).  argues that "There does 

not exist a neoclassical theory of the market" Rather, economists have deliberated, very effectively, 

what describes as "a pure theory of exchange." Classical economics treated markets as concrete 

places, either a marketplace or a geographic region, in which people come together to exchange 

goods. With the marginalist revolution in economics, economists began to speak of a "perfect 

market," with perfect competition and perfect information (Swedberg, 2003).  

In both economic theory and economic sociology, the central image of markets is the neoclassical 

market model, whereby prices adjust to arrive at a competitive equilibrium between supply and 

demand (Milgrom and Roberts, 1992). But dealing with what Krippner (2001: 775) describes as 

"the elusive market" has been a challenge for economic sociology. One approach has been to accept 

economic models and either treat the market as a social form of behavior that introduces tensions 

into other social behavior (Mingione, 1991) or treat the idealized image of the market as something 

that is more or less present (Block, 1990). The difficulty with these approaches is that they are not 

helpful to understand the nature of market forces. Hence, another response in sociology has been 

to make market exchange more concrete (Granovetter, 1974) and to situate market behavior better 

in social relations (Granovetter, 1985), shows that social relations shape economic outcomes like 

price. Baker (1984) shows that price volatility in option pricing varies with the density of social 

networks. Other research shows how price is affected by characteristics of the kind of market 

(Smith, 1989; Uzzi and Lancaster, 2004) and where one sits in the market (Podolny, 1993). These 

and various other studies have quite clearly demonstrated that social relations influence economic 

outcomes and prices in particular. Still, critics (Krippner, 2001) have argued that network studies 

have made the structural aspect of social relations paramount to the extent that other social forces 

are ignored. To understand how social structures influence behavior, it is necessary to show how 

these social forces work. 

A well-trained negotiator will have a carefully developed plan that will increase the odds of 

success, and this plan can be a combination of actions both away from the negotiating table as well 

as at it. Knowing how to both create value and claim value is the true art of negotiation. Untrained 

negotiators simply try to claim the biggest piece of a smaller pie and normally leave money on the 

table. Two of the best ways to provide value to clients is through market analysis and professional 

negotiation skills. Mayer (1995) compares the performance of real estate auctions with negotiated 

sales, and develops a theoretical model which states, in an auction, the buyer’s valuation is based 
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on alternatives expected to be available in the search market. When there are more vacant units 

available in the property market, buyers find that the search alternative offers better choices, 

resulting in an increase in the auction discount. The existence of more buyers, on the other hand, 

increases the effectiveness of the auction method and leads to a decrease in the auction discount. 

He concludes that more risk averse sellers choose to auction their properties while less risk averse 

sellers choose to sell their properties through negotiated sales. In addition, Gan (2013) also shows 

that more sellers will prefer auctions when the market is hot and all loss-averse sellers choose the 

negotiated sales.  

2.2.5. Reserve price in Auction 

Reserve price is seller’s decision regarding the minimum price at which s/he is willing to sell the 

good or it is a seller’s specified bid level below which no sale is made. S/he will only sell the good 

if the highest bid is greater than that of the reserve price. Auctions with no reserve price are 

sometimes referred to as absolute auctions. An informal argument proposed in their favor is that of 

not posting a reserve price. It is one way of attracting more participants in the auction, which is 

advantageous to sellers. That more participation is to be expected with lower reserve prices seems 

obviously right, however, greater participation is not the seller’s objective purse, and if the 

commodity then happens to be sold at too low a price (below the seller’s valuation), the seller 

would have been better off keeping the object (Levin and Smith, 1994 and McAfee, 1993).  

Sellers payoff is always given by the profit sellers earn in the auction. If the sellers do not sell the 

good, his payoff is zero. This is true regardless of his privately set value. If s/he sells the good, 

her/his payoff is given by his profit, which is the difference between the payment s/he receives and 

her/his value. (Alan Bamberger 1998 -2006)  

Calculating reserve price in Auction selling: The starting point for the reserve price is the 

property's value i.e. agreed between the auctioneer and the seller. Usually the auctioneer will want 

to set a reserve price on the low side, to ensure the property successfully sells and the seller will 

want to set a higher reserve price to ensure they don't run the risk of selling too low. As a general 

rule, an auctioneer will only allow a property to be entered into auction if they can agree to a reserve 

price of around 85% or less of market value. The reserve price is agreed before the seller agrees to 

enter the property into auction, but it can be changed (with the seller’s permission) in the run up to 

the auction, depending on the level of interest the property generates (Robert_J._Chalfin 2003. 

Reserve price impact on bidder: - 'In the real world, a bidder's willingness-to-pay does not only 

depend on his or her intrinsic valuation of the object to be auctioned off, but also on psychological 
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reference points. We all seem to constantly draw comparisons that determine our valuation and 

thus our willingness-to-pay (Rosenkranz and Schmitz, 1998). A publicly announced reserve price 

is one of many factors that can determine a bidder's reference point. Mer all, [WHAT? REVISIT] 

if there hadn't been other bidders, the object would have changed hands for the minimum bid, and 

it just does not feel so good to pay much more than this reserve price (Bajari and Hortacsu 2004). 

According to a study by Rosenkranz & Schmitz (2007), where the impact of the reserve price on 

the bidders' reference point is very small, taking care of the psychological effect has significant 

consequences for the optimal reserve price: if there is enough competition for the object (say, more 

than 30 bidders), the study shows that even if a reference point determines a bidder's willingness-

to-pay for an object by only 1% (or where the bidder's intrinsic valuation contributes to 99% of the 

influence) it may be optimal to increase the reserve price by 50% over. The more the number of 

potential bidders, the higher should be the reserve price, when taking the 'reference point effect' 

into account. 

The bidders' psychological reference point will also depend on factors that the seller cannot 

influence, for example, selling prices in auctions of related items or estimates that are determined 

by auction house experts. If these factors imply a high reference point, then the seller should keep 

the reserve price secret, because a public reserve price could only reduce the bidders' reference 

point. The psychological reference point effect implies that the higher the reference point the more 

are potential buyers willing to pay. When the reserve price is kept secret, the seller's expected 

revenue is larger if he or she uses a second-price instead of a first-price auction. When the reserve 

price is public, then the seller's expected revenue is the same in first-price and second-price 

auctions, which is in accordance with traditional auction theory (Katkar and Reiley, 2006) 

The prompt and orderly closure of a bank in liquidation constitutes a cardinal function in the 

receivership and liquidation process. Basically, bank closure activities involve the assumption of 

control of the assets and affairs of a failed bank, taking inventory of the assets and records, and 

compiling reports on the exercises carried out. Closed banks owned several assets, tangible and 

intangible, which were acquired for use during the period they were in operation. The valuer, as 

the receiver, is expected to convert the assets of the failed bank into cash speedily and inexpensively 

by auction sales as much as possible under the prevailing circumstances. To this end, the 

Corporation normally adopts the forced sale value arrived at by the valuer as the basis of reserve 

price in the disposal of real property assets of a failed bank (Umoh and Ebhodaghe, 1997). 
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2.3. Negotiation Selling 

A negotiation is all about trying to satisfy each party's needs. The buyer and seller both establish 

goals and objectives they want to achieve. The actual negotiating with the other party (persuading 

one side to accept the other side's position) is almost always done uniquely by brokers. We assume 

that the negotiated price is the outcome of brokers bargaining and for that broker have relatively 

complete information about preferences and costs. Arnott’s (1989) 

2.3.1. Setting price in Private treaty selling 

The market sets the price range, but negotiation skills determine the final outcome. The market 

data in reality simply establishes the price range for previous buyers for a given type of properties 

(Keniston, 2011). But there are at least three factors that can cause significant price variation among 

buyers and sellers of similar properties: 

1. Data interpretation: The simple fact that two people can look at the same data and come 

up with different conclusions is one source of variation. The sellers (including the listing 

agent) look at market data and interpret it in their favor, and the buyers (including the 

buyer's agent) look at the same or similar data and interpret it in their favor. Human nature 

causes people to typically over-estimate in their own favor. As a result, different 

interpretations he same data abound and can sometimes be quite far apart from each other. 

What is problematic is that each side feel justified in their interpretation and hence the 

position they stood by which in effect creates a scenario that stalls negotiations. (Keniston, 

2011). 

2. Property differences: No two houses share the exact same dimensions, features, upgrades, 

landscaping and decorating. Each house has unique physical characteristics just like 

snowflakes. Formulas are normally used to adjust the pricing of one house based on the 

pricing of a similar yet different house. But, the formulas and methodology used vary.and 

there is no one standard approach used by real estate agents and appraisers alike. So, price 

determinations for a property will also vary due to different methodologies used to adjust 

for differences in physical characteristics. (Keniston, 2011). 

3. Buyer perspectives: Perspectives of buyers and the way they look at the world are strongly 

oriented by their own life experiences and situations. No two people save human drones 

with a ‘perspective’ can have exactly same, if not broadly similar, life experiences and 

situations and hence perspectives. When buyers (and sellers) evaluate a house from their 

own unique perspectives, they may be inclined to focus on value rather or more than price 
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in their initial take which may directly and indirectly influence subsequent evaluations. 

According to Rosenthal, 1996, value is defined as a factor of “benefits versus price." [PLS 

REVISIT.] The value of a house is therefore greater when the benefits (real and perceived) 

are high relative to the price and lower when the benefits don't appear to justify the price.  

2.3.2. Role of Brokers in negotiation 

Brokers are agents, operating on a commission basis, who only transact on behalf of a buyer or 

seller. Because of their positioning, they are predisposed to obtain market information relatively 

easily. The main function of brokers in property market is to facilitate market exchange through 

matching of buyers and sellers. Brokers provide a mechanism for obtaining a market price at which 

properties reach in a dynamic market, a function known as price discovery on property exchanges 

(Gibson-Jarvie, 1993). 

The value of a given property will most certainly be different for different buyers, and also different 

from the seller’s valuation. Buyers and sellers ever reach agreement through the use of negotiation 

skills. and not the client's negotiation skills, but the brokers negotiation skills. The final outcome 

for both clients is heavily influenced by their own agent's negotiation skills. Each individual buyer's 

and seller's situation yield a unique set of needs and desires for each party. (Chen, Yang & Zhao, 

2008). 

2.4. Auction versus Negotiation 

Thomas and Wilson (2002) argue that a buyer’s ability to credibly reveal rival offers to sellers 

influences the revenue obtained from two different mechanisms – multilateral negotiations and 

first-price auctions. If information on rival bids is not credible, the favorable negotiation position 

of one party may result in negotiated prices being higher than auction prices. In the experiments 

they conducted, Thomas & Wilson (2002) found that prices are indistinguishable between 

multilateral negotiations and auctions when there are four sellers, but higher in multilateral 

negotiations when there are two sellers. Wang (1993) compares posted-price selling against 

auctions and concludes that auctions are preferred to posted-price selling when the value of the 

object is more dispersed and for items with higher value. Hence, whether auction or negotiated 

sales is a better mechanism varies according to the parameters of the sale, including the number of 

objects auctioned and the distribution of valuations. Seller of multiple units of a good sell some 

units non-competitively (via any sales technique besides an auction) and some units through an 

auction. He argues that such a mix of auction and non-competitive sales benefits the seller and 

increases market efficiency because some buyers may not participate in an auction due to high 
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participation costs. Engelbrecht-Wiggans (1996) theorizing is also applicable to the real estate 

market where participants are often one-off buyers and sellers who may face high information costs 

related to researching the sales procedures, investigating the prevailing market values of similar 

properties and determining what properties are available in the market. Boone and Mulherin 

(2007) consider the agency costs and information costs of takeovers. They found that the wealth 

effects for target shareholders are comparable in auctions and negotiations. 

The focus in Wang (1993) is on the circumstances in which a seller chooses to auction an object 

rather than selling it at a fixed price. He finds that if there is a relatively wide dispersion in the 

distributions of buyers’ valuations, the seller prefers to wait longer in order to have more bidders 

participating in the auction. Over time, the distribution of the second-highest bid shifts upward and 

the seller is likely to get a higher sales price. Wang (1995) compares bargaining to posted-price 

selling and concludes that for objects that are difficult to value (i.e., when buyers’ valuations are 

dispersed), sellers prefer bargaining to posted-price selling. 

The choice of sales mechanism may also be influenced by the characteristics of the product being 

sold (Bajari, McMillan & Tadelis, 2003). It is possible to see that auctions perform poorly when 

the building design is complex. In addition, they find that the use of auctions is countercyclical. 

During a construction boom, few contractors are willing to bid for projects. This low participation 

erodes the competitive bidding advantage accruing to an auction. Helstad, Vassdal, and Trondsen 

(2005) examine the use of auctions and negotiated sales in the sale of fish in North Norway. Their 

study indicates that more homogeneous lots are typically sold by auction, whereas more 

heterogeneous lots are typically sold by negotiated sales. They also find that frozen fish sold 

through auction obtain the highest sales price, although auction sales also exhibit larger monthly 

variation in prices. Centralized market is more advantageous to “high-value” traders of 

homogeneous goods. In a study by Kulger, Neeman, and Vulkan (2006), “high-value traders” 

are buyers who have a high willingness to pay and sellers who have low reservation prices. This 

could be interpreted as providing a framework in which auctions obtain a higher price than a 

negotiated sale (Salant, 1991). In his model, realtors get higher prices than houses for sale by 

owners because they increase the arrival rate of interested buyers. Many auctioneers claim that a 

large advantage of auctions is that they greatly increase the number of potential buyers who visit a 

property. If this were true, auctions might obtain higher prices, even in the Adams, Kluger, and 

Wyatt (1992) model. 
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Bulow and Klemperer (2009) identify four factors that may explain why auctions generate higher 

revenue for sellers than sequential mechanisms, when entry is costly. These four factors are (i) 

number of potential bidders; (ii) bidders’ ability to make “jump bids” where their ability to make 

jump bids may drive buyers’ profits to zero in the search market and to the negative numbers in the 

auction market; (iii) more dispersed bidder values for auctions and (iv) the gap between expected 

winning values and expected revenue. According to Bulow and Klemperer (2009), the most 

critical factor is that bidders’ values are more dispersed for auctions, making the auction a less 

efficient mechanism information wise than sequential sales, which have less dispersed bidders’ 

values. Sellers will be able to capitalize on this relative information inefficiency to earn higher 

revenue. 
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CHAPTER THREE - METHODOLOGY 

3.1. Scope of the Study / Study Area selection [and Analysis] 

The interest of the study to analyze price variations required that we eliminate as much variation 

as possible outside of the economic effects on the real estate market. In an effort to eliminate 

“outside noise” in the dataset to be obtained or generated, a certain set of criteria were employed 

for the data collection. A multi stage purposive sampling was employed to determine the study site 

and type of data. First, the dataset source area was narrowed down to a particular geographic region 

from among the country, Addis Ababa which is where the researcher and his university are based. 

At the second level, from among the sub cities, Bole sub city is selected as a study site by 

deliberately applying a set of criteria. By selecting this sub city using a set of criteria, large 

variations that may throw off the results of the regression modeling are controlled. Variations that 

cause very large swings in home values like pronounced crimes, proximity to trendy shopping and 

restaurant areas, new developments, etc. were filtered out.  

A three year (2007,2008 and 2009) cross sectional data on a set of variables was collected from 

three woredas of Bole sub city. As set out by the objective of the study in the preceding sections, 

the focus of the research was to carry out basic investigation on property selling price variation in 

auction and private-treaty sale. Hence, the scope was dependent on the research questions and thus 

variables of interest for the study and in that motivation for the study, writing a thesis as part of a 

post graduate study requirement. As such, it was limited in scope focussing on exercise of basic 

research methods independently on a scientific investigation of a subject area and in that by the 

technical and financial capabilities of the principal investigator in addition to limited or little time 

available for the study.  These factors have to a certain extent constrained technique deployed for 

the investigation and consequently the quality results. It is thus carried out by using data 

(purposively selected) from one sub city of the capital city which are assumed to provide data on 

the study variables. Representativeness or drawing inferences was thus not a key concern in terms 

of area (re the need for city or country wide generalisations) but in terms of obtaining or generating 

adequate property transaction data sets.  

The sampling method employed for this study was purposive or expert choice sampling: samples 

are sometimes expressly chosen because, in the light of available information, these mirror some 

larger group with reference to one or more given characteristics. The controls in such samples are 

usually identified as representative areas (city, country, state, district), representative 

characteristics of individuals (age, sex, marital status, socio-economic status, race) or types of 

groups (administrator, counselors, teachers etc.).  
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These controls may be further sub-divided by specified categories within classes such as amount 

of training, years of experience or attitudes towards a specific phenomenon. Selecting site where 

more property transaction takes place is more effective in studying the property marketing system 

and transaction-based studies. Basically, it helps to focus on property marketing related data. These 

data sets may include number of sold properties, price of the properties in relation to their 

characteristics, the selling method used widely and other variables. Reasonable selection of site has 

a strong influence on obtaining comprehensive and adequate data for the study. As the relative 

volume and mix of residential properties sold in the selected site is much larger than other potential 

sites for selection, it can be argued that better or more representative data is solicited to carry out 

an acceptable and effective study. Towards this end, objective of the study and in that variables 

that needed to be analysed (and parameters that are expected to be deployed) are stringently 

considered in the selection of the site. As indicated in the preceding sections, the general objective 

of the study was to identify the variation of property price in auction and private-treaty sales. Within 

that spectrum and in relation to property market systems and characteristics, it was the intention of 

the study to identify effective and compatible mechanisms.  

The study recognizes the argument that comparing residential houses price in auction and private-

treaty selling needs data in terms of adequately satisfactory volume and mix of transaction of 

properties on the selected site. The other core factor that is taken into consideration for site selection 

was the scope or extent of complexity (or simplicity) of the study which is set to examine the price 

variation of residential property in both auction and private selling method and to put acceptable 

recommendation. The last is the relation of the study with the site; this is the accessibility of the 

data due to different method used for selling properties. In view of these factors and parameters, 

one of the sub cities in Addis Ababa is selected purposively in which property buying and selling 

takes place widely more than other sub cities.  

3.2. Description of the selected site 

The selected site for the study is located at the central part of Ethiopia. The study mainly focuses 

on Bole sub city which is in Addis Ababa. The following maps offer clear location of town and 

Bole sub-city. Specifically, Figure 1 shows the City of Addis Ababa in relation to Ethiopia. Figure 

2 illustrates the subject sub city in relation to surrounding sub-cities. Figure 3 shows the subject 

site in relation to the City of Addis Ababa and surrounding sub cities.  
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Figure 1:  The City of Addis Ababa in relation to Ethiopia. 

Addis Ababa lies 9°1′48″N latitude and 38°44′24″E longitude. The city is located at the heart of 

the country, at an altitude ranging from 2,100 meters at Akaki in the south to 3,000 (9,800 ft) meters 

at Entoto Hill in the North. This makes Addis Ababa the third highest city in the world, after La 

Paz and Quito in Latin America. Its time zone is categorized in East Africa Time (UTC+3). The 

city occupies a total area of 540 Km2. 
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Figure 2:  The selected site, Bole sub city in relation to surrounding Sub-cities. 

 

Bole sub-city has 14 woredas, 152 sub weredas and 532 villages. It shares a border with Yeka, 

Kirkos, Nifas silk, Lafto and Akaki sub-cities in the direction of the North, West and South 

respectively in addition to Oromia Regional State in the East.  
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Figure 3:  The study site in relation to other woredas of Bole sub city 

While most part of the sub-city is under development and it covers large area of the city, the study 

mainly focus on three Woredas. As discussed above based on the parameters needed for the study, 

the selected (subject) site is a place where buying and selling of the property widely takes place in 

Addis Ababa. The selected three woredas’ (out of 14) are further purposively selected in 

consideration of high residential house sales by both mechanisms of auction and private treaty sale 

in comparison to other woredas in the sub city.  

The proposed study was to identify the variation of property price in auction and private-treaty 

sales. It is meant to study the property market system and characteristics so as to identify effective 

and compatible mechanisms. Therefore, property market analysis of the study site is the foundation 

for obtaining more findings which is most probably related with the study. Doing so would help to 

verify the effect it brings on the price and its effect on future market trends.  

The next section of the study examines the nature of property market of the study site beginning 

with its progress within the property economics field and the current market change factors. Noting 

the variation on property price, the study seeks ways to improve the market system that provides 

moderate and equitable price for properties.  
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Bole sub city much more developed area than other sub cities in the Addis Ababa. According to 

information from the town’s administration office, more properties were sold and bought in bole 

sub city than other sub cities. Due to reasons specified above, three woredas that are better 

developed or with larger property transaction concentrations were further selected out of all the 

woredas’ in the sub city (re multi stage sampling) thus to generate adequate or comprehensive set 

of data for the study variables. The sub-city has been expanding horizontally over the bordering 

semi-rural vicinities. Cognizant of this expansion, land use pattern was exhibiting significant 

changes from agricultural land use to industrial and urban residential housing use.  This meant an 

increasing number of land and property transactions. Data from this sub city was found to be useful 

and adequate to assess the effect of market transparency on price of residential houses. Also made 

possible to assess was, mechanisms used to estimate price of residential houses in private sale and 

auctions even though the focus of analysis was on the effect of pricing method on variation of 

residential properties price. 

3.3. Source and Types of Data  

Like said above, it was imperative to use both primary and secondary data/sources as much as 

qualitative and quantitative data to generate a data set that can respond to the objectives and 

questions thereof of the study. Primary data was collected from Bole Sub City Administration 

Office and Cooperative Bank of Oromia (CBO) using standard (containing variables for the study) 

data collection forms and in-depth interviews (using checklists and structured questionnaires) of 

key informants.  

Other source of data included expertly selected seasoned brokers in the market as key informants 

in a bid to understand pricing methods and to generate data for investigation of the price of 

properties in their perspective since the still infant market system in the country is manly operated 

by traditional real estate brokers. Data from brokers helped to make price comparison of properties 

sold by auction with that of private-treaty sales. This was carried out by taking the selling price 

data from auction and by asking price/worth or value of properties in private selling thus to generate 

data to investigate variations in price.   

Complementing these data sets, other qualitative data was also generated from these data sources 

and other auctioneers that helped in creating understanding on the basic factors these key 

informants consider in estimating price or in valuation of properties. Due to certain factors, 

sometimes in auction selling, price of residential houses by which individuals won a bid may be 

more or less than that of expected or reserve price. These data sets helped to identify those factors 

easily and in a structured manner.  
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Finally, secondary data are also found to be necessary for the study. Those data were collected 

from literatures in the area and data of residential houses sold. Other related official data were also 

gathered from administration office of the study site. Secondary data helps us to observe and obtain 

the legal procedures and regulations used in auctions. Other study site population wide secondary 

data from Bole sub city Administration Office included total number of properties and their 

apparent location or distribution, price at which properties were sold along with mechanism of 

transaction. Among others, this helped to identify specific areas where property market is active 

and dynamic. The dataset available for analysis in this study is significantly more comprehensive, 

covering sales of properties in three Woredas under Bole sub-cities of Addis Ababa. According to 

collected data 45 residential houses sold via auction and 310 residentials sold via private treaty in 

Woreda 5, Woreda 11 and Woreda 6 over the period September 2014 through April 2017. 

3.4. Data collection: Organization, tools and instruments 

Structured questionnaires and interview checklists were used for collecting primary data from 

selected sources of data. Study specific data from literature review preceded these data collection 

processes and in that set the ground for it in terms of questionnaire, checklist and format/template 

construction that is tailored for and appropriate for the study.  

The constructed formats/templates, questionnaire and checklists (Annex 1) were systematically 

administered by deploying trained enumerators (who are closely supervised by the principal 

investigator also taking the role of supervisor and coordinator) to purposively selected buyers or 

current owners of residential houses in the three woredas. Close supervision was made in filling 

the questionnaires rather than leaving them to be self-administered without desktop hands on 

support in an effort to bridge the data quality gap that may arise due to lack of clear understanding 

or care in filling the questionnaire by respondents as desired even though the questionnaire was 

prepared in a way that is simple to understand and fill. In addition, unstructured interviews (and 

discussions) with most of the respondents was carried out so as to clarify provided data  

Interviews with purposively selected two officers of credit appraisal, portfolio management and 

credit customer relationship management Staff of Cooperative Bank of Oromia were conducted, 

among others, to gather necessary data on how reserve prices are set in addition to generate data 

on the entire auction process including legal and other concepts and regulations.  

Unpublished data on sold residentials is collected directly from Bole sub city documents 

authentication and registration office. Enumerators inspected or evaluated residential houses by 

deploying certain standard yardsticks and direct observation which is supported by capturing a still 



27 

 

picture and video of the exterior and interior of houses image. This was necessary in obtaining 

price valuation/estimation data from brokers on residences sold at the time or during the reference 

period. A complete market analysis typically consists of an investigation on residential properties 

sold via auction and private-treaty in an attempt to compare pricing and price differentials.  

For this study purposive sampling method was chosen to include the sample units of residential 

houses. Due to this the total target property which are used for the study is forty-five (45), those 

properties are the residential houses sold via auction in selected study site. Auction based data was 

collected on a total of 45 houses while data on 310 private-treaty transactions was collected using 

the data collection tools. The dataset used in this study is provided by Bole sub-city Administration 

Office. This data contains details of property sales in three woredas’ of Bole sub city (Woreda 5, 6 

and 11) which is then matched to registered property listings and attributes data. The listing 

information provides details regarding the list type (i.e. auction or private sale), year of selling, 

listing price and location details.  

The attribute data provides property-characteristics such as the number of bedrooms, number of 

bathrooms, year of sale, built up area, total area, land size, types of property and location. The data 

covers the period from September 2014 to April 2017 during which time over 355 property 

transactions were concluded. Among those properties, 45 were sold via auction and 310 of them 

were sold in private-treaty sale. According to the data, the predominant selling method is identified 

to be private-treaty sale.  

3.5. Data analysis and Model construction 

Data collected are presented using basic descriptive statistical tools, and analyses drawn out of the 

presentations of data (in tabular form). A thorough discussions and explanations are made in order 

to make sound conclusions. Secondary data from related studies are considered to support 

arguments derived out of primary data that is used for the study. A secondary data analysis is 

included in order to come up with a set of results to achieve the stated objectives of the study. All 

collected data has been organized by using excel and the result was analysed in order to reach at 

meaningful conclusion. During data analysis and interpretation, qualitative and quantitative data 

were combined in explaining, confirming, and enriching data to the approach. Hence, qualitative 

data obtained from informal interviews, and assessment of property marketing were used to 

describe changes and to identify factors existed for the occurrence of price variation, including 

issues related to estimating of price in selling property. All the data collected on the integration 

Problems will be organized & analysed by using Excel based and will be examined to identify the 

bottleneck problem in variation of property price in relation to property marketing system of the 
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area. The regression analysis and hedonic pricing approach will be developed which helps to 

achieve the main objective. The main objective this study was to identify the Variation of Property 

Price in Auction and Private Sales using valuation approach. 

The standard approach of measuring the effect of a certain attribute on property price is to model price 

by a hedonic equation, where attribute of concentration is one of the explanatory variables. Hedonic 

pricing models is used to determine the intrinsic value of each attribute or characteristic, as well as to 

predict transaction prices. This can be particularly useful when traditional discounted cash flow models 

fall short because of the absence of open and transparent market, when no comparable buildings exist, 

and for non-income generating buildings. For this reason, the hedonic model is usually estimated in a 

semi-log form, with the natural log of price used as the dependent variable.  

In statistical modelling, regression analysis is used to estimate the relationships between two or 

more variables: Dependent variable is the main factor which is going to be understood and 

predicted. In this study dependent variable is price of property. Independent variables are the 

factors that might influence the dependent variable. Regression analysis is used as a useful tool in 

this study which helps to understand how the dependent variable or price of residential houses 

changes when one of the independent variables varies and allows to mathematically determine 

which of those variables really has an impact. 

We have a breakdown of two major parts of the regression analysis output. The first one is 

Summary Output which is used to tells us how well the calculated linear regression equation fits 

the source data. The second part of the output is Residual Output which shows the variation 

between Predicted Sale price and actual sale price of the observed residential houses. Finally, we 

can conclude as regression analysis are valuable tools for valuer professionals in determining the 

correlation between building characteristics and the transaction price, as well as to predict future 

transaction pricing. 

3.6. Relevance of the Study 

This thesis paper entitled as Variation of residential houses Price in Auction and Private Sales is 

expected to provide important information to stake holders in the market including the investors or 

the real estate developers, the government agencies & regulatory bodies, the real estate marketers 

or the real estate brokers, customers in the real estate market; in different perspectives. It can be 

used as base line information to interested researchers in the real estate area. In addition, it indicates 

possible research areas that deserve close investigation, including real estate finance and 

investment, the market prospects, housing affordability in the market among others and also to 
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examine and show the different selling method and to come out with the factors influencing the 

price of residential houses in private and auction selling.  

The main aim is to examine if a gap on price of asset exists between the two sales mechanisms, 

that is, whether the same asset sells for the same price under the two mechanisms. If such a gap 

exists, we then investigate how it varies with the characteristics of the property and across different 

market conditions. If such a gap exists, to examine which selling mechanism is more effective and 

efficient from angle of asset type and market condition in Addis Ababa. 

The relevance of this study is to examine the reason why price of property is varied under different 

selling method and to pop out the factors influences the price to be varied in private and auction 

selling and evaluate the variation of price in different selling mechanisms. Conclusively, this study 

and its results produce the need for collaboration of all scientific sectors to understand the factors 

enforce the price of the property to be differ under different selling method and helps the 

stakeholders to consider those factors so as to satisfy all needs and include all preferences, in order 

to develop property selling mechanisms in a sustainable way with respect to the appropriate market 

or fair pricing. 
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CHAPTER FOUR – STUDY RESULTS AND DISCUSSIONS 

4.1. Data Set and Market Situations of the Site 

The analysis of collected data examines the variation in selling prices between the auction and 

private-treaty method of sales. Using sales data from three major woredas’ over a three-year period 

(2007-2009), the auction scheme is deployed only for foreclosed properties. Analysis of sales data 

of the two separate schemes indicate that auctions lead to greater selling prices across all woredas 

of the study. Further analysis tells that self-selection (where a particular method of sale is selected 

to maximize the selling price) is evident across the data sets. Then houses sold via auction generally 

command a higher price thus confirming the fact that the auction method of selling provides a 

better price over the private-treaty method of sale. Additionally, in relation to residential housing 

markets, the comparison focuses on prices generated at auctions and private negotiations. Much of 

this work is based on data derived from the bole sub-city administration office and brokers found 

around the study site, and it has produced dependable results. 

This contrasts with markets in major study site, in which negotiation takes place as a viable or 

practical method for selling residential property. While auction provides potential buyers time to 

reconsider, private selling method have an infinite time period, and auctions provide several other 

benefits. The auction process promotes competitive bidding, ultimately removing any price 

barriers, which is particularly beneficial for unusual or desirable properties which are difficult to 

price. A set date of sale also encourages potential buyers to act quickly, possibly reducing the time 

to sell a property. 

The dataset available for analysis in this study is significantly more comprehensive, covering sales 

of properties in three Woredas under Bole sub-city of Addis Ababa city over a three-year period 

(2007-2009 EC)  The study is based on a cross sectional data from one sub-city over relatively 

short time period (32 months). As with all financial markets, real property markets experience 

particular trends through time. The conclusions and analysis are mainly based on the above stated 

samples of data set over short time periods. The primary motivation for this study is to examine the 

impact that the method of sale has on selling prices. 

According to collected data 45 residential houses sold via auction and 310 residentials sold via 

private treaty. In residential property market choosing of method used to sale them depends on the 

condition and characteristics of the property to be sold. Most, if not all of the 45 houses sold via 

auction are foreclosed properties or distressed properties. 
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For financial institutions, selling residential property at auction is transparent process because of 

legal documents are prepared in advance and sale price determination process is transparent or it is 

carried out in an open bid with clear guidelines and legal requirements. In addition to this selling 

residential property at auction is cost effective because most sellers and buyers would prefer a quick 

transaction. Auction sales are more efficient than brokered sales due to the fact that auctions take 

place with a pre specified and agreed upon by all party’s strict schedule or period as opposed to 

private-treaty based sales without any enforcement mechanisms. Depending on the property type, 

most types of property are suitable for auction depending on a realistic agreed upon reserve price. 

But, some types of properties with certain internal and/or external futures and environments are 

more suitable for auction than others. For instance, a property that needs modernization and 

renewal is particularly suitable for an auction as a large number of builders and developers usually 

attend auctions due to which it might attract and achieve a better competition and price thereof than 

sale via private treaty. According to National Auctioneers Association 2009 In an auction contract 

is unconditional and works to specific timeframes. That once the property is sold in the auction 

room, further negotiation from any other buyer is not permissible in addition to the payment 

conclusion date where the seller will receive the full amount his/her property is fixed/agreed upon. 

The open competition of the auction room provides a transparency of sale not available through 

private treaty. The Auction method ensures that, the property is sold to the person willing to pay 

the most on the day. 

Notwithstanding the above advantages, according to the property sales time-series data (See Tables 

below) from Bole sub-city administration office, more residential house transactions were 

concluded through private-treaty sales than the auction method. This is due to the fact that most of 

the sales are motivated by personal reasons of the owners rather than foreclosure like enforcements. 

And where the auction market system still fails to entice and capture these potential clients for 

reasons that may seek further in-depth investigation, existing traditional system of private-treaty 

sales that are predominantly operated or manipulated by brokers or agents command the market 

system in the study areas.  
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Table 1: - Properties sold through Private treaty By Woreda, Year of Sale and Building type (Crosstabulation)  

 

 

Table 2: - Properties sold through Auction By Woreda, Year of Sale and Building type (Crosstabulation) 
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After controlling for several qualitative characteristics of the properties sold (using an Auction 

selling mechanism), we can examine variation of selling prices for residential properties sold at 

auction over the period September 2014 through April 2017. From the data we can observe that 

high number of properties were sold via private but small number of properties with higher and 

more expensive price than that of in private were sold via Auction.  

However, the probability of selling a property is related to the marketing system of the area. When 

we make further analysis, which controls for several factors including the size, land area, year of 

sell, built up area, construction material, outdoor space (playground and parking), types, and 

location of the residential properties; we have to use residence with the same character. To observe 

price variation exactly, presented residential properties sold in auction and private treaty cannot be 

equal or similar. 

Sometimes auction mechanisms impact on the price at which properties are transacted (i.e. the 

auction mechanism may determine the sales price. It is possible that some of the properties are later 

sold through private treaty, suggesting that a portion of private sales are likely to be failed auction 

results that may have been sold at lower prices. The dataset available provides information on 

properties passed in at auction so that any potential influence can be controlled. For example, a 

house seller is happy to match lower prices you find at other dealers but will warn the buyer that 

his house is in high demand, the house going to be supplied may no longer be available for selling 

when the buyer gets back; it is for the sake of price estimation. Whether the demand believe the 

assertion or not, the seller learns something about the value for the house when buyers are willing 

to take that chance.  

Examining if method of sale affects the selling price of units thus overcomes (to some extent) the 

need to control for variations in the attributes of the property. As shown in table 3 and 4 Results of 

the data analysis, we can observe that for property sales auctions lead to greater selling prices 

across studied sub cities examined. In examining the pricing of residential properties, variation of 

brokers valuations relative to auction sale price is observed. To observe the price variation forty-

five (45) residential properties sold in auction is used from transaction data of the three woredas. 

Considered as appraised by three brokers, using as a comparison price of residential sales price 

sold in auction. a valuation is prepared by brokers who know the local market. Here those 45 0f 

residential houses are already sold by auction, estimation of brokers is to obtain the price of those 

houses in considering that if they are sold in negotiation or in broker.   
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TABLE 3: Average Sale price (ETB) of properties sold in Auction in Woredas By Property type 

Property type 
Woreda 11 Woreda 5 Woreda 6 Average price 

G+1 Lux      19,500,000.00       18,333,333.33       18,625,000.00  

2008      19,500,000.00         19,500,000.00  

2009       18,333,333.33       18,333,333.33  

G+1 N        7,500,000.00        6,416,666.67        5,875,000.00        6,777,777.78  

2007        6,250,000.00        6,250,000.00        5,250,000.00        6,000,000.00  

2008        8,750,000.00         6,500,000.00        8,000,000.00  

2009        6,500,000.00         6,500,000.00  

G+2      12,900,000.00        8,550,000.00      11,016,666.67       11,788,888.89  

2007      12,500,000.00         8,775,000.00       10,016,666.67  

2008      12,750,000.00         12,750,000.00  

2009      13,250,000.00        8,550,000.00      15,500,000.00       12,637,500.00  

Villa        4,420,000.00         5,000,000.00        4,553,846.15  

2007        4,012,500.00         4,500,000.00        4,110,000.00  

2008        4,366,666.67          4,366,666.67  

2009        5,016,666.67         5,250,000.00        5,110,000.00  

Old lux      15,850,000.00      16,200,000.00      17,500,000.00       16,685,000.00  

2007      17,050,000.00      15,750,000.00       16,400,000.00  

2008      15,850,000.00       15,000,000.00       15,425,000.00  

2009      15,633,333.33      23,500,000.00       17,600,000.00  

 

Table 4: Brokers estimated average price (ETB) of properties sold in Auction in Woredas 

Row Labels woreda 11 woreda 5 Woreda 6 Grand Total 

G+1 Lux      15,833,333.33  
 

    17,511,111.11      17,091,666.67  

2008      15,833,333.33  
  

    15,833,333.33  

2009 
  

    17,511,111.11      17,511,111.11  

G+1 N        7,054,166.67        5,561,111.11        5,325,000.00        6,172,222.22  

2007        6,091,666.67        5,500,000.00        4,616,666.67        5,575,000.00  

2008        8,016,666.67  
 

      6,033,333.33        7,355,555.56  

2009 
 

      5,591,666.67  
 

      5,591,666.67  

G+2      11,633,333.33        5,416,666.67      10,733,333.33      10,642,592.59  

2007      10,183,333.33  
 

      8,475,000.00        9,044,444.44  

2008      11,508,333.33  
  

    11,508,333.33  

2009      12,483,333.33        5,416,666.67      15,250,000.00      11,408,333.33  

Villa        3,810,000.00  
 

      4,888,888.89        4,058,974.36  

2007        3,358,333.33  
 

      4,250,000.00        3,536,666.67  

2008        3,661,111.11  
  

      3,661,111.11  

2009        4,561,111.11  
 

      5,208,333.33        4,820,000.00  

Old lux      13,666,666.67      15,473,333.33      16,462,500.00      15,688,333.33  

2007 
 

    15,583,333.33      14,916,666.67      15,250,000.00  

2008      13,666,666.67  
 

    14,516,666.67      14,091,666.67  

2009 
 

    15,400,000.00      21,500,000.00      16,925,000.00  
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Results from the above tables indicate that, for residential houses auction sales command higher 

selling price. However, results for residential houses sales in Bole sub city seem to suggest that the 

apparently evident auction premium holds true only in small number of properties traded in sub 

cities where private-treaty mechanism is relatively less dominant. In the sub city under study, 

houses in the same area (or even on the same street) exhibited significant variation in age, style, 

quality etc. Properties with similar characteristics generally shared many attributes. Thus, 

properties characteristics within neighbourhoods are often viewed as close alternatives. Examining 

how the method of sale affects the selling price of residential houses thus overcomes (to some 

extent) the need to control for variations in the characteristics of the property.  

4.2. Sales Method Impact on Property Price 

Selling method has its own impact on price of residential houses. From the data, we can realize 

variation of residential houses prices in auction and private selling method. In private treaty, the 

property would be placed in brokers hands as exclusive agents for the agreed period of time. As an 

exclusive agent, brokers are committed to actively market the property for sale. Under this 

arrangement, the property will be promoted to the market mostly with a predetermined asking 

price. The terms of the final contract can be changed as a consequence of negotiations with the 

buyer. 

As key informants for the study, the selected brokers who were verified to be senior and seasoned 

brokers were asked the following open-ended question and probed further based on their initial 

responses and other probing questions: “Which selling method do you think is more preferable 

and why?” In so doing, effort was made to control bias on the part of the key informants by 

clarifying the academic nature of the study and the need for their frankness. Trustworthiness was 

also taken into consideration in selecting suitable key informants. Results of the 

interview/discussions with these key informants augmented by findings from the literature review 

appear as follows.   

Some broker considered private selling method as suitable if the sellers are not in a hurry to sell. 

This is because of the sellers are prepared to wait until the right buyer comes along. Placing a price 

on seller home guarantees that the amount set will be the maximum price the seller will be likely 

to achieve. People often offer less, rarely more. This often leads to sellers over pricing their home, 

which itself eventually has a negative effect upon the price achieved. As a result of the unlimited 

time frame, there is little urgency placed upon potential purchasers to buy the property. Their own 
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personal needs and the general market conditions are the only two things placing pressure on the 

buyers. In private selling method the price at which property sold is based on the brokers 

information. While homeowners can draw conclusions based on the information that is available, 

there are several influences that affect property pricing, which is why setting a fair market price 

takes more than broker information. “Homes could offer similar features and be situated in the 

same neighborhood, but distinguishing aspects could have one sold at a higher price than others. 

Determining the right asking price can only be done if all the influences are considered and 

weighed. An experienced, professional brokers who market homes in the area serve as valuable 

intermediaries in finding the right price for a listed property. In general, in absence of a modern 

market system like Ethiopia and its cities including Addis Ababa, due to lack of information 

exchange between brokers actively involved in private selling method, price variation may happen 

even for properties with similar features or characteristics. 

Price of the property may or may not fair right. The following considerations were recommended 

based on experience, to result in competitively better prices in private sales: 

• Past sales: Looking back is sometimes a great way to determine what is ahead. Reviewing the 

sales history of an area over the past will provide the broker with insight into what buyers are 

prepared to pay for homes situated there. This is limited to lack of information transparency in 

private selling over the study area. 

• Time homes spent on the market is a key consideration, along with the gap between the initial 

asking price and the eventual selling price. 

• A comparative market analysis (CMA) is the accepted method of accurately determining a 

property’s value. To make comparative market analysis, the broker should be equipped with 

the necessary skill sets. In the case of the study site, the finding of the investigation is that most 

brokers lack this skill, even though they apply a set of agreed upon experience oriented 

valuation mechanisms which are not scientific or cannot be applied by any other person mostly, 

there are price minimums and maximum prices that are shared between brokers (and have their 

own history or origin…) for houses that share few similar features like a L Shape of Old Lux 

or a G + 2 that is built on a certain land area and has certain value attached to it for its location.  

• Information and statistics are gathered from various sources and compiled together to find 

the average price per square meter of property in the area. By determining the square meter 

pricing, the broker can compare. This also needs enough information and knowledge or skill. 

Due to limited and lack of information transparency and skill it is not easy to administer the 

square meter pricing. 
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Once if those above listed factors solved, it is easier to give market price of the property, taking 

into consideration any other factors that might have an affect the properties exact value. These 

factors would include the condition of the property and its size, security features, finishes and 

fixtures, and any other features that could set the house apart from others in the areas. 

In auction selling method the property will be marketed with a reserve price thus eliminating the 

possibility of underselling or the negative impact of it being overpriced. An auction advertising is 

common in Ethiopia, on which business many government and private electronic and print media 

are actively involved. Motivated purchasers like to know that they are dealing with a motivated 

seller. The unconditional contract of sale is mostly controlled by the seller’s terms and conditions. 

An auction date creates a sense of urgency yet still allows purchasers ample time to complete their 

own inquiries and arrange finance. On the actual day of the auction, each potential purchaser can 

clearly see their competition, which builds a competitive, emotive environment, often resulting in 

a premium price. The reserve price is set by professional valuer thus why the auction selling price 

is right and is a better mechanism for enjoying competitively higher market price for the property.  

Table 5: - Auction Selling Average price (ETB) By Year of Sale and Type of Property 

Property type with (Average of Sale price (ETB) 

Sales year G+1 Lux G+1 N G+2 Villa Old lux 

2007 
 

    6,000,000.00      10,016,666.67      4,110,000.00      16,400,000.00  

2008      19,500,000.00      8,000,000.00      12,750,000.00      4,366,666.67      15,425,000.00  

2009      18,333,333.33      6,500,000.00      12,637,500.00      5,110,000.00      17,600,000.00  

Average 

price 
18,625,000.00 6,777,777.78 11,788,888.89 4,553,846.15 16,685,000.00 
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Figure 4: Auction Selling Average price(ETB) By Year of Sale 

and Type of Property
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As observed from above table in auction selling, the maximum average price is: 

 Br 18,625,000.00 for G+1 Lux,  

 Br 6,777,777.78 for G+1 N,  

 Br 11,788,888.89 for G+2,  

 Br 4,553,846.15 for Villa and  

 Br 16,685,000.00 for old luxury.  

The price of old luxury is high not only because of property but the size of land.  

 

Table 6: - Average price (ETB) estimated by Brokers By Year of Sale and Type of Property 

Year   

Of Sale                                                   Property Type 
 

 
G+1 Lux G+1 N G+2 Villa Old lux 

2007 
 

    5,575,000.00        9,044,444.44      3,536,666.67      15,250,000.00  

2008      15,833,333.33      7,355,555.56      11,508,333.33      3,661,111.11      14,091,666.67  

2009      17,511,111.11      5,591,666.67      11,408,333.33      4,820,000.00      16,925,000.00  

Average price      17,091,666.67      6,172,222.22      10,642,592.59      4,058,974.36      15,688,333.33  
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As observed from above table, the estimated average price of residential properties as valued by 

Brokers for different types of houses appears as follows: 

 Br17,091,666.67 for G+1 Lex,  

 Br6,172,222.22 for G+1 N,  

 Br10,642,592.59 for G+2,  

 Br4,058,974.36 for Villa and  

 Br15,688,333.33 for old luxury.  

After controlling for several qualitative characteristics of the properties sold (using an Auction 

selling mechanism), we can easily examine differences between selling prices at auctions and 

private treaty. The following table presents housing transactions in Woreda 5, Woreda 6 and 

Woreda 11 over the period from September 2014 through April 2017. 

Table 7: Property price variation by Sales method and type of property  

Property type G+1 Lex G+1 N G+2 Villa old lex 

Average price in Auction sell 18,625,000.00   6,777,777.78  11,788,888.89  4,553,846.15  16,685,000.00  

Average price estimated  17,091,666.67   6,172,222.22  10,642,592.59  4,058,974.36  15,688,333.33  

Price variation in Birr 1,533,333.33 605,555.56 1,146,296.30 494,871.79 996,666.67 

Price variation in (%) 8.233% 8.934% 9.724% 10.867% 5.973% 

Initial results of analysis indicate that there are a price variation of  

 8.23% on G+1 Lex,  

 8.93% on G+1 N,  

 9.72% on G+2,  

 10.87% on Villa and  

 5.97% on old luxury. 
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However, the probability of selling a property is influenced by the marketing system of the area. 

Further analysis, which controls for several factors including the size, land area, types of property, 

construction materials and location of the property, reveals that properties sold via auction have 

up to an 8.75% price superiority compared to sales via private treaty. 

4.3. Marketing system in relation to property price 

Market system is a place (virtual or physical) that facilitates the matching of buyers and sellers. In 

other words, a market system is any systematic process that enables many market players to bid 

and ask. Lack of Modern property market system, real estate operations, and basic infrastructures 

(and complementary requirements) to the market may impede efficiency and liquidity of the 

market. According to research in the area of property market efficiency, a market is efficient if it 

fulfils the following assumptions (Wiśniewski, 2008): 

• It has an infinite number of participants who appraise the value of property independently in an 

effort to maximize the profit generated by property. 

• A single participant is unable to change property prices; 

• Information that could affect property prices is generated in an uncorrelated manner; 

• Information instantly reaches all market participants; 

• Information is freely available; 

• There are no transaction costs; 

• All investors make instant use of the received information; 

• Every investor has identical expectations as regards the information’s effect on real estate prices 

and the expected return rate; 

• Prices ideally reflect the value of property at any moment; 

• Prices change instantly in response to new information, and they remain stable until new 

information enters the market; 

• Higher than average profits cannot be generated in the long run; 

• Prices change independently. (There is a large number of buyers and sellers); 

• No participants have sufficient ‘market power’ to set the price of a product, buyers and sellers have 

to be dispersed; 

• Product homogeneity (uniformity and full substitution) when products are homogenous, the 

decision to buy a given product will be determined by the price rather than variations in the 

product’s nature and transaction conditions; 

• Perfect information (market transparency) prices and quality of products are assumed to be known 

to all consumers and producers; 
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• Utility and profit maximization – in addition to maximizing their profits, decision-makers also 

attempt to maximize their security or significance; 

• Zero entry or exit barriers – a competitive market is freely available to all participants, owners can 

move their capital to market segments generating higher revenues, the capital market is marked by 

a high degree of liquidity. 

Having these assumptions in perspective or as theoretical frameworks, the study generated 

adequate evidence on the effect of imperfection of property market has on property prices at any 

controlled for bias distinct point in time conclusively according to data collected and examined and 

its further analysis thereof where it is triangulated with other synthesized data from formal and 

informal interviews,. The following factors are identified as contributing to property market 

shortcomings and impediments with direct influence and ultimately impact on price of residential 

houses:  

Large spread between prices quoted or mentioned for similar property:  

The prices on local markets, in particular weakly developed markets may differ even several folds 

due to: 

• Unavailability of information, 

• Specific features of a transaction, 

• Specific features of real estate, 

• Financing method, 

• Subjective evaluation of property serviceable value, 

• Underestimation of prices in property performance. 

Low asset liquidity – real estate is difficult to sell at a price equal to its market value: 

Irregular market equilibrium – on the real property market, supply and demand are usually 

out of balance due to: 

• Market outlook, 

• Fluctuations in return rates, 

• Specificity of the local market, 

• Situation on the construction market, 

Small number of transactions(connections) – real property gross revenue is low if 

communication is limited to small number of transactions. 
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Irrational (Unreasonable) behaviour – buyers’ and sellers’ decisions are influenced by 

factors other than the price, including trends, neighbourhood, tradition and advertising. 

Irrational behaviour may result from: 

 Subjective evaluation of real properties serviceable value, 

 Unequal access to market information, 

 Mutual dependencies between parties, 

 Acting under broker pressure. 

Insufficient information, differences in interpreting data. 

The efficiency of property markets may be impossible or difficult to maintain due to the specific 

nature of the studied object, i.e. the specificity of property. The distribution of residences prices 

shows an absence of linearity and the presence of outlying (far-off) observations that distort the 

classical equilibrium and affect the stability of the residential houses market. If those assumptions 

are not met, the above leads to the formulation of incorrect conclusions, such as the overestimated 

value of coefficient. Inefficiency of a market where prices do not follow random walks is when 

information reaches the market irregularly.  

The efficiency of the property market can be defined as the individual participant’s ability to 

achieve the set goals within the structures of the real property market system. Efficiency 

evaluates the manner in which market participants follow their goals. Efficiency is the result of 

initiated actions, and it is described by the correlation between the achieved effects and the borne 

outlays. It is an indication of the optimal results achieved in production, distribution, sales and 

promotion.  

4.4. Setting Selling Price by Sellers 

Property price reflects both the costs of production and provision as well as the willingness to pay 

for holding this ownership in expectation of the benefit that can be derived from it. According to 

the International Valuation Standards Council (IVSC), market value is defined as “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.” Market 

participants are thus expected to be well informed and to act in what they consider to be their 

best interests. If real property was just such a private property, prices should be determined with 

broker intervention on the simple basis of an ‘invisible matching’ of buyer side preferences and 

seller side costs. However, far from being a result of direct negotiations between the demand and 
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supply side pricing in the auction market is regularly based on professional valuation. It makes 

beneficial for buyers and/or sellers to involve the valuer as an additional third-party actor in the 

transaction even if this means paying a significant fee. Within distinct organizational structures; 

for a fee, the valuer provides the service of determining the price of the property. 

4.4.1. Setting Selling Price in Private Treaty sales  

In most case the market data in reality simply used to estimate the price range for previous buyers 

for a related type of home in private selling method. But there are many factors that can cause 

significant price variation among sellers of like properties: among these factors; simple fact that 

two people can look at the same data and come up with different conclusions is one source of 

variation. In negotiation selling the sellers (Brokers) look at market data and interpret it in their 

favor. Human nature and subjectivity cause to typically over-estimate in their own favor so these 

different interpretations using the same data can sometimes be quite far apart. On the other hand, 

no two homes share the exact same dimensions, features, upgrades, landscaping, decorating and 

other features. Each home has unique physical characteristics just Like roofing system, finishing 

materials and others. In this case brokers use their own estimation for the uniqueness of the property 

and there is no one standard formulas and methodologies used. So, price determinations for a 

property also vary due to different methodologies used to adjust for differences in physical 

characteristics. 

The other most critical point is the perspective of the broker to estimate the price of the property. 

they are focusing on to value not just price. Value is defined as "benefits versus price". The value 

of a home is therefore greater when the benefits (real and perceived) are high relative to the price 

and lower when the benefits don't appear to be equal to the price. Benefits are based on both the 

data or logic ("Look how big the kitchen is!") and the emotions and feelings ("you can entertain 

the whole family in the backyard!"). The saying "buyers buy based on emotion and justify based 

on logic" while the logic used by broker is to justify the properties uniqueness and opportunities of 

the properties due to location. So, the value of the properties most certainly be different for different 

buyers, and also different from the brokers valuation. 

4.4.1.1. Role of brokers in property market pricing 

In private selling method, the market value is not negotiated simply between the seller and potential 

buyer but based on an assessment performed by a middleman, known as a broker. The role of a 

broker in private selling method is to serve as a middleman counteracting information doubts on 

product quality of property and price information in market. This is due to their ability to diminish 
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transaction frictions by lowering search costs or by increasing purchasers’ confidence about the 

quality of goods in addition to estimating or pricing the value of the property to be sold.  

Each individual buyer's and seller's situation yield a unique set of needs and desires for each party 

for both clients is heavily influenced by their own agent's negotiation skills as well as the other 

brokers negotiation skills. A negotiation is all about trying to satisfy each party's needs. The buyer 

and seller both establish goals and objectives they want to achieve. The actual negotiating with the 

other party (persuading one side to accept the other side's position) is almost always done 

exclusively by the brokers even if some times it becomes necessary to put the buyer and seller face-

to-face. A well-experienced negotiator will have a carefully developed plan that will increase the 

odds of success. Knowing how to both create value and claim value is the true art of negotiation. 

Mostly beginner negotiators simply try to claim the biggest piece of a smaller pie and normally 

leave money on the table. Two of the best ways to provide value to clients is through market 

analysis and good experience in negotiation skills. 

As discussed above a given differences in data interpretation. different methodologies to adjust for 

physical uniqueness and different perspectives among people creates price variation of the 

properties. Generally, the role of brokers is to put the fair and market based price of the property 

to bring buyers and sellers ever reach an agreement. This can be done through the use of negotiation 

skills and not the client's negotiation skills, but the brokers negotiation skills.   

4.4.2. Setting Selling Price in Auction sales  

There are many ways to sell real property to people whose values you don’t know. Auctions are 

one way, which is mostly used for properties whose value is not easy to determine and complex in 

Ethiopia. If a consumer buys a house, the seller company will often engage in a complicated 

negotiation process that typically involves auction like tricks designed to sort the low and high 

value buyers. For example, for a house that is difficult to estimate the value of, a house seller 

company is happy to match lower prices you find at other dealers, but will warn the buyer that the 

house is in high demand, the house you want may no longer be available for selling when you get 

back it is for the sake of price estimation. Whether you believe the assertion or not, the seller learns 

something about the market value for the house when the buyers are willing to take that chance. In 

this case, auction is used if the property is unique and difficult for predictable estate agent to put a 

definitive price on. In this circumstance, an auction will determine the market price for the seller, 

as bidder will pay the price they feel it is worth. In Auction the reserve price is set by professional 

valuers.  
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The mechanisms by which reserve price set is different, which is mainly based on the working 

system of the company. In case of Banks, property sold by Auction is foreclosure properties. In 

this case, first a body (owner of the property) who needs to borrow money from Bank comes with 

all necessary documents like title certificates, construction permits, approved plans, specification 

and bill of quantities prepared by qualified professional and other relevant documents of the 

building or property to be valued which gives more information about property including location 

and others. After all processes of checking documents completes, based on land and title/ownership 

information, data collection of site physical survey of properties begins to confirm that the 

ownership information, plot orientation and dimensions indicated on the title correspond with the 

physical property and take owners address carryout measurement of actual plot, to determine 

dimensions and plot area and take note of any violations. Also information on improvements on 

the site and neighborhood information are collected. 

Based on data collection of site physical survey of properties, CBO has the following steps. 

 

Figure 7:  Basic steps followed in CBO 

This is not to set reserve price, but it is a step to value property for the owner of the property to 

lend money. If the borrower cannot pay back money that the bank lent, the auction mechanism is 

chosen to sell the foreclosed property. To sell such properties in Auction, setting reserve price is 

mandatory. Then the reserve price is not the exact value of the property borrower take but the 

Auction department of the bank set reserve price for Auction based on the value estimated before 

or at a time of mortgaging property. Here estimated value of the property is used as a reference 

point.  

4.4.3. Role of valuers in property market pricing  

Valuers are regularly organized in professional organizations. Under professional, statutory, 

international, national or local laws or regulations a vauler is usually required to develop his 

appraisal reports subject to the principles, guiding norms of good practice and appraisal methods 

codified in international standards (IVSC 2013) and regional standards (see for example Rudolph 

1998). Despite ongoing debates over the differences between nationally recommended methods, 

they can be expected to lead to comparable results (Schnaidt and Sebastian 2012). Hence, a valuer 

is not to be seen merely as an individual professional expert but rather as an actor operating in a 
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regulated environment (see Ramsey 2004). In case of Ethiopia the valuer in Auction selling can be 

regularly organized professional organizations and also the valuer is a professional in seller 

company which is a single department with valuation actor operating in a regulated environment. 

The valuer is supposed to take an objective and neutral stance when conducting a valuation in order 

to determine a fair market value. For agents, behavior guided by self-interest is well documented 

(Levitt and Syverson 2008, Hackett 1993). 

An intermediating valuer who provides an expert assessment on a property’s price is clearly in a 

different position. His role might be best described by objectively assessing the various market 

risks and uncertainties involved. Valuers should not give their subjective opinion on value and 

neither should they exploit market opportunities for the benefit of their company. Instead they 

provide a well-founded expert assessment of fair market value. 

In the valuation methods used by many of the Banks, the depreciated (un-depreciated) replacement 

cost of development on the premises to be held as collateral are calculated and multiplied with 

some kind of appreciation factor or some sort of location value is added to determine the estimated 

value of the property. For the developments under construction requesting project finance, most of 

the Banks employ an engineering cost estimation using the specification and bill of quantity 

method. Such methodologies are grossly employed without consideration of the type of property 

to be valued. The property market data used in the valuation are observed to have not been kept up 

to date due to lack of required personnel or other capacity related problem. In underdeveloped 

markets, one such as our country Ethiopia where reliable and compiled transactional market data 

are almost unavailable, application of all three valuation methodologies (cost, income and direct 

comparison) is understandably very difficult. However, value estimation should be based on 

selection of one or more of the three valuation methodologies that will best suit the type of property 

under consideration. The valuation reports produced by such procedure also lack the basic analysis 

and disclosure of the risk associated with the property. (Ethiopian Bankers Association, Real 

property valuation manual, Tekeba Birhane, 2014) Even if they didn’t gave the inner formula they 

use in valuation, CBO, (Cooperative bank of Oromia) answers as they use cost approach in 

valuation of property which enables them to establish an initial outline of the economic role of 

valuers as an ‘institution’ that reduces uncertainties and market risks in a structured process of 

valuation and establish the quality of land, based on this expertise, the valuer  is assessing the 

potential benefits (based on the best usability) and, accordingly, the value of the property to be sold 

in Auction. Generally, valuers are experts who provides a valuation report which shows the reserve 

price of the property, it also reduces the risks and uncertainties in the complex realty market. 
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4.5. Property Type Relation to Selling Method 

The mechanism of sales may also be influenced by the characteristics of the property being sold. 

Based on data from bole sub-city, all residential houses sold in auction are foreclosed property 

(Property under control of Financial institution such as a bank or insurance because a borrower 

have not paid back money that they borrowed to buy It.). those residential houses sold through 

auction obtain the highest sales price, although auction sales also exhibit larger variation in prices. 

This is because of companies’ property trade is highly regularized in auction sell and such 

properties cannot be sold in private due to the property is under control of bank or lender.  

As observed from table1 and 2 which is extracted from data attached as appendix, among total 355 

residential houses sold in study Woredas, about 310 properties are sold in private which is around 

88.7% of the residential properties and only 46 of residences are sold in auction which is around 

11.3%. This shows that private or negotiation selling method is used dominantly. As discussed 

above in private selling method the market is totally handled by local broker, which means the 

marketing system is broker leading. In such market we have observed that the selling price of the 

property is also estimated by brokers and they also serve to enforce informal market rules. Having 

this due to limited and lack of transparency of information among brokers, those properties sold 

via the same set of brokers shows the same price, which exhibits variation of price while compared 

with others. This is because of the price at which property sold is not information based, which 

results great variation of price over properties with the same character. On the other side we can 

observe that the variation of price is seen on the properties with similar character and location. In 

this context, small shifts in information lead to significant price changes and variation. Having this 

we can conclude that prices of property under specific market which sold through the same set of 

brokers are identical which means properties that pass through a different agent can have different 

price of selling. In such condition it takes longer time for sellers to find buyers and make difficult 

to ascertain a fair price for some residential   properties. Generally, this shows that spatial 

differentiation and imperfect information can lead to a housing market with price dispersion may 

have a large effect on the sales price. 

Residential property sold at auction shows higher price than that of private negotiation. This can 

be observed easily from price at which residences sold in auction and average price which is 

estimated by brokers on the year of sales. Buyers needs minimum price at which they can buy 

properties. But in some case even if the price of residence in auction selling is higher, individual 

investors prefer Auction. Individuals who own their houses by winning bid are believed to pass 
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through auction method and they can share their experience. Three of such buyers are sampled 

respondents.  

From interviews for individuals, here are the reasons why they prefer auction to buy their home. 

They consider that: - 

1. Auctions ensure that the property will sell at true market pricing. 

As all sellers want to achieve the best possible price for their properties, and all buyers want to feel 

like they’re paying a fair price. But the basic thing is to know who decides what’s fair? 

An auction is the best and most efficient way to ensure that a property will sell at true market 

pricing. Buyers who participate in the auction have done their detailed examination of company 

and its financial records done before becoming involved in business arrangement with it and they 

know what they’re willing to pay. They’re bidding in a competitive environment, and the buyers 

are the ones who determine the value of the property. 

After each bid is placed, other bidders have a chance to determine if they want to continue 

participating.  Technically an auction can continue indefinitely if bidders keep bidding.  Once the 

clock expires, the winning bid reflects the highest and best price that the market will allow.  As 

part of the auction process, sellers are able to set a reserve price, which is the minimum amount 

they’re willing to accept for their properties. Properties will sell at or above the reserve price. 

Here we can see that investors consider It is the buyer’s true “best and final” offer. 

2.   In an auction, the possibility of a transaction closing is nearly 100% due to the 

higher-quality buyers  

Many times, we have heard about a property falling out of contract or heard of sellers who haven’t 

been able to close a deal once they’ve put it under contract in private negotiation. Due to such case 

happens many times, and it’s frustrating for sellers because it wastes time and money.  

In Auction selling the control of the property is in the hands of the owner until it is time to trade, 

versus allowing the property to be controlled by a third party at the Seller’s potential detriment.  In 

addition, auctioneer pre-qualifies its bidders to make sure they can close the deal if they win the 

property. Bidders must provide a deposit and their funds are verified. If the winning bidder does 

not close the deal, his deposit is forfeited to the seller. 

http://nreionline.com/deals?intlink=incontent
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Here We know that if they’re bidding, they’re committed buyers. They want to transact, and they 

have the money.” And on the rare occasion when a bidder is unable to close the deal, auctioneer 

has back-up buyers in place to enhances an extra layer of certainty of closing.   

3.   Transparency encourages buyer participation. 

When it comes to buying and selling properties, transparency is best. It’s difficult to make 

decisions, either as a seller or a buyer, without having a complete picture. Because of the way 

they’re set up, auctions are characteristically transparent. The qualified buyer with the highest bid 

wins the property. There’s no negotiation, no back and forth, and no partiality. 

Here we can understand this is dramatically different than the private negotiation marketing 

process. In many cases, buyers with highest offer lose out to “preferred” buyers. Buyers who are 

not any more qualified from a financial standpoint, but simply a known entity. 

4.   Auctions work best for both stabilized(steadied) and opportunistic properties in 

desirable(needed) markets 

Many people mistakenly believe that only distressed properties (in poor physical condition) are 

sold at auctions. But properties across the range, from trophy assets to bank-owned assets, trade at 

auctions. Although auctions are still a popular way for banks and other lenders to dispose of 

distressed properties. In fact, the properties that achieve the highest price over reserve are the 

properties that people want most. 

While we see in private negotiation price property is based on the brokers performance and 

information transparency in addition to properties characteristics.  

5. Auctions are effective ways to close properties transactions 

Every seller wants their property to be traded quickly, efficiently, and for a good price. A lot of 

things have to come together to make that happen, and auctions are one of the most effective ways 

to close properties transactions. A successful sale requires a qualified pool of buyers, and auctions 

attract buyers far and wide. While traditional marketing processes tend to have a limited scope, 

auctions give sellers access to more buyers, particularly international buyers and wealthy 

individuals. The physical inspections and other legal documents are stored in the company’s fully-

secure and all bidders have access to it. Additionally, auction modernizes the buying-and-selling 

process. It drastically reduces the amount of time required to market and close a deal, which in turn 

reduces market risk.  
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Here: sometimes properties sold in private negotiation is full of hassle. This is due to shortage of 

properties legal document. This makes private marketing system time consuming. On the other 

hand, seller of property or broker do not be around after selling. This makes most buyer under 

suspicion.  

In consideration of the above reasons three individual respondents conclude as the prefer Auction 

and they pay higher price than market price. They win by paying higher price than market price 

due to some factors. 

Those factors include: - 

 Indoor Space: number of rooms and average size of the rooms of the object, i.e. the living 

area divided by the number of rooms; 

 Outdoor space: the space with it for parking, outdoor spaces, playground, greenery, and 

free space  

 Neighbourhoods character: location of the properties in relation to comfort to the purpose 

it needed. This may include sound disturbance, neighbourhood houses quality and standard, 

infrastructures quality and standard.  

 Location: the distance from main street and all objects in the sample to the city centre 

including accessibility.  

 Quality: the construction material quality and also construction quality in relation to 

aesthetic. 

 Bidder: number of bidders and their capacity which maximizes the demand of the 

properties.  

The other thing to be considered is the relationship between time on market and selling price. 

These two variables have been interchangeably used as explanatory variables. Usually, when time 

on market is included in a selling price estimation model, this variable tends to be statistically 

significant and negatively correlated to price. In other words, a longer time taken to sell a house 

means a lower selling price. The opposite relationship between price and time on market is not that 

straightforward: for some special properties like luxury and properties characterized with high 

quality construction material shows that a high selling price leads to a longer selling time, while 

others show exactly the opposite. Sometimes properties with high quality construction material 

takes longer time on market. This is due to high reserve price and absence of bidder with its reserve 

price.   
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Financial institutions perspective  

Financial institutions mostly use auction to sell properties. Auction theory suggests that a higher 

reserve price should increase the selling price but decrease the probability of sale (McAfee and 

Vincent, 1992). According to this study auction is mostly used by financial institutions. Having 

this we have to identify why financial institutions choose Auction is concluded as follows.  

Distress properties have a higher chance of being sold, as indicated by the highly significant and 

positive coefficient. This is expected as the sellers of defaulted properties typically banks and 

financial institutions have a higher incentive to attempt to recoup their investments. The flipside 

are properties put up for auction by owners. Owner-sellers appear to be less worried to sell, with 

some only testing the market. 

Auctions are often announced well in advance through the press and interested parties are invited 

to inspect the properties. The auction mechanism has gained acceptance as an effective method of 

setting properties.  

An important issue explored by auction theorists is revenue generation resulting from properties 

bought by high price. According to this theory bid winner buy properties with higher price by 

considering the income it generates or obtained for future through long period of time. if the seller 

has information about the object that would materially increase the bidder’s valuation, then 

revealing such information is beneficial to the seller in that bidders will offer higher bids, resulting 

in a higher selling price, allowing the seller to extract the bidder’s surplus (Milgrom, 1989, as 

cited in Azazu, 2006). 

Finally, if the argument of the buyer’s ability to extract profit is valid, then auctions should lead to 

higher transaction prices relative to private negotiation in “healthy” markets. This apparently, 

explains why the auction mechanism is presently gaining popularity as a ‘normal’ way of trading 

property.  

4.6. Hedonic Pricing Model 

The standard approach of measuring the effect of a certain attribute on property price is to model 

price by a hedonic equation, where attribute of interest is one of the explanatory variables. 

Consider housing to be a bundle of individual characteristics and assume that consumers derive 

utility from them, and that the value of these utilities can be priced. The authors price individual 

attributes of houses by using multiple regression analysis on a pooled sample of many dwellings. 
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Nevertheless, a problem may arise by using this model, as the derived values tend to be not the 

same for all price ranges of houses. For this reason, the hedonic model is usually estimated in a 

semi-log form, with the natural log of price used as the dependent variable. In this form, coefficient 

estimates represent the percentage change in price for a one-unit change in the given variable.  

Buildings can be compared to a bundle of goods sold in a market, where each of the building 

characteristics combined equate to the expected overall transaction value. Hedonic pricing models 

can be useful to determine the intrinsic value of each attribute or characteristic, as well as to predict 

transaction prices. This can be particularly useful when traditional discounted cash flow models 

fall short because of the absence of open and transparent market, when no comparable buildings 

exist, and for non-income generating buildings. (Matt Monson is a 2009). 

As discussed above Hedonic pricing models can be useful to determine the intrinsic value of each 

attribute or characteristic, as well as to predict transaction prices. Intrinsic Value is the actual 

value of a company or an asset based on an underlying perception of its true value including all 

aspects of the business, in terms of both tangible and intangible factors. This value may or may 

not be the same as the current market value. Value investors use a variety of analytical 

techniques in order to estimate the intrinsic value of securities in hopes of finding investments 

where the true value of the investment exceeds its current market value. 

The underlying goal when generating a hedonic pricing model is to create an accurate predictive 

model. Unlike commercial space, the value of individual features within a building cannot be 

directly observed (e.g. the value of a building’s atrium relative to the overall value of the building). 

Hedonic pricing models, however, can be used to measure the influencing effect of these 

characteristics on the overall transaction price. These models are developed by using the 

coefficients generated from a regression analysis. This relationship can be described as “market 

price is a function of each tangible & intangible building characteristic and other outside 

influencing factors.”  

On the other hand, the hedonic model involves regressing observed asking-prices for the house 

against those attributes of a house hypothesized to be determinants of the asking-price. Attributes 

hypothesized to contribute to the price of a house include land size (in square meters), house age 

(in years), number of bedrooms, number of bathrooms, number of toilets, and number of garages, 

binary variables representing the type of house (luxury, normal, with garden, or without garden) 

and amenities around the residential areas (such public facilities). In addition, the geographical 

location of the house also plays an important factor in influencing the house price.  
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This is illustrated in the following equation: 

Market Price = f (tangible & building characteristics, other influencing factors) or 

Indirectly, the model for the hedonic price function is specified as:  

Price = f (land, age, type, bedrooms, bathrooms, garages, amenities,) 

Variables in the model are defined as:  

PRICE = Price of house  

LAND (+) = Land size (in square meters)  

AGE (-) = Age of the house (in years)  

TYPE (+) = Type of house; 1 if the house has a garden, 0 otherwise  

BEDROOMS (+) = Number of bedrooms  

BATHROOMS (+) = Number of bathrooms  

GARAGES (+) = Number of garages  

AMENITIES (+) = Amenities around the house or public facilities (i.e. bus stop, school, public 

park and so on). 

A priori hypotheses are indicated by (+) and (-) in the above specification. Based on the above 

sales data of sub-city, it is hypothesized that most of the variables have a positive relationship with 

the house price, except age of the house. For example, a house with luxury facility is more 

expensive than a house with common facility. A small house should cheaper than a large house. A 

house that has multiple bedrooms, bathrooms and garages is expected to have a higher price than 

a house that has a smaller number of bedrooms, bathrooms, toilets, and garages. Conversely, the 

age of a house would have a negative relationship with house price since an old house commands 

a lower price compared to a newly built house. 

Hedonic models can also be instrumental in answering the following questions: 

 How should Property be valued in the absence of a market? 

 How should one account for an asset’s value in non-revenue generating circumstances? 

Answers to these questions can be determined by collecting data on buildings that have known 

transaction prices and are similar in nature to the subject building being analysed. A regression 

analysis can then be calculated to determine the correlation for each of the characteristics measured 

against the transaction price. Those correlation measurements are then used to create a hedonic 

pricing model which will help to determine the expected price of the subject property. Additional 

guidance is given below in the Structuring an Analysis section. 
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4.6.1. Structuring an Analysis 

First, we must determine what characteristics are important to be included in analysing, based on 

the function of building. To residential house, characteristics to analyse may include geographic 

location, size of the buildings, and typical parking ratios. Other characteristics which can be 

analysed are listed in the following section, Elements to Consider, with a brief definition as to their 

usefulness. Then we have to determine which characteristics can be measured or quantified. Of 

those that can be quantified through the collection of data. Most of these databases include tools to 

search for properties by property type, land size, specific geographic regions, and sales year. Those 

historical data are gathered from Bole sub-city administration office, which can be used to calculate 

a multiple regression analysis.  

A regression model showing the housing price by using explanatory or independent variable (X) 

based on consumers’ preference criteria, such as travel time from the nearest train/bus station; 

distance from CBD, number of bed rooms and age of the house is projected (Shimizu 2007). It is 

a well-liked method used for modelling house price, where property is assessed based on its 

different attributes. Implicit Property price is possibly estimated from such models according to 

the inherent attributes. Hedonic pricing is used to evaluate the price of a real estate by different 

characteristics such as number of bed rooms, plot area, number of bath rooms and age of the house, 

access to public transport, view and so on. It was widely used in housing studies for investigating 

problems such as racial discrimination, neighbourhood change and accessibility to work (So 1997). 

In Hedonic pricing model the most widely used methods to explain and forecast property 

performance is Multiple Regression Analysis (Chaplin, 1998). 

Multiple regression analysis is based on the correlation analysis. Generally, correlation and 

regression can be used to conduct multivariate analysis on fairly small samples. Steven (1992) 

points out that the strength of the multiple regression analysis lies primarily in its use as a means 

of establishing the relative importance of independent variable on the dependent variable 

(Dependent variable is the phenomenon to be explained and independent variables are factors used 

to explain dependent variable). Assuming a linear relationship, the model for the regression 

analysis may take in the following form: 

Y = a + bx Simple regression analysis)                                      (Thompson and Tsolacos, 2000). 

Y =a + b1x1 + b2x2 + b3x3 +...bnxn (Multiple Regression Analysis)  
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Where: -  

x is an independent variable. 

y is a dependent variable. 

a is the Y-intercept, which is the expected mean value of y when all x variables are equal to 0. On a 

regression graph, it's the point where the line crosses the Y axis. 

b is the slope of a regression line, which is the rate of change for y as x 

ε is the random error term, which is the difference between the actual value of a dependent variable and its 

predicted value. 

Multiple regression analysis is used as a fundamental model to explain changes in independent 

variables to explain changes in dependent variables as well as to assess the relative importance of 

each independent variable. Each regression coefficient estimates the amount of change that occurs 

in the dependent variable for a unit change in the independent variables in the equation. Cohen and 

Cohen (1983). 

Elements to Consider 

The following is a list of typical building/asset characteristics which may be considered when 

developing a regression analysis. Notes have been included to support a regression analysis. 

• Total Land area: total number of square meters considered in the transaction. This variable 

should be squared when running the regression to account for the non-linear relationship 

between size of the building and price. I.e. increasing the size of the building won’t continue 

to increase the price indefinitely, but rather will have a diminishing effect at some point on 

price. Squaring the data will help correct for this effect. 

• Number of bed rooms  

• Number of bath rooms and 

• Building type and facility  

• Built up area 

• Total area of building (total area of rooms or indoor spaces) 

• Parking (garage) 

• Building grade 

 

 

 



 

56 
 

Case Study 

Three cases have been provided below; which are used to show the usefulness of regression 

analysis in explaining the correlation of building characteristics with transaction price, and to 

observe how hedonic modelling is used to predict future transaction prices. In statistical modelling, 

regression analysis is used to estimate the relationships between two or more variables. In 

regression analysis we have two variables. Those are dependent and independent variables. 

Dependent variable is the main factor we are trying to understand and predict. For this study 

dependent variable is price of the residential house. Independent variables are the factors that might 

influence the dependent variable, such as number of bed room, number of baths, land size and 

others. Regression analysis helps to understand how the dependent variable changes when one of 

the independent variables varies and allows to mathematically determine which of those variables 

really has an impact. 

Interpret regression analysis output 

As stated above regression analysis is a statistical approach of modelling the relationship between 

one or more independent variables, or characteristics of a house or neighbourhood, and a dependent 

variable, such as the value or selling price of the house. Running regression in Excel is easy because 

all calculations are preformed automatically. Below we have a breakdown of 2 major parts of the 

regression analysis output. 

1. Summary Output 

This part tells us how well the calculated linear regression equation fits the source data. Here's what 

each piece of information means: 

Table 8: Regression Statistics 

MULTIPLE R 0.946716 

R SQUARE 0.896271 

ADJUSTED R SQUARE 0.876646 

STANDARD ERROR 2019604 

OBSERVATIONS 45 

 

According to the above table regression analysis is based on the correlation coefficient. In 

calculating regression analysis, the basic output to be analysed is Multiple R. It is the Correlation 

Coefficient that measures the strength of a linear relationship between dependent and independent 

variables. The correlation coefficient can be any value between -1 and 1, and its absolute value 

indicates the relationship strength. The larger the absolute value, the stronger the relationship. 

Correlation coefficient is 1 means a strong positive relationship between dependent and 
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independent variables, Correlation coefficient is -1 means a strong negative relationship and 0 

Correlation coefficient means no relationship at all.  

According to the above table we have Multiple R of 0.946 which shows that for every positive 

increase in one independent variable there is positive increase of fixed proportion to dependent 

variable. On the above table there is no figure shows the strength of each independent variables on 

dependent variable(price). But correlation coefficient answers how strong the linear relationship 

is. The table below shows the correlation coefficient of each independent variables. Which shows 

their significance and impact on price of residential house.  

Independent 

variables 

Land(pilot 

area) 

Built up 

area 
Total area 

of space 

Parking 
Play ground or 

outdoor space 

Number of 

beds 

Number of 

bath 

Correlation 

coefficient 
0.83 0.84 0.90 0.90 0.82 0.61 0.77 

Table 9: Correlation Coefficient 

According to the above table total area of space, number of parking and built up area have high 

correlation coefficient. Therefore, they have strong relation ship with dependent variables or price 

of residential houses.   

On the other hand, we can also observe R Square, which is the Coefficient of Determination, which 

is used as an indicator of the goodness of fit. It shows how many points fall on the regression line. 

The R2 value is calculated from the total sum of squares, more precisely, it is the sum of the squared 

deviations of the original data from the mean. 

In our example, R2 is 0.896 (rounded to 3 digits), which is a very good fit. It means that 90% of 

our values fit the regression analysis model. In other words, 90% of the dependent variables (y-

values) are explained by the independent variables (x-values). 

Adjusted R Square: - It is the R square adjusted for the number of independent variables in the 

model. You will want to use this value instead of R square for multiple regression analysis. 

Standard Error: - It shows the precision of the regression analysis. The smaller the number, the 

more certain you can be about regression equation. 

Observations: - It is simply the number of observations in the model. 

2. Residual Output 

Residual output shows the variation between Predicted Sale price (ETB) and actual sale price of 

the observed property. 
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Why's the difference? Because independent variables are never perfect predictors of the dependent 

variables. And the residuals can help you understand how far away the actual values are from the 

predicted values: 

Three properties were then inserted into the hedonic model created from the regression results. The 

output, listed as Predicted Price within each figure below, is then compared to the actual transaction 

price.  

1. For G+1 residential unit in Woreda 5, the actual transaction price as recorded in 2009 E.C 

was ETB6,550,000.00, which has ETB9,984.71 difference with predictable sale price. 

2. For G+1 residential unit in Woreda 11, the actual transaction price as recorded in 2007 E.C 

was ETB6,550,000.00, which has ETB2,490.49 difference with predictable sale price. 

3. For G+1 residential unit in Woreda 06, the actual transaction price as recorded in 2009 E.C 

was ETB6,800,000.00, which has ETB2,528.53difference with predictable sale price. 

 

Observation Predicted Sale price (ETB) Residuals 

G+1           5,990,015.29           9,984.71  

G+1          6,552,490.49         (2,490.49) 

G+1          6,502,528.53         (2,528.53) 

Table 10: Residual and Predicted sales price of Sample Properties 

Finally, we can conclude as regression analysis and hedonic modelling are valuable tools for valuer 

professionals in determining the correlation between building characteristics and the transaction 

price, as well as to predict future transaction pricing. Using these techniques can facilitate building 

valuation when traditional discounted cash flow models cannot be populated, which can often be 

the case if an asset is located in a remote location and/ or its structure is unique to other building 

assets. The results from such a study can also produce answers to development decisions such as 

what building attributes to include in an effort to generate the highest value on a parcel of land. 

in an effort to generate the highest value on a parcel of land. 
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CHAPTER FIVE – CONCLUSION 

Generally, price is the basic element that determine both buyers and sellers whether or not 

they want to trade any property. In market systems, prices are discoverable; both buyers 

and sellers are capable of finding out the current price at which a transaction could occur. 

This can be done by using transactions data of the current market. Publishing current prices 

is a key component with a market system. Market system is a systematic process enabling 

buyers and sellers to interact and make deals. Selling and buying property is a complex and 

sometimes stressful operation. This is why modern and transparent marketing system is 

recommended, which leads both buyers and sellers the main steps they need to follow 

before, during and after the sale of their property. 

As observed from this study, the marketing system is dominated by broker. Which is broker 

leading marketing system. Under such marketing system initiation of consumer interest or 

enquiry in to property fall under the control of promoting by broker. while auction is used 

by some financial institutions.  In auction selling initiation of consumer interest or enquiry 

in to residential property is through multimedia’s and newspapers. The other marketing 

system used by real estate developer is direct negotiation, which is direct deal of buyer and 

the developer without any intermediate agent or Broker.  Real Estate Companies have their 

own sales man which promote the properties being sold by real estate developer.  

In property market, the critical difference between auctions and private sales lies in the 

timing and comparison of the offers. In private (negotiated) sales, buyers go through a 

search process to find the “right” property, while sellers go through a search process to find 

the buyer who is willing to pay at least the seller’s reservation price. The auction, by 

contrast, acts as a centralized marketplace for the seller to ask offers at one time, and allows 

the seller to compare all the offers available at that time. If at least one bid meets the 

reservation price, the sale can proceed immediately.  

The analysis of collected data re-examines the variation in selling prices between the 

auction and private method of sales. Examining how the method of sale affects the selling 

price of units thus overcomes the need to control for variations in the attributes of the 

residential property. Results of the data analysis indicate that for residential property sales, 

auctions lead to greater selling prices than that of private. From the Initial results of the data 
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we can observe that high number of properties were sold via private but small number of 

properties with higher and more expensive price than that of in private were sold via 

Auction. However, the probability of selling a property is related to the marketing system 

of the area. Further analysis, which controls for several factors including the size, land area, 

types of property, and location of the property, reveals that properties sold via auction have 

up to an 8.75% price superior compared to sales via private treaty. 

Finally, Due to property marketing system over the study site is broker leading, the Brokers 

also serve to enforce informal market rules. Having this due to limited and lack of 

transparency of information in private selling, all of the properties in a particular market 

are enforced to pass through the same set of agents. Therefore, the selling price of the 

properties are under control of agents in marketing system. Therefore, the price at which 

property sold is not information based, which results great variation of price over properties 

with the same character. In this framework, small shifts in information lead to significant 

price changes and variation. Mostly Prices of property under specific market which sold 

through the same set of agents are identical. which means properties pass through a different 

agent can have different price of selling which results the illiquidity of the market. If the 

market is Illiquid, it takes longer time for sellers to find buyers and make difficult to 

ascertain a fair price of the property. Generally, this shows that spatial differentiation and 

imperfect information can lead to a housing market with price dispersion may have a large 

effect on the sales price and time to sale. On the other hand, factor which result residential 

price variation is the way to make comparative market analysis, which enforce broker 

should be skilled person. In case of this study what observed is most brokers are not, but 

they use their experience through time they don’t have technique to value features of the 

residence. 

 

 

 

 

 

 



 

61 
 

CHAPTER SIX –RECOMMENDATION 

While we see both auction and private selling method, an auction is an efficient way of selling 

property. even if private selling method is used widely, auction results highest price of selling. 

Auction is efficient if property sold in auction is prepared properly with intensive marketing, 

advertising and posting. This will result in the greatest possible exposure of the lots offered. To 

maximize the effectiveness of the marketing, considerable thought must be given to the guide price, 

which needs to be personalized to generate competitive bidding in the auction room, thus ensuring 

that the best price is being achieved. 

Although some properties are more suitable for sale by private treaty. The property might bring 

more in private sale than in auction wherein there is only one highly motivated buyer. But this can 

occur in rare case. Taking this route does present uncertainties over terms such as sale price and 

timing of exchange and completion. Selling by auction however, offers a high degree of certainty 

that a sale will be achieved on a given day and, significantly, as time of auction ends an immediate 

binding contract is formed. As no further negotiation is permitted. 

Based on the objective of the study, it focuses to identify the Variation of Property Price in Auction 

and Private Sales. In relation to property marketing system and characteristics to identify the 

effective and compatible mechanism to be used. As a practical matter, auctions generally work best 

for both buyers and sellers. This is not only because of maximizing the price of property, but 

auction has an advantage over private selling method. The basic one is information transparency 

which is observed as main problem in private selling method. This may help to find properties are 

on offer with attractive guide prices, although the eventual sale price will be determined by the 

level of competition in the room. The other is deciding when to bid and how high buyer wish to 

go. A purchaser is able to buy the property at a price that was achieved competitively against other 

bidders in a transparent process, and if a bid is successful, then the property is possessed by winner 

on completion. it is possible to buy properties quickly.  

Additionally, private selling method has its own limitations which strengths the usefulness or 

importance of Auction. In private or negotiation selling method the sales timetable is undefined. 

This means selling time is based on the brokers motivation to transmit the information and also his 

strong relation with others. Due to this Negotiating a sale could happen very quickly or it could 

take several months. Properties that have been on the market for several months might develop the 

image of being stale. The seller may not get the absolute highest price depending upon the level of 

competition in the current market. Therefor brokers should have a media to share enough 
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information. This can be achieved through internet. Best practice recommended in this case is 

developing a website which helps them to simplify the way to advert the property to shorten the 

time of being on the market in addition to information sharing. This is one way how to make private 

selling method effective and efficient. 

Specifically selling method can also influence the price at which property is sold. From the data in 

previous chapter, we can realize there is a variation on selling prices of the property sold via auction 

and private treaty method. This is because of the difference of the mechanism’s used to value or 

estimate price of the property to be sold. In this case Auction is more accurate than that of private. 

In private treaty, the property would be placed in brokers hands as exclusive agents for the agreed 

period of time. As an exclusive agent brokers are committed to actively marketing the property for 

sale. Under this arrangement the property will be promoted to the market mostly with a 

predetermined asking price. Here the estimated price is based on information on the hand of broker. 

Due to information limitation the estimated price may not be fair or right for the property.   

Brokers should consider the following aspects when determining the right, most competitive 

asking price for property. 

 Past sales:  Looking back is sometimes a great way to determine what is ahead. Reviewing the 

sales history of an area over the past will provide the broker with insight into what buyers are 

prepared to pay for homes situated there.  

 Time homes spent on the market is a consideration, along with the gap between the initial 

asking price and the eventual selling price. 

 A comparative market analysis (CMA) is the accepted method of accurately determining a 

property’s value.  

 Information and statistics are gathered from various sources and compiled together to find the 

average price per square meter of property in the area. By determining the square meter pricing, 

the broker can compare.  

In case of auction the reserve price is set by professional valuer thus why the auction selling price 

is more fair right, most competitive marketing price for property. Finally determining the right 

asking price can only be done if all the influences are considered and weighed. An experienced, 

professional broker who markets homes in the area will be a valuable tool in finding the right price 

to list the property. 
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APPENDIX -THE COLLECTED DATA’S 
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No Location Land area Sale price(ETB) 
Date of 

sale 

Number 

of beds 

number 

of bath 

property 

type 

1 woreda 5 650 18,500,000.00 2007 3 2 old lex 

2 woreda 5 465 13,500,000.00 2007 3 3 old lex 

3 woreda 5 430 13,000,000.00 2007 4 3 old lex 

4 woreda 5 500 12,650,000.00 2007 2 2 old lex 

5 woreda 5 625 13,500,000.00 2007 2 2 old lex 

6 woreda 5 630 12,000,000.00 2007 2 2 old lex 

7 woreda 5 360 6,250,000.00 2007 3 1 G+1 N 

8 woreda 5 256 5,500,000.00 2007 3 1 G+1 N 

9 woreda 5 360 6,000,000.00 2007 4 1 G+1 N 

10 woreda 5 160 5,000,000.00 2007 3 1 G+1 N 

11 woreda 5 156 4,500,000.00 2007 3 3 G+1 N 

12 woreda 5 149 5,550,000.00 2007 3 3 G+1 N 

13 woreda 5 256 6,250,000.00 2007 3 3 G+1 N 

14 woreda 5 165 5,000,000.00 2007 3 3 G+1 N 

15 woreda 5 180 5,000,000.00 2007 3 3 G+1 N 

16 woreda 5 178 5,500,000.00 2007 4 3 G+1 N 

17 woreda 5 190 5,000,000.00 2007 3 3 G+1 N 

18 woreda 5 126 4,550,000.00 2007 3 3 G+1 N 

19 woreda 5 138 4,850,000.00 2007 3 3 G+1 N 

20 woreda 5 150 4,500,000.00 2007 3 3 G+1 N 

21 woreda 5 160 5,000,000.00 2007 3 3 G+1 N 

22 woreda 5 160 4,500,000.00 2007 3 3 G+1 N 

23 woreda 5 126 4,000,000.00 2007 4 3 G+1 N 

24 woreda 5 120 4,500,000.00 2007 3 3 G+1 N 

25 woreda 5 129 5,000,000.00 2007 3 3 G+1 N 

26 woreda 5 320 17,000,000.00 2007 4 3 G+1 Lex 

27 woreda 5 130 5,500,000.00 2007 4 3 G+2 

28 woreda 5 168 5,000,000.00 2007 4 3 G+2 

29 woreda 5 160 5,000,000.00 2007 4 3 G+2 

30 woreda 5 460 12,550,000.00 2008 3 3 old lex 

31 woreda 5 500 14,000,000.00 2008 3 3 old lex 

32 woreda 5 486 12,000,000.00 2008 3 2 old lex 

33 woreda 5 506 13,500,000.00 2008 3 3 old lex 

34 woreda 5 480 10,000,000.00 2008 4 3 old lex 

35 woreda 5 260 6,500,000.00 2008 3 2 G+1 N 

36 woreda 5 256 6,000,000.00 2008 3 2 G+1 N 

37 woreda 5 220 6,000,000.00 2008 3 2 G+1 N 

38 woreda 5 256 7,550,000.00 2008 4 3 G+1 N 
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39 woreda 5 165 6,000,000.00 2008 3 3 G+1 N 

40 woreda 5 180 7,850,000.00 2008 3 3 G+1 N 

41 woreda 5 178 7,500,000.00 2008 4 3 G+1 N 

42 woreda 5 120 7,000,000.00 2008 4 3 G+2 

43 woreda 5 465 8,950,000.00 2009 4 3 old lex 

44 woreda 5 460 8,000,000.00 2009 3 3 old lex 

45 woreda 5 210 6,500,000.00 2009 3 3 G+1 N 

46 woreda 5 230 6,550,000.00 2009 3 3 G+1 N 

47 woreda 5 253 6,000,000.00 2009 3 3 G+1 N 

48 woreda 5 255 6,000,000.00 2009 3 3 G+1 N 

49 woreda 5 230 7,550,000.00 2009 4 3 G+1 N 

50 woreda 5 169 6,550,000.00 2009 4 3 G+1 N 

51 woreda 5 180 6,000,000.00 2009 4 3 G+1 N 

52 woreda 5 210 7,000,000.00 2009 3 3 G+1 N 

53 woreda 5 213 6,250,000.00 2009 2 3 G+1 N 

54 woreda 5 230 8,550,000.00 2009 4 3 G+1 N 

55 woreda 5 249 23,500,000.00 2009 5 4 G+1 Lex 

56 woreda 5 255 18,000,000.00 2009 4 4 G+1 Lex 

57 woreda 5 190 13,500,000.00 2009 5 4 G+2 

58 woreda 5 210 12,000,000.00 2009 4 4 G+2 

59 woreda 5 320 18,500,000.00 2009 5 4 G+2 

60 woreda 5 210 14,550,000.00 2009 5 4 G+2 

61 woreda 5 125 8,550,000.00 2009 3 3 G+2 

62 Bulbula 160 3,550,000.00 2007 3 3 Villa 

63 Bulbula 190 3,000,000.00 2007 3 3 Villa 

64 Bulbula 220 4,500,000.00 2007 3 3 Villa 

65 Bulbula 225 4,000,000.00 2007 3 3 Villa 

66 Bulbula 220 3,000,000.00 2007 3 3 Villa 

67 Bulbula 220 3,550,000.00 2007 3 3 Villa 

68 Bulbula 160 3,000,000.00 2007 3 3 Villa 

69 Bulbula 155 2,850,000.00 2007 2 3 Villa 

70 Bulbula 112 3,000,000.00 2007 3 2 Villa 

71 Bulbula 320 5,550,000.00 2007 3 2 Villa 

72 Bulbula 160 3,000,000.00 2007 3 3 Villa 

73 Bulbula 210 3,250,000.00 2007 3 3 Villa 

74 Bulbula 156 2,850,000.00 2007 3 2 Villa 

75 Bulbula 225 3,500,000.00 2007 3 2 Villa 

76 Bulbula 260 3,550,000.00 2007 3 2 Villa 

77 Bulbula 160 2,500,000.00 2007 2 3 Villa 

78 Bulbula 190 2,850,000.00 2007 2 3 Villa 

79 Bulbula 320 4,500,000.00 2007 2 3 Villa 
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80 Bulbula 190 3,000,000.00 2007 2 3 Villa 

81 Bulbula 219 3,000,000.00 2007 2 2 Villa 

82 Bulbula 208 3,500,000.00 2007 3 2 Villa 

83 Bulbula 180 3,000,000.00 2007 3 2 Villa 

84 Bulbula 318 4,550,000.00 2007 3 2 Villa 

85 Bulbula 190 3,500,000.00 2007 3 2 Villa 

86 Bulbula 189 3,500,000.00 2007 3 2 Villa 

87 Bulbula 215 3,850,000.00 2007 3 2 Villa 

88 Bulbula 209 3,000,000.00 2007 2 2 Villa 

89 Bulbula 220 3,250,000.00 2007 3 2 Villa 

90 Bulbula 196 3,000,000.00 2007 3 2 Villa 

91 Bulbula 187 3,550,000.00 2007 3 2 Villa 

92 Bulbula 180 3,250,000.00 2007 3 2 Villa 

93 Bulbula 196 3,000,000.00 2007 3 2 Villa 

94 Bulbula 180 5,000,000.00 2007 4 3 G+1 N 

95 Bulbula 318 6,550,000.00 2007 3 3 G+1 N 

96 Bulbula 190 5,000,000.00 2007 4 3 G+1 N 

97 Bulbula 189 5,550,000.00 2007 4 3 G+1 N 

98 Bulbula 215 5,500,000.00 2007 4 3 G+1 N 

99 Bulbula 209 6,000,000.00 2007 4 3 G+1 N 

100 Bulbula 220 6,000,000.00 2007 4 3 G+1 N 

101 Bulbula 196 5,500,000.00 2007 3 3 G+1 N 

102 Bulbula 187 5,500,000.00 2007 4 3 G+1 N 

103 Bulbula 180 5,550,000.00 2007 4 3 G+1 N 

104 Bulbula 250 6,500,000.00 2007 4 3 G+1 N 

105 Bulbula 409 18,000,000.00 2007 5 5 G+1 Lex 

106 Bulbula 386 15,500,000.00 2007 5 5 G+1 Lex 

107 Bulbula 243 7,000,000.00 2007 5 4 G+2 

108 Bulbula 196 4,000,000.00 2008 3 3 Villa 

109 Bulbula 210 4,550,000.00 2008 3 3 Villa 

110 Bulbula 160 3,000,000.00 2008 3 3 Villa 

111 Bulbula 156 3,250,000.00 2008 2 3 Villa 

112 Bulbula 186 3,500,000.00 2008 2 3 Villa 

113 Bulbula 182 3,850,000.00 2008 3 3 Villa 

114 Bulbula 180 3,000,000.00 2008 2 3 Villa 

115 Bulbula 180 3,500,000.00 2008 3 3 Villa 

116 Bulbula 180 4,000,000.00 2008 3 3 Villa 

117 Bulbula 178 3,250,000.00 2008 2 3 Villa 

118 Bulbula 198 4,000,000.00 2008 3 3 Villa 

119 Bulbula 150 3,500,000.00 2008 3 3 Villa 

120 Bulbula 150 3,500,000.00 2008 3 3 Villa 

121 Bulbula 243 4,550,000.00 2008 3 3 Villa 

122 Bulbula 196 3,850,000.00 2008 3 3 Villa 

123 Bulbula 210 4,000,000.00 2008 3 3 Villa 

124 Bulbula 160 4,000,000.00 2008 3 3 Villa 

125 Bulbula 156 3,800,000.00 2008 3 3 Villa 
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126 Bulbula 186 4,000,000.00 2008 3 3 Villa 

127 Bulbula 182 3,550,000.00 2008 3 3 Villa 

128 Bulbula 180 3,850,000.00 2008 3 3 Villa 

129 Bulbula 560 12,850,000.00 2008 4 4 old lex 

130 Bulbula 210 6,500,000.00 2008 4 4 G+1 N 

131 Bulbula 250 7,000,000.00 2008 4 3 G+1 N 

132 Bulbula 210 7,000,000.00 2008 4 4 G+1 N 

133 Bulbula 200 6,550,000.00 2008 4 3 G+1 N 

134 Bulbula 196 6,850,000.00 2008 4 3 G+1 N 

135 Bulbula 210 7,250,000.00 2008 4 3 G+1 N 

136 Bulbula 310 8,000,000.00 2008 4 3 G+1 N 

137 Bulbula 316 8,000,000.00 2008 4 3 G+1 N 

138 Bulbula 210 6,850,000.00 2008 4 3 G+1 N 

139 Bulbula 190 6,500,000.00 2008 4 3 G+1 N 

140 Bulbula 215 6,000,000.00 2008 3 3 G+1 N 

141 Bulbula 230 6,500,000.00 2008 3 3 G+1 N 

142 Bulbula 240 6,500,000.00 2008 3 3 G+1 N 

143 Bulbula 215 6,850,000.00 2008 4 3 G+1 N 

144 Bulbula 190 6,500,000.00 2008 4 3 G+1 N 

145 Bulbula 189 6,500,000.00 2008 4 3 G+1 N 

146 Bulbula 200 6,550,000.00 2008 3 3 G+1 N 

147 Bulbula 215 7,000,000.00 2008 4 3 G+1 N 

148 Bulbula 230 7,000,000.00 2008 4 3 G+1 N 

149 Bulbula 380 16,500,000.00 2008 4 4 G+1 Lex 

150 Bulbula 420 18,550,000.00 2008 4 4 G+1 Lex 

151 Bulbula 290 15,500,000.00 2008 5 4 G+1 Lex 

152 Bulbula 210 9,200,000.00 2008 4 4 G+2 

153 Bulbula 200 10,000,000.00 2008 5 4 G+2 

154 Bulbula 190 8,550,000.00 2008 4 4 G+2 

155 Bulbula 189 8,500,000.00 2008 4 4 G+2 

156 Bulbula 169 6,000,000.00 2008 4 3 G+2 

157 Bulbula 200 9,200,000.00 2008 4 4 G+2 

158 Bulbula 190 4,550,000.00 2009 3 2 Villa 

159 Bulbula 210 5,000,000.00 2009 3 2 Villa 

160 Bulbula 160 4,000,000.00 2009 3 2 Villa 

161 Bulbula 169 4,500,000.00 2009 3 2 Villa 

162 Bulbula 260 4,550,000.00 2009 2 2 Villa 

163 Bulbula 210 4,500,000.00 2009 3 2 Villa 

164 Bulbula 169 4,000,000.00 2009 2 2 Villa 

165 Bulbula 210 5,550,000.00 2009 3 2 Villa 

166 Bulbula 160 4,500,000.00 2009 3 2 Villa 

167 Bulbula 169 4,800,000.00 2009 3 2 Villa 

168 Bulbula 260 6,500,000.00 2009 4 3 Villa 

169 Bulbula 210 5,500,000.00 2009 3 2 Villa 

170 Bulbula 169 4,500,000.00 2009 3 2 Villa 

171 Bulbula 170 4,550,000.00 2009 3 2 Villa 

172 Bulbula 179 4,000,000.00 2009 3 2 Villa 
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173 Bulbula 156 4,250,000.00 2009 3 2 Villa 

174 Bulbula 210 5,000,000.00 2009 3 2 Villa 

175 Bulbula 320 6,850,000.00 2009 3 3 Villa 

176 Bulbula 190 5,500,000.00 2009 3 3 Villa 

177 Bulbula 180 5,550,000.00 2009 3 3 Villa 

178 Bulbula 185 4,850,000.00 2009 3 2 Villa 

179 Bulbula 219 7,000,000.00 2009 4 3 G+1 N 

180 Bulbula 280 8,550,000.00 2009 4 4 G+1 N 

181 Bulbula 190 6,850,000.00 2009 4 4 G+1 N 

182 Bulbula 260 8,250,000.00 2009 4 4 G+1 N 

183 Bulbula 255 8,500,000.00 2009 4 4 G+1 N 

184 Bulbula 245 7,550,000.00 2009 4 4 G+1 N 

185 Bulbula 230 7,000,000.00 2009 4 3 G+1 N 

186 Bulbula 196 6,250,000.00 2009 4 3 G+1 N 

187 Bulbula 254 7,550,000.00 2009 4 3 G+1 N 

188 Bulbula 190 6,500,000.00 2009 4 3 G+1 N 

189 Bulbula 214 6,850,000.00 2009 4 3 G+1 N 

190 Bulbula 217 7,000,000.00 2009 4 4 G+1 N 

191 Bulbula 197 6,000,000.00 2009 3 3 G+1 N 

192 Bulbula 169 8,550,000.00 2009 3 3 G+2 

193 Bulbula 180 9,250,000.00 2009 3 3 G+2 

194 Woreda 6 190 3,800,000.00 2007 3 2 Villa 

195 Woreda 6 210 4,000,000.00 2007 3 2 Villa 

196 Woreda 6 180 3,500,000.00 2007 3 2 Villa 

197 Woreda 6 189 3,800,000.00 2007 3 2 Villa 

198 Woreda 6 178 4,000,000.00 2007 3 2 Villa 

199 Woreda 6 165 3,500,000.00 2007 2 2 Villa 

200 Woreda 6 169 3,800,000.00 2007 2 2 Villa 

201 Woreda 6 169 3,500,000.00 2007 2 2 Villa 

202 Woreda 6 160 3,500,000.00 2007 3 2 Villa 

203 Woreda 6 365 15,550,000.00 2007 4 4 old lex 

204 Woreda 6 200 5,600,000.00 2007 4 3 G+1 N 

205 Woreda 6 190 5,500,000.00 2007 4 3 G+1 N 

206 Woreda 6 189 5,500,000.00 2007 4 3 G+1 N 

207 Woreda 6 189 6,500,000.00 2007 4 4 G+1 N 

208 Woreda 6 180 5,650,000.00 2007 4 3 G+1 N 

209 Woreda 6 170 5,500,000.00 2007 4 4 G+1 N 

210 Woreda 6 200 6,000,000.00 2007 4 3 G+1 N 

211 Woreda 6 260 6,000,000.00 2007 4 4 G+1 N 

212 Woreda 6 256 5,550,000.00 2007 4 4 G+1 N 

213 Woreda 6 210 5,000,000.00 2007 4 3 G+1 N 

214 Woreda 6 200 5,000,000.00 2007 4 3 G+1 N 

215 Woreda 6 216 5,250,000.00 2007 4 3 G+1 N 

216 Woreda 6 216 5,500,000.00 2007 4 3 G+1 N 

217 Woreda 6 219 4,500,000.00 2007 4 3 G+1 N 

218 Woreda 6 190 5,250,000.00 2007 3 3 G+1 N 

219 Woreda 6 200 5,550,000.00 2007 4 4 G+2 
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220 Woreda 6 176 4,850,000.00 2007 4 3 G+2 

221 Woreda 6 160 3,550,000.00 2008 3 2 Villa 

222 Woreda 6 152 3,800,000.00 2008 3 3 Villa 

223 Woreda 6 130 3,500,000.00 2008 3 3 Villa 

224 Woreda 6 160 3,800,000.00 2008 3 3 Villa 

225 Woreda 6 198 3,500,000.00 2008 2 2 Villa 

226 Woreda 6 200 4,000,000.00 2008 3 3 Villa 

227 Woreda 6 310 6,500,000.00 2008 4 3 old lex 

228 Woreda 6 320 6,850,000.00 2008 4 3 old lex 

229 Woreda 6 400 8,000,000.00 2008 4 3 old lex 

230 Woreda 6 420 8,000,000.00 2008 4 3 old lex 

231 Woreda 6 310 5,550,000.00 2008 4 3 G+1 N 

232 Woreda 6 320 5,500,000.00 2008 4 3 G+1 N 

233 Woreda 6 280 5,200,000.00 2008 4 3 G+1 N 

234 Woreda 6 190 5,000,000.00 2008 4 3 G+1 N 

235 Woreda 6 210 5,500,000.00 2008 4 3 G+1 N 

236 Woreda 6 230 5,000,000.00 2008 4 3 G+1 N 

237 Woreda 6 270 5,500,000.00 2008 4 3 G+1 N 

238 Woreda 6 227 5,000,000.00 2008 4 3 G+1 N 

239 Woreda 6 226 4,850,000.00 2008 4 3 G+1 N 

240 Woreda 6 256 5,000,000.00 2008 4 3 G+1 N 

241 Woreda 6 265 5,000,000.00 2008 4 3 G+1 N 

242 Woreda 6 196 4,550,000.00 2008 4 3 G+1 N 

243 Woreda 6 210 5,500,000.00 2008 4 3 G+1 N 

244 Woreda 6 418 18,500,000.00 2008 5 3 G+1 Lex 

245 Woreda 6 210 5,550,000.00 2008 4 3 G+2 

246 Woreda 6 198 5,000,000.00 2008 4 3 G+2 

247 Woreda 6 325 6,500,000.00 2008 4 4 G+2 

248 Woreda 6 257 5,550,000.00 2008 4 4 G+2 

249 Woreda 6 216 5,200,000.00 2008 4 3 G+2 

250 Woreda 6 264 5,500,000.00 2008 4 4 G+2 

251 Woreda 6 219 5,000,000.00 2008 4 3 G+2 

252 Woreda 6 250 6,550,000.00 2008 4 4 G+2 

253 Woreda 6 216 6,350,000.00 2008 4 3 G+2 

254 Woreda 6 191.4 4,800,000.00 2009 3 3 Villa 

255 Woreda 6 220 5,000,000.00 2009 3 3 Villa 

256 Woreda 6 326 6,200,000.00 2009 3 3 Villa 

257 Woreda 6 196 4,500,000.00 2009 3 3 Villa 

258 Woreda 6 217 5,300,000.00 2009 3 3 Villa 

259 Woreda 6 220 5,500,000.00 2009 3 3 Villa 

260 Woreda 6 400 8,500,000.00 2009 4 3 Villa 

261 Woreda 6 185 5,000,000.00 2009 3 3 Villa 

262 Woreda 6 200 4,000,000.00 2009 3 3 Villa 

263 Woreda 6 210 4,500,000.00 2009 3 3 Villa 

264 Woreda 6 195 4,800,000.00 2009 3 3 Villa 

265 Woreda 6 185 4,500,000.00 2009 3 3 Villa 

266 Woreda 6 260 5,000,000.00 2009 3 3 Villa 
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267 Woreda 6 265 6,000,000.00 2009 3 3 Villa 

268 Woreda 6 268 5,600,000.00 2009 3 3 Villa 

269 Woreda 6 260 6,000,000.00 2009 3 3 Villa 

270 Woreda 6 250 5,500,000.00 2009 3 3 Villa 

271 Woreda 6 400 23,500,000.00 2009 4 4 old lex 

272 Woreda 6 320 7,000,000.00 2009 4 5 G+1 N 

273 Woreda 6 325 6,800,000.00 2009 4 4 G+1 N 

274 Woreda 6 345 6,500,000.00 2009 4 4 G+1 N 

275 Woreda 6 360 6,500,000.00 2009 4 4 G+1 N 

276 Woreda 6 310 7,000,000.00 2009 4 4 G+1 N 

277 Woreda 6 360 6,800,000.00 2009 4 4 G+1 N 

278 Woreda 6 210 6,000,000.00 2009 4 4 G+1 N 

279 Woreda 6 216 5,800,000.00 2009 4 4 G+1 N 

280 Woreda 6 190 5,500,000.00 2009 4 4 G+1 N 

281 Woreda 6 250 6,000,000.00 2009 4 4 G+1 N 

282 Woreda 6 200 5,500,000.00 2009 4 4 G+1 N 

283 Woreda 6 200 5,800,000.00 2009 4 4 G+1 N 

284 Woreda 6 198 6,500,000.00 2009 4 4 G+1 N 

285 Woreda 6 180 6,000,000.00 2009 4 4 G+1 N 

286 Woreda 6 210 6,800,000.00 2009 4 4 G+1 N 

287 Woreda 6 210 6,500,000.00 2009 4 4 G+1 N 

288 Woreda 6 215 6,800,000.00 2009 4 4 G+1 N 

289 Woreda 6 250 7,000,000.00 2009 4 4 G+1 N 

290 Woreda 6 216 6,500,000.00 2009 4 3 G+1 N 

291 Woreda 6 189 9,600,000.00 2009 4 4 G+1 N 

292 Woreda 6 146 10,000,000.00 2009 4 3 G+1 N 

293 Woreda 6 165 7,000,000.00 2009 4 4 G+1 N 

294 Woreda 6 300 9,000,000.00 2009 4 3 G+1 N 

295 Woreda 6 158 6,000,000.00 2009 3 3 G+1 N 

296 Woreda 6 126 5,500,000.00 2009 3 3 G+1 N 

297 Woreda 6 186 7,000,000.00 2009 4 3 G+1 N 

298 Woreda 6 174 6,500,000.00 2009 4 3 G+1 N 

299 Woreda 6 216 8,000,000.00 2009 4 3 G+1 N 

300 Woreda 6 326 12,000,000.00 2009 4 4 G+1 Lex 

301 Woreda 6 356 13,500,000.00 2009 4 4 G+1 Lex 

302 Woreda 6 345 16,500,000.00 2009 5 4 G+1 Lex 

303 Woreda 6 256 16,000,000.00 2009 5 4 G+1 Lex 

304 Woreda 6 360 15,500,000.00 2009 4 4 G+1 Lex 

305 Woreda 6 348 13,500,000.00 2009 4 4 G+1 Lex 

306 Woreda 6 290 14,000,000.00 2009 4 4 G+1 Lex 

307 Woreda 6 421 18,000,000.00 2009 4 4 G+1 Lex 

308 Woreda 6 400 23,000,000.00 2009 4 4 G+1 Lex 

309 Woreda 6 256 15,500,000.00 2009 4 3 G+2 

310 Woreda 6 260 18,500,000.00 2009 4 4 G+2 

 

 


