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Abstract

Housing is the most important class of consumption good and there is evidence of a strong
link between housing and business cycles. In 2008 a global financial crisis caused partially
by sewere and dramatic reductions in property values, put the spotlight on the lack of
guidance provided by lending institutions along with inconsistent, enthusiastic, and
possibly negligent lending practices. In 2007, as an asset, housing counted for 72%b of Iri
wealth, therefore it is not surprising in the aftermath of the global and economic financial
crisis, |l rel andbébs economy suffered an ex
nature of the crisis there were domestic factors in Rol, the origthe fihancial crisis are

well understood to be a property bubble, financed by credit. With the failure of the banking
system the critical assessment of the severity and scope of the problem through relevant
objective research is an appropriate respondigetdrish financial crisis. As valuers are a

part of the documentation required for loans, valuers were highlighted as an area of
concern. Solving practideased problems requires evidence, the concept of
professionalism is important as professional ses/imay not be standardised and can be
unique to the individual. Professionalism as a latent attribute along with sound professional
standards require study, definition, and measurement to minimise the impact that property
professionals may have on any feteconomic challenges. There are social consequences
of expert knowledge, professions still retain their typical institutions, although their
credibility has been reduced by scandals of negligence, malpractice, or fraud that cast a
general pall over progsional ethics. Professionalism requires an agreed cognitive basis
and attributes fAan ideal to be pursuedo,
clear definition of professionalism therefore cannot measure it. In the run up to 2008 (and
the financial crisis) a gap had developed between valuation professionals and society in
Rol and professional ideals and knowledge will only be kept if the environment reinforces
them. This research investigates the role of professionalism in the delivery atioralu
services for secured lending in the Republic of Ireland (Rol) in the context of the financial
crisis, 2008 2014.

The research relied on a quantitative research methodology and carried out a critical
examination of the literature and an extensuevey using questionnaires administered
online. The literature review synthesises emergent themes of professionadjshation,

and ethics in the context of evolving professions. These themes are used to derive

XVi



indicators for professionalism as theyatel to the valuation profession, which were
subsequently used to examine the role of professionalism in valuation practice in Rol
during the period up to the financial crash based on empirical data obtained from the online
guestionnaire survey. The popidet for the online study was all the property service
providers licensed to act as such in the Rol in 2012. Valuers are as yet an unquantified
subsection of the property service providers population in the Rol. In 2012, there were
4122, licensed individualin the Rol (Property Services Regulatory Authority, 2012). The
entire population for the purpose of the online survey is 4060 (excluding those who

although licensed, do not practice).

The research finds that there are generally accepted tenets of professionalism and society
IS better protected when professionals are intentionally directed (directed professionalism)
and focused on ethical interactions, accountability, refledtianspaency,and improved
standards. As defining professionalism is difficult, a correlation of individual subjective
views on professional behaviour produces evidence of positive and negative behaviours
and the likelihood of future positive or negative behargotlihe valuation profession does

not have a clear definition of professionalism or what professional behaviour consists of,
therefore cannot measure it. Up to the global financial crash Ireland's valuers worked
under a regulatory framework that did noceurage professionalistue to its lack of
emphasis on standard¥he research finds that the valuation profession in Ireland is in the
process of professionalisation, following the path of other jurisdictions. However, there is
a specific need to put m® emphasis on valuation as a profession as to make it distinct
from other property services with the need for a separate licensing class within the present

system.

Key words: Republic of Irelan@0082014 valuation, professionalism, financial crash.
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Chapter One:  Introduction

1.1. Introduction

A dramatic rise in the standard of living time Republic ofreland(Rol)d ur i ng 1 9 9 (
continued up tahe Banking Crisis, which led to the Bank guarantee in September 2008
Thepartiall yoohasmedmalliedh!l i ghted fatal f1l aw
all of those were in the control of the Governméntink between macroeconomy and
housing markets cycles became clear in the aftermath of the global econdrii@acial

crisis which resulted (pst the crashin professional services receig a considerable

amount of attentiorin the context that Ireland had neweforesuffered a property crash

with fiscal policies that added fuel to an overheated property market, the economy became
vulnerable. Mortgage payments were tax deductible, there were subsidies for commercial
real estate development and no property tax. The crisis was contribuigavieak bank
governance and risk management. Credit risk controls failed to prevent severe
concentrations on property lending. Internal controls were overrigRegiing & Watson,

2010)

The Royal Institution of Chartered Semors (1994) commissioned a report on
commercial property valwuation, to be know
key findings was fAdcredibility is only acl
within a regulated framewodkThe report further found,dzause they are acting in the

public domain, valuers should be able to demonstrate an exceptionally high lepb-of
dateknowledge and skillsvaluers should have the underlying knowledge and atdhc

that promote professionally responsible respoapgsopriate to thprevailingeconomic
climate.Although valuers may, on average, be able to interpret information in the same
way, this does not imply that all valuers will have the same view coirugta valuation
(Matysiak, et al., 1998)Faced with increased uncertaintyaluers may rely on
inappropriate initial values and insufficient adjustments may result in systematic errors in
judgement(Diaz Ill & Hansz, 2010) As there was no requirement for valuers to be
formally educated or to have any training or experience, many auctioneers, valuers and
estate agents in Rol in the time running up to the financial crash were appointed based on
proximity, price and the perceph thatthey were valuers.This was a problemAlmond

found that the interaction between supply and demand and ultimately the market
1



participants determined the price of propert¥999) Post thecrash, n February2014,

the EU Directive 2014/17/ECegulating residential mortgage credit agreememttuded

a needfor dvaluations which are professionally competent and sufficiently independent
from the credit underwriting proces3 he Directive by virtue of itscomng intoexistence

in 2014,impliesthatit wasexpresly required, to recogniseheindependence of Valuers
from Lendersandhighlights the need fgrofessional competeies which may not have
been the caserevious to thafThis researcinvestigatsthe level of skill requireth Rol,

for valuersduring the periodup to the crashfo be measured against degree of

professionalismasto be areasonable surrogate for professional judgement

Rising property values in Irelapndnd the resultant prosperity acquired from property
trading was a strong factor influencing Irish people to invest in property. During the
property boom valuations were steadily increasjngnding to create a systematic
feedback loop, where rising pés affected the psychology of the market participants,
causing further increases in prices. Presetitlg author is unaware of any empirical
researchi nt o how valuer so educ a thasoontribateddother of e
sharp increas@&nd then severe decrease in the value of property in the RoteSbarch
adds to the literaturas it points to weaknesses in the area of property valuatithre

Rol, in comparison to other jurisdictions. Those who are highly qualified valaisalso
members of professional associations (guided by those regu)atiathso legal or market
requirement to be so. Government offici@sd their departmentacceptdvaluation
certificate®from cauctioneer§(estate agentswith neither qualifications nor professional
associations (thereby effectively unregulated). Governments should |lexaropleand
influence the tone and level of quality expected (Gilmr & Preston, 2005)A
continuing practice ofending institutions (even thoseno nowpanel3, to require and
acceptvaluation reports completed in an unprofessional manner (for examplebgve
properties not previously visited by the valyas a o r nboxati€kingd to complete the
loan applicationhas beemighlighted by the Central Bank of Ireland

Inappropriate use of informal valuations: During the property lending boom,
there was increased reliance on informal valuations by credit utistits. These
were utilised as if they were full valuations. To properly assess risk during
lending reviews, full valuations are requitg€entral Bank of Ireland, 2011)

Irish valuers find themselves in amcertaineconomytherefore the identification and
2



analyss of professionalism using appropriate research methodwlitiggroduce relevant
unique knowledgeand this will be achieved byan examination of the researbly a
professional valuer giving a new perspective to professionativaluation practice. The
research explores the standard of education and professional knowledge required for
valuers in the Rol as it was up to 2012 and current regulations. As a critical evaluation of
current research and practice, ttasearchdenifiesand exploretheoretical approaches,
empirical research studies, practlmsed studies, policy/guidance and other relevant
material where available to establish that valuation standards and professionalism in the

Rol are a viable area of research.

The principal aim of this research is to investigate the role of professionalism in the
delivery of valuation services for secured lending in the Rol in the context of the 2008
financial crisis.The research ains achieved through eeview and synthesisf relevant

literature to inform theesearch gestions

What is professionalism?
Is valuation a bone fide professiontire Rol?

Is professionalisnpracticel by valuersin the Rol?

w0 N

Istherea variance between tframeworkunder which valuers in tHeol practice
andInternationalStandard®

5. What are the indicators of professionalism for valuers in Rol?

Following on from the research questions aredisearclobjectives

1 Toinvestigate and identify the various theotiederpinningprofessionalisnand
to establish how theories of professionalism are translated into practice.

1 To establish if valuation is a profession in the Rotl b identify cultural and
organisational structures that have an impact on professionaliRoi.

1 To investigate and identify the attitudes of valuers and resultant professional
behaviours in relation to professionalism in the delivery of valuation services for
secured lending in the context of the 2008 financial crisis.

1 Todevelop a clear sef traits/tenets for the professionalism of valuers in the Rol

to allow the development of a future scale for measurement.



To give context to the research three dominant areas are critically reviewed: (1) the concept
of professionalism in general, (2% itmpact on attitudes and)(BsulantbehavioursA
considerable amount of literature has been published describing the core elements of
professionalism and the factors that may influence professionalism; relevant literature was
critically reviewed and analysed. The literature review synthesises the thesires
arising: the definition of professionalism, professional behaviour, elements of

professionalism and methods for assessment of professionalism.

Research studies in the Built Environment are often criticised for their anecdotal approach
when interpeting real world phenomena, therefore there is a requirement for sound
empirical studiegAmaratunga, et al., 2002)his study seeks to address that gap in the
knowledge jdentified througtthe literaturereview (although noformerly recognise@s

yet), thatvaluation services are mprocess of professionalisation in Rol and the concept

of professionalism as a core value creates better outcomes for the greatétayaagl.
identified if professionalism is a practice thatesognised and promoted the study will

then seek to evaluate where professionalism fits as a moderator when valuers make

professional judgements.

The purpose of this study, after a critical review of existing approaches in the literature
(which is a compehensive empirical evaluation of the knowledge surrounding the
professionalism o¥ariousdisciplines), is to establish ifrior to the financial crashhére

was a problem around professionalism time provision ofvaluation services in the
Republic of teland Rol). Professionalism isgresumed antecedent of a range of positive
outcomes such as service quadityd an attitudinasocially constructed conce@wailes
(2003)believed that theole of professionalisrwasimportant, andhat measurement of

the concepshould bdurther advanceanaking theassunption, that the quality of delivery

is linked to the professionalism of the delmwr This research follows that logic and
assumes that the quality of the valuation service is linked to the professionalism of the
valuers.This chapter introduces thieesis with a consideration of the policy background

(or lack of) as a framework for theesearch problem and identifies the motives for the
selection of the research topic, which informs the research aim, objectives and approach.
To ensure a full understanding of the conadptrofessionalismthe literature review is

organised into four brahlines of enquiry (i) history of professionalism; (i) modern
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professionalism; (iii) pattern or framework; and then (iv) relating the research to
professionalism in the delivery of valuation servicEBe chapter concludes with a

synopsis of the thesis.

1.2. Context of Research

Man does not have a nature, but a hisi@yega & Gasset, 196%nda set of value
systems, patterns of belief, valagentations or ideologies that are acceptable in society
(Jenks2005) Different cultures have strikingljyiverseconstructs of the sedndof others,

these constructs can influence, and in many cases determine, the very nature of individual
experience, including cognition, emotion, and motivation (Markus & Kitayama, 1991).
Implicit normative evaluations are based on how others evaluate objettculture has

an influence on this. People from different cultures are expospdrticularnormative
evaluations of objects or social groups. Spenser, Peach and Y@Hidsexamined how
cultures define appropriate behaviour and how these noraw b&haviourCulture 5 an
indicatorof whether the behaviour is guided by collectivist or individualistic cultanes
thiswill have a strong influence on internal or external idedlsereforefitting into the

group has a powerful influence ovendividual actions Internal and external
interpretations of values and beliefs include the difference between policy and actual
practice and the psychological predisposition of the members of the organisation (Smith
& Drudy, 2008). A large part of Ireland'kistory featurescolonisation which included

the dispossession and appropriation of economic wealth.dvanership was the preserve

of the privileged. The Land League (18/@Yough civil unrest (the Land Warought
reforms including the "Three F$§"Fair rent, Fixity of tenure and Free sale. The Land
League promoted the idea that political revolution (freedom) would lead to land
redistribution and therefore wealth, with the result benhg landowners isentral to the

Irish identity. The acclaimeplay The Field written by John B Keanfl965) embodied

the ideahatfor all eternity thatthe Irish would do anything fahe ownershipof land

In 2000, anewmillenniumapproached, bringing optimism about the future. Culture is the
glue of any organisatio(Gmith & Drudy, 2008)and with a cultural disposition towards
home ownership, Ireland and its citizens were ready, willing and able to take advantage of
any economic rd political circumstances that enabled investment in prap@etyveen
2002 and 2007 the Oherd mentalityd of pr
5



towards lending, the documentation required, and due diligkrsmon became apparent
howeverthat | rel anddés economi c sy switaneffettieed cer
protectionsin financial contacts reliance onadvice fromunchecked odow-quality
sourcesandunethicalpractice$ which wouldbevirtually certain to profoundlgffectthe

financial future of the country for many years post the crash

Figure 1 representhe6 boom and bRiesttve eéan med95 hés and 1
economy of |l rel and was moderni sed. Bet we
Oboomedd. Ry noidtaked sincen200@ish IBanks were over exposed to the
domestic property market.h€ fiscal policy regime in Ireland was inappropriate to the

conditions of monetary unigiellepiane Avellaneda & Hardiman, 2010)



The 1956 budget that was introduced by
Sweetman proposed a tax exemption on
profits from exports. Whitaker's paper
was the blueprint for the move from
protectionism to free trade and the
modernisation of the economy through
the incentive of multinational companies
via tax breaks and grants, to establish
manufacturing operations in Ireland

—

In January 1973, Ireland
joined the then European
Economic Community. In

October of that year,
unemployment fell to 63,000

, 1950 IRELAND

Celtic Tiger dates back to the bleak 1950's
when Ireland appeared to be in terminal
decline with an average of 50,000
emigrating each year.

The Celtic Tiger boom accelerated
from the mid-1990s, the Irish
Government significantly extended

For a number of years Ireland, with only 1 per cent of Europe's
population, attracted up to 25 per cent of all US greenfield industrial
investment. The new technology and skills that this inflow brought contributed

: ) : property-related tax incentives in
to a 4 per cent annual increase in output per worker at national level respect of rundown areas in most
urban areas, car parks, nursing
l homes and holiday homes.

J

The Irish property bubble was an extreme increase in the
price of real estate from the late 1990s to 2007 in a period
known as the Celtic Tiger - peaking in 2006

June 24, 2008: The Economic and Social

Research Institute (ESRI) - stark warnings

of the first recession in Ireland since 1983
and a return to high unemployment

September 30: Government unveils a
€440bn (£373 bn) bank deposit guarantee
to stop a "run on the banks".

Figure 1: Timeline boom to bust,Ireland.



The 0Celtic Tiger 6 wpamasetham35 years. Blewdtg begnf t e |
with (a weak economy between 195880s), beteen 2002 and 200Q7isk taking and

reckless wealth managemgemtere fuelled by the pentp culturaldesirefor property
ownership(which historically, was a path or intrinsic link to wealth)s wasexacerbated

by limited governmentintervention in property investmenand the almost global
relaxation of lending regulatons n f avour of a O0free mar ke
protection built into financial transactions, with lapses in documentation, inadequate risk
management, unatal behaviourand a lack of professionalis(@'Sullivan & Kennedy,

2010)

As a societywe face many challengesome man made (rapid advances in technology,
religious, financial, culturaland political) and some of natural origin (weather changes,
natral disasters and increases in populatittnneetheseests society evolves. The most
adjustable and robust survive via appropriated effective adaptatipnwhich occurs
through the gradual modification of existing structyi2arwin, 1859) In 2008 a global
financial crisis was declared. The World Economic Outlook examined historical fiscal
consolidation inl5advanced economiegtween 1980 and 2008s apercenageof GDP,
Irelandis was the largest (IMF, 2010 the context of a financial craséind a property
market downturnconsideration must be given to the valuation of property, given the role
that valuations play in the lending proce&b.protections must be afforded to prevent a
divergence of house prices from their fundamental valueause of speculative
expectations, descr i be(Brooks s& Katsaasuy 8065)Inpr i c e
anticipation of risingields, investments in the housing mariketreaseprice is ndonger
affected by housing needsut increasingly fuelled by speculatigidagemann &
Wohlmann, 2019)Busts tend to be more costly when booms are finatiredgh credit

and leveraged institutions are involvgiowe , et al., 2011Benetrix and Lan€2012)
argue thatin the context of an Irishpropensitytowards property ownership as an
investment strateggnd wealth accumulatiomo avoid instability in the futureand the

high cost of boonrbust cycles, there must be reform

The housing market is among the most important markets in modern ecofloyoies,
2013) I n the | ate 1980 éusgedtinhtiee Uhitedukingdorg (UK)a r k e

especially in London. Following on from an interest rate increase, there was a significant
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fall in house prices. There was an increase in litigation and a numhetiadives from

the RICS.The RICSreacted to the UK Ression 1991992 by commissioning a report

on commercial property vadtions(Crosby, et al., 1998 he Mallinson Report addressed
uncertaintyin valuations.Clearly making a link between house pricealuation,and
professonal standards. In Irelandost the property crash (2008 same link was made

by the Central Bank of Ireland, finding the primary weaknesses irctloden ade qu a't
valuation processes and standéaisa disregard for adherence to symrbcessdas One

of the key findings was the use ofvaluers without appropriate experience and
qualifications (Central Bank Of Ireland, 2011)'he Central Bank worked with the
underlying assumption that in Irelaritere was a category of professionals who were
valuers Itis an assertion of this researtttat no such profession existed in Rbthe time

The precursor to professionalism is a profession with standards which evolves. The
concept of professionalisas a substitute for ethical behavidoecomes more important
when there is significant pressure on standamdstuations when there are no prescribed
methods or processeSwailes(2003)argues tha& carefully reglated professiofthat is
ultimatelyanswerable to its professional bodythe basis on whiglprofessionalisntan

be measured as a@eology.

Although there has been very little research into the professionalism of valuers, it has been
recognised thathe educational background of the valuation professiaries greatly
throughout Europ@Adair , et al., 2005With the rise of the modern professioraaid the
recognition of the professional status of valuers in Riblere is a need for a covenant with
society to protect it from unscrupulousnfair, or shortterm practices through impartial
advice.GThere is, thus, also a professional duty to analyse and shape these market force
through informed intellectual leadership. The latter requires value judgnaemtsthe
formulation of moral and ethical codes which individual valuation professionals could
relyd (Hill & Lorenz, 2011) Bordass and Leama2013) question ifregulation along

make markets workor if there a role for professionals and professionalism for better

outcomes.

1.3. Contribution to the Research

There have been no large studies of valuers in Radt® dhe collection of data and the
findings of the research will add to the knowledge and understanding of the subject of
9



professionalism in valuation services and its application by the property services providers

of the Rol. This study should be signdnt in the sense that it will:

a) Allow for the identification of the concept and a framework of
professionalism in valuation services and take into account the nature of
the work, culture and environment in which property services providers in
the Rd practice.

b) Support and enrich theories and models of professionalism that have
similarities in their nature of service to valuation services.

c) Generate greater awareness among stakeholders of the importance of
proper and practical expectations, feefive feedback systems,

transparency, training, and controls.

Although propertyrelated professional bodies recognise the indisgigcific nature of
professionalism and this is somewhat reflected in the literature, less attention is paid to the
extentto which heterogeneity within valuation can impact on professionalism. In the Rol
there is no baseline definition of the profession or professionalism in valuation or an
understanding of the importance of professionalism as a concept rather than atieempeti
advantage. In 2012 the International Valuation Standards Council (IVSC) declared as its
main objectivethe building of confidence in valuation by constrantofa framework for

the delivery of credible valuation opinigrisy suitably trained profesonals, acting in an
ethical manner, with professionalism in valuati@s an essential contributor to the
integrity and credibility of the valuation process. In many professions, professional
competence and professionalism go hand in hand, however inRdthevaluer
professionalism is a concept which is evolving along with the property profession in the
aftermath of a worldwide and national economic crisis and, as such, requires résearch
research which presents a case for actual professionalism inothsigr of valuation
services, tacitly explores its constituents, evaluates its indicators, and produces a model or

framework for measurement.

Professionalism is widely accepted as a central element of the professionalisation process.
Professionalism can be difficult to define as it is multifaceted and complex and often more

noticeable when behaviours are unprofessional and when things go Wrayeneral,
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researchers into valuers/valuation in Rol have concentrated their efforts on the
methodology of valuation practice and more recently {psth) in the area of ethics and
conflicts of interest. Researchers have paid less attention to thesgmwofe
professionalisation and professionalism. Valuers function within a social structure
consisting of various stakeholders. Not unlike managers, valuers are dependent on these
stakeholders to some degree as their behaviours have reputational conse(isemhce

1984). One consequence of an intensifying of the response to turbulent, more competitive,
and more global marketplaces is a move towards transpaethmal practices and value

for money. How valuers are perceived and evaluated by stakeholders is important and
presently the primary source of feedback may be the subjective opinions of these key

elements.

Selfregulation is in part a social processolving attempts to understand and influence

the opinions of various relevant constituents in order to achieve organisationglfgaoals

& Ashford, 1994, t heref ore deyning the concept of
its relative importance and ascertaining the consequences ghamegement of fe
expectations and performance. The research provides an original contribution to
knowledge in the field of valuer professionalism as a means of providing members of a
professional discipline with a common language and a frame of reference for defning th
boundaries of professionalism within their profession, as a method to guide and inform
research so that it can, in turn, guide future research efforts and improve professional

practice.

1.4. ThesisStructure and Synopsis

The thesis follows a conventional fastrand begins in Chapter One with a description of
the issue and the development of the research proGlespterTwo is focused omeview
and synthesis of relevant literature which informs the progress of the res€hech
literature reviewexamines profgsionalism as a concepihdseeks to apply thexisting
researchon professionabm to valuation services and determine if there are indictors
which could be tested in relation to valuers in Rol. The chapter examines the regulatory
environment within whichvaluers in Rol practiceduring the time running ugo the
financial crash. The chapt&xaminesif the regulatory frameworkvas sufficientto
promote professionalism. The chapter provides evidence that valuers in Rol were
11



unregulated whichntensified tle part played by the property market in the financial crash.
Chapter Three positions an appropriate methodology for the research, including a
justification of the philosophical stance taken and the selectiquasftitative methodas
appropriate to addreshe research problem. In Chapter Four the data is analysed to answer
the research questions and the research findings and implications are discussed. In
conclusion, Chapter Five critically reviews the research, including contribution to
knowledge, with sggestions for further research. References and Appendices are included

at the end of the thesis.

1.5. Summary

In summarythe introductory chapter provides an overview of the research and outlines
the structure of the thesis. An introduction to the research problem leads into Chapter Two
which provides a comprehensive literature review and synthesis which informs the

develpment of the research questions.
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Chapter Two:  Professionalismand Valuation Practice.

2.1. Introduction

This critical literature reviews divided intoa number oEectionsfirstanexplanatiorof

what is known abouygrofessions anthe concept of professionalism argldbre principles

in generalSecondlyprofessionalism as it relates to valuers and then finally the framework
that valuers in Rol worked under atite subsequengffect. The chaptedocuments the
history of professionalispinow it hasadvancedemerginghemes anavhat is understood

by the term professionalism in the context of an evolving and modern sdtietyeview
presents various theories and frameworks for professionalism in general, and how they

may be applied to valuation professionals.

2.2. Professon

Millerson (1964)argues thathere is a systematic confusion caused by the excessive use
of the word profession and a lack of appreciation for the dynamic nature of
professionalism. Historically profession was held by the religious (those who professed
to a calling), and sometime around the"ldentuy, medicine and law joined the
(Qorofession@ As prdessional services may not be standardised and can be unique to the
individual, clients have tdrust in professional traditions and ethics to develop and train
suitable qualitiedHdowever the professions do not always live up to these id&&sshall,

1939) Millerson (1964 compiled a list of the essential featurésagorofessionThese
included skills based on theoretical knowledge, training and education through the passing
of a testandservice for public good in a profession that is organised with a code of conduct.
Millerson further developed those features wjithinciples His clear definition with which

to measure against was

Itis a type bhigher gradeor non-manualoccupationwith bothsubjectively and

objectively recognised occupatanstratus possessing a wellefined area of
studyand providinga definiteservice afteradvancedtraining and education
(Millerson, 1964)

In modern times, colloquially any femarning endeavour could be described as a
profession.The researcher agrees with the definition of a profession from Websters

Dictionary:
13



eé.a calling requiring specialised kn
preparation including instruction in skills and methods as well as in the scientific,
historical, a scholarly principles underlying such skills and methods,
maintaining by force or organisation or concerned opinion high standards of
achievement and conduct, and committing its members to continued study and to
a kind of work which has for its prime page the rendering of a public semfic
Elliot Freidson is the most dominant writer on this subjattt two seminal booksritten
in 1970, which began the era of criticism of professionalism. His 1994 book presents a
summary of his thoughts on thebject, and the 2001 work defends the professional model
very effectively (Friedson, 2007). Generally professional bodies outline the knowledge
required for acceptance through acagesxperienceand interrelated prerequisites. This
body of knowledge ispecific;accordingly,professionals must be able to work without
supervision (autonomousind accept responsibility and accountability for their work.
Friedson(1999)argues thatstablishing the skills and knowledgequired to perform a
profession forms the foundatiarf an essential intellectual device for making sense of
reality, atheory of professionalsuilds acumulativebody of knowledge, a stable language
which will allow formal concepts in a form that canuederstood and manipulated and
thereafter aheoreticaimodel of professionalisths t he ter m &épr of es s
encompassing/arious occupational groups, as a means of distinguishing themselves, are

increasingly concerned with professionalisatioil professionalisffChan, et al., 2007)

The term 6professionalismé has been cent
how it has been used. The i mportance of ¢
trait s to constitute oOprofessionali smdé becse

in society and remains an educational priority to this(tigrtimianakis et al., 2009The
debate on professionsin circles around what elements and which behaviours are
associated with the concept of professionalism. Despite the increasing interest in

professionalism there is no agreement on how to define it (Arnold, 2002).

2.3. The Conceptand Definition of Professionalism

In the run up t®2008 (and the finacial crisi9, a gap had developed between valuation

'Websterdés Third New I nter nat-Webster,linc.d998.t i onary, Un
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professionalsand societyn Rol. Millersonés (1964)definition of a professigrgrounded

in skills, based on theetical knowledge, trainingnd educatiorthrough the passing of a
test and service forthe public good in a profession that is organiseslith a code of
conduct causegroblems for valuers Rol, asthere was no framewaorkr requirements

If an occupation whose core eleméastwork based upon the mastery of a complex body
of knowledge and skillghen valuation in Rgwas not(Cruess, & Cruess, 2012)/hen a
profession is under thredtom the challenges of those who practice withovutat are
understood to hethe minimum requirements, demonstrating the behavieund
characteristis of a professionali a professional identityand professionalismbecomes
more importan{Cruess, & Cruess, 2012)s a professional, there is a responsibility to
maintain the highest standar&sofessionals play an important role in the development of
society and the growth of specialist knowleddée rights and privilegelsestowed on
professionalssuch as selfegulation, independence and trust, hinge on the maintenance
of professionalisnmProfessionalism can be described msiawrittencontract between éh
valuer, clientand societyThere has been very little research into professionalism as an
attitudinal construct, even though it is globally assumed t@artantecedent to positive
outcomes(Swailes, 2003) The concept of mfessionalism is not new; according to
research undertaken by Martimianagisal, (2009 the medical profession has discussed
professionalism for hundreds of yeaasd professionalism is an extremely valaden
term, with societal, institutional, historicand contextual expectations built intpahd

has a longstanding tradition in sociological reseaficdm the beginning of the 20th
century (Evetts, 2006; Crook, 2008).

The concept of professionalisamd its measurementas the subject of a seminal article
publ i shed i n 139amkngankhiukentiabcentridyiign to tha development
of an attitudinal scal@Hall, 1968) However,H a | dcalesassumeshe participants have

a measure of professional structure and professionalis#tti@nmay not exist in some
professionsand concentrated on the structural aspects of profes3ibescale was tested
on qualified building professionalaising an elecbnic survey. The scale confirmed five
factors, this scale has been tested by various other reseavdieitselieve have further
refined it to suit their individual professionBartol (1979) and Swaile$2003)are among
those that relate to thenultidimensional construct of professionalism, being the

predominant avenue of research to daéke multidimensional concept of professionalism

15



combines (foundational) structural and (obabte) attitudinal aspectavhich as a
professionaideology, can be measurgttall, 1968) The concept of professionalism is
important, to date, there Ymbeen no measuremestale for professionalisavailableto
valuers.Many services can be measured or judged by objective aestsejected if not

up to standardout gven the intangible nature of some elements of valuation, there needs
to be a high | siorakidealsoahd khowladge will ordyRiepd if thes
environment rei nf or c e(Marshalh 4989 Thé Eondep fs o n ,
professionalism is critical to organisational succest there is norobust measure
groundedn contemporary studies of professional organisatialimgsidethe debate of

whether a group has been fully professional{§&wdailes, 2003)

Martimianakiset al. (2009) believed professnalism to be a set of behaviours that are
discrete, specific and objectively measurable, in contrast to Kenny and Z&-ea8p

who proposed that professionalism may be derived from an ability to perceive the needs
and objectives of the various constituencies and to adjust personal approaches accordingly
rather than any particular personality trait or behaviour. Professionakgnbedivisible

into two distinct aspects, occupational attributes (education, associations etc.) and
individual attributes (expertiseautonomy ethics and continuous professional
development)Kerr & Jermier, 1978)Newark (1982) defined professionalism as the
ability to 6positively r e pltrissegident thatdfiing st a
professionalism is difficult, a correlation of individual subjective views on profeasion
behaviour may produce evidence of positive and negative behaviours and the likelihood
of future positive or negative behaviouf$ie valuation profession does not havelear
definition of professionalism or what professional behaviour consistisepéforecannot
measure it.There are lists of attributes agreed omeprofessionsbut what they are in

the context of valuers and the valuation professi@ve not been explicitly defined.
Without a definition(or wellaccepted criteria for professialism) complex situations

may lead to differing interpretations on wisahstitutegrofessionalism and professional
behaviour(John C. , et al., 2009)

2.4. Modern professionalism

Although the focus on the importanceprbfessionalism has not changed, the meaning
ascribed to the term hadglodern professionalism assumes the skills of a profession as a
16



basic foundation. & agroup professionalsare assumed to act in the public intertstir
behaviour isregulated,and heir actionsexaminedby public and professional bodies
Unprofessional behaviour reflects badly on the profession as a whole and ultimately results

i n a |l oss of public confidence oTheréfaremi t i n
it is in the interest of professions tostil a lifelong commitment to high standards and
codeqtraditionally passed on by role modelSpme argue th&bcusing on any normative
definitions of professiopar isom  tremmdad)ba
over emphasis on codes of behaviour, and
and soci o economi cProfessidnalpimd givénicantagiscrimioatec e r n ¢
in their responsiveness tequirements, iprofessional identity is soclglconstructed and
sustained through institutional structurdsen contemporary professionalism should
underpin professional practicdhe developmentof a professional identity must be
supported by the learning environmé@glartimianakis , et al., 2009)Cruess, & Cruess,

2012) To promote routine professionbehaviour,t is therefore necessaty develop a

series of observableehaviourswvhich reflect the attitudes and values of firefessional

that can be evaluateeasuring professionalism allows formative feedback. Modern
professionalismis increasingly specifiedfollowing the medical professioseriously
evaluating professionalism (2eonm2006)3ome ar oL
professions can be viewed salf-servingwith weak standards applied an irregular
manner(Cruess, & Cruess, 2012h someinstancesfor professionals the correct action

is clear, howver, when the correct course of action is not straightforward valuers are
required to balance their obligations. During these challenges, examples of what is
considered professional behavio(o#enexplicit andimplicit professionalism$hould be

front and centre. Professionalism requires that financial resinosld not behe only

measure ofsuccess andncludesa commitment to exceed ordinary standards. The
boundary between professionalism and ethics can be crossed, however the principles of
profesionalism are an aid to the organisation of behaviours seen to be important by all
(Stern, 2006)

Throughout the literature revieweveral themes emergexs nodernlevels ofscrutiny
demand a higher level aiccountabilityandputs pressure to become more professional.
To fully understand thelirection that Property Service Providers P S Frd Ro) are

required tofocus there is a need to understand how and why the promation
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professionalism is a responsible reaction to the failures of recent past experience. The
concept of professionalism can be complex and difficult to work with, identifying the main

themes simplifies the conversation.

2.4.1 Theme One: Th&Concept of Professionalism

For some professionthe concept of professionalism is clearly circumscribed with specific
elements, with definitions empirically and prospectively derived (Arnold, 2002). Traits,
attributes, behaviours, and nroaognitive behawurs can be included in the list of
parametersThe maturing of the valuation profession in Rol requires a framewotkédor

concept of professionalism as an ideal for valuation professionals.

2.4.2 Theme Two: Definition

How professionalism is defined variesdanstead professionalism is often described in
terms of contexts such as competencies, core learning outcomes, values, attributes and
ethical awareness and a close relationship with competence. A definition for the

professionalism of valuers in the Rohist included in the literature.

2.4.3 Theme Three: Competence

Excellence brings with it a commitment to compete(@8tern, 2006) Competence to
practice valuatiorshouldinclude the ability to demonstrate professionalism. It is widely
recognised that you first must be a professional to demonstrate professioi&lesm.
practice of valuation aniils methoalogy have been the focus of research, however the
skills required t@roduce valuation reports have been left to the markenhasuine cases
professional institutions. Up to 2012 in Rol there was noimum educational or
experientialrequirements for Property Service Providers, this includes the subsection,
valuers.Thereis a need for &luers in Rol to understand the libktweeneducation and
practice and the role of professionalism.A professional needs not only specific
competences and qualifications but also a work ethic that balances the greater good
(Bordass & Leaman, 2013h Rol, as a subsection of Property Service Providers, valuers
are a newly emerging profession detausehe Central Bank of Ireland has recognised
the practice of utilising unqualified valuers as a factohenpiroperty crash framework

for minimum competence needs to be establi¢Gedtral Bank Of Ireland, 2011)

18



2.4.4 Theme ThreeProfessional Behaviour

Professionalism is seen as either a personal characteristic or behavicub#ligvied to

exert influence on the way the professions are practised or in the wider sense: as skills,
personal attitudes and values that guide behaviour when acting as a professional.
Completing a valuation in the manner expected constitutes a bastoifunf valuers
however acting withntegrity and honesty can be considered an individual and personal
trait. When professional practice aligns
becomes the norm and the property mark&ol will be better practed. Professionalism

as a role draws attention away from the traits and behaviours of individuals and towards
the roles played by professionals in general. By socialising valuers into a lifetime
commitment to high standards and adherence to codesc¥ attu professional behaviour

the property market is more protected, the professional themsebaotected and the

valuation profession is protectédruess, & Cruess, 2012)

2.4.5 Theme Four: Elements oProfessionalism

There are nuanced differences in interpretations of the elements required for
professionalism, however the majority of literafypeesupposes education, experience
and membershipf a professionBartol (1979)found professionalism reflected the five
subscales:Autonomy, Professional standards, Ethics, Professionaimitment,and
Professiod identification. Belief in public serviceselfregulationand autonomy also
come to the fore in a study of built environment professiof@than, et al., 2007What
constitutes professionalismr who i s most | i kferlajuergiroRol6 a ct
has not been establishedhow to encouragesflection on how individual actions relate

to broader perspective.

2.4.6 Theme Five: Assessment of Professionalism

To promote routine professional behaviour among professionals the profession itself must
care about the consequences of unprofessional behaWhen professionalism is
challenged and fails, the profession itself suffers. When the Central Bank of Ireland
pointed to valuers as part of the problem, the profession suffeeatral Bank Of Ireland,

2011) No reliable andvalid evaluation method exists for the measurement of
professionalism or being professionalany medical programmesvaluate professional

behaviour as part of clinical performance, and it is through assessment that they can
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ascertain the success of pragames promoting professionalism. Some studies exclusively
focus on measuring professional behaviour, in and of itself, by using a comprehensive
definition of professionalism (Arnold, 2002)The ability to accurately measure
professionalism detects extrensgdehaviour, provides feedback, assists the tailoring of
education and the results of educational interventig@tern, 2006) There is no

measurement instrument available to test the professionalism of valuers.

2.4.7 Theme Six Challenges to Professionalism

Selfregulation is a basic tenet of all professions, in today's world people are more sceptical
of expertise, conflicts of interest are reporteften online)andunderstandably the public
demands greatdransparencyProfessional responsibilities in a complex and contested
work environment are constantly being reshaped by a changing ecoaowmionmental,

and social contexiut many professionals experience an ethical void due to little guidance
from their institutions.(Hill, et al., 2013) Challenges to professionalism are recognised
across authors, and include conflicts of interest, abuse of power, lack of conscientiousness,
and destructive arrogance (Arnold, 2008jhen tere are challenges, the concept of
professionalism can help guide professional behaviour. In Rol up to the financial crisis
selfregulationand the correcting ability of the free market was taken to the extreme, with
very little regulatory control over Wwers and no requirement for membership of
institutions. As there was no framework for the profession of valuer, individuals
adjudicated on their own ability to work in the fiel@hen the challenge came, some

valuers acted unprofessionally.

2.5. Objective of professionalism

The objective of professionalism is to assist professionals to understand, believe in and
develop professional behavioukd/hen a profession is expected to follow the general
principles of professionalism, there is an onus on the individoegbe aware of their
actions and the consequencéblat they have on themselvesciety,and the profession

itself. Professionalism cannot be taughbdelled,or anticipatedlif it has not firstly been
researcheddefined, or measured. An individualvho lacks professionalism can be
identified, inversely therefor¢éhere can be agreement on what indicates professionalism.
Professionalism has evolved in many fields, to be seen as an important raai map

developing a professional identitirere is @ such road map for valuers.
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2.6. The Valuation Profession

The knowledge required to operate in the property market has exgamgdg the focus

on the valuation profession itself, valuation practice and the professionalism of valuers, in
general As the market has become more sophisticated and globally interconrsected

must bethe response. Stories portraying ignorance a@f ¢ h  @aluhtienolgestives,
theory and practice hr oughout Europe during the 199C¢C
the European property markets) directed increased focus on standards, systems and
consistencyAdair , et al., 2005)There is anecdotal evidence of variations in valuation
processem different regionghatare ina variety ofstages of evolving. Some areas (even
within countries) may be more progressive than otarsurban/rural divide in relation

to professionalisncould be expectedhere it is just not practical to have a specialisation
within valuation practice or even pperty services due to the size or spread of the
population.As a consequencsome findthemselves using appraisals produced in the
valuation cultures of several different countries and undoubtedlyevolve preferences

for those which best serve thegadgAdair , et al., 2005)

2.7. What is value?

fiMarket value is a key concept in establishing an informed expectation as to the price for
something, one that is neutral as between buyesaad (TEGO0WA, 2010). Price can

be deined as the actual or factual observed transaction price achthigetharket price
produces evidence for future valuations. Worth is subjective and depends on an individual
propertyéds specific benefit t o aidepvaluet i c ul
is a hypothetical concept which combines both price and worth. The market value is
defined in the Red Book as

The estimated amount for which a property should exchange on the date of
valuation between a willing buyer and a willing seller in arm'slength
transaction after proper marketing wherein the parties had each acted
knowledgeably, prudently and without compulsigRoyal Institution of
Chartered Surveyors, 2010)

2.8. What is avaluation?

Market valuations are widely used forancial statements, regulatory compliance, secured

lending and transactional activity (International Valuation Standards Council, 2010).
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Where a document is relieghon by others, commissioned and paid for by a client, then it
should be consistent wittommon standards, free from bias and undertaken with due
diligence (Sayce, 2007). A market valuation is an opinion as to the combined value of
market price andhe market trendsvorth taking into consideratiorMarket valueis
dependent on the number afylers and sellers actively trading at any particular snapshot
in time andis not a moving picture. A valuation reflects the conditions prevailing in a
particular marketon the valuation date, not an adjusted or smoothed, grésed on
supposed restoratioof equilibrium (International Valuation Standards Council, 2010).
There are many methods to arrive at this figuta@ch range from the highly technical to

the notso (guesstimate). There are methodological variations between valuers, offices,
local ares, regions,and countries. Valuation eccentricities betray ignorance of each
ot her 6s thebry, and practice Adaiet al.,2005. There arefive traditional
methods of valuatiandirect comparison, income approachst approachresidual and
profits methodi these may be used individually or in combination to arrive at a valuation
figure.Market value should be measured as the most probable price reasonably obtainable
on an assét highest and best use on the valuation date (International \dal&tindards
Council, 2010).

To complete a valuation and come to the most probable price reasonably ohtHieable

is certain information that aaluer requires. Some information is basilocation,
measuremengtc; however there is also a requirement for information that is specific to

that particular property. A visit to the property is generally considered a part of that
informationcollection process. Drivby valuations are fast becoming the new trend in
valuation inthe Rol and are frequently requested, basedcost,time, and efficiency.
Information on what proportion of valuations are dibyes, is not yet available.
Information on how accurate drimy valuations tend to bés not available. Drivdoy
valuationswere originally supported bgre-existing baseline valugy valuers who were
intimately familiar with the properfand wereonlyu s ed t o val i dat e t he

guesstimate as to the value of their property.

The requirement for anmp-to-datevaludion report can be waived where the new combined
advance is <75% of the last valuation on file. In this case a Drive by / Opinion of Value
will be obtained(Perm TSB, 2006)
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Drive-by valuations arehowever, requested on properties not previously knowheo
valuer, removing the skilljudgementand experience of the valuer. The pressure on the
valuer to complete these types of valuations is immengéd bank lending panels
consolidating along with a general reduction in instructions. Lending instisuéeen in

the wake of the recession (originally causedpart,by overvaluations of property) are

still satisfied that these types of valuations are consistent with present lending objectives
and wil |l base critical | éndiecgrdéegi sinomps
have notbeeninspectedin an effort to save a relatively small amount of mondye
inference may be taken by the valuer that this type of valuation is not an important tool in
the loan applicatiorand lending decisiqrtherefore given very little attention by the
lending officials. When clients do not understdhd nature of the service, it should
concern valuers, professional bodies andGbgernmentwhose role it is to protect the
public inteest (Gilbertson & Preston, 2005).

The effects of substandard valuations have been witnessed and reacted to in other
jurisdictions. In the UK after th&970property crash, the RICS publishied Red Book.

The USAOGs reacti on (@980)tvastomsisvan licgnsingaatuers. | o a
Lessons were not learng@ermanyin 1994andBangkokin 1997both suffered similar

plights, which exposed unrealistic estimations on assets. Consistent valuation standards
should be the responsibility of thelwation professionals and tovernmen{Gilbertson

& Preston, 2005)n 2008 after some significant growth, Rol followed suit with a property

crash.

2.9. Are valuers professional?

In a society where property has a value, the property market functionsnélfficidaen
there is a mutually beneficial interaction between the variable factors of supply and
demand, availability of credit and legislation. Equilibrium provides a point to decide when
an asset is under or overpriced (Samuelson & Nordhaus); 2G84 markets constantly
moving the skill of avalueris in forming an opinion on this effect (Brown, 1998). There
is no substitute for the skill of a competent and expertevakeier (Gilbertson & Preston,
2005). For the individual, initial value of a propertyaapital outlay (acquisition cost),
selling price ankbr capital gain (profit) are important factors.
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In marked distinction to many financial instruments, real property is commonly
more individual in both its legal and physical nature, less frequently traded, has
buyers and sellers with varied motives, faces higher transaction costs, takes
longer to marketand buy and is more difficult to aggregate or disaggregate.
These features make the valuation of real property an art requiring care,
experience of the specific market, research and the use of market evidence,
objectivity, an appreciation of the assumpgsaequired and judgemeinin short,
professional skills(tTEGoVA, 2010).

Itis the ability taunderstand the context of property investmaditismentof transactions

of individual propertiesrisk andprobabilitiesand touse them within the valuation model

that is required of valuer®rofessionalaluation associations global&ccept that value

of the property forms the foundation for important rational investment decisions and that
accurate valuations shodld at thecentre of the lending decision and there are a specific
set of professional skills required for
experience and theory is a strong reason for studying valuation processes in other countries
(Adair et al.,2005. In theRol we need to insist on good quality valuation as they have a

major role to play in consumer protection (Gilbertson & Preston, 2005).

The elementsof negotiation,compromiseand solution are threads of the complex
relationship that drives the ggerty market in generalA network of positive, neutral

and negativeprofessionalrelationshipsand alliances provide a background to a market

that can be entered into by those with access to funds. Tensions in that specific context, of
a complex process, captures often contrary professional relationships. Positive and
negative relationships can be refled by the range of issues generated by the development

of a profession that has no professional standards. Some believe that in a perfectly efficient
market, technical and fundamental analysis is of no value: valuers should only gather and
report inform#éon; the market price of an asset reflects all tlesv valueaffecting
information (Lusht, 1986; Gau, 198HoweverKi nnar d (1968) obseryv
deci sions are differento from podubtsie bus
specifig unique,and fixed in location. Development decisions require complex forecasts

of net income in dynamic and changing markets. Buyers, especially in residential markets,
are typically only sporadic playerteiri n t
deci sion behaviouro, with four additional

risk and goals risk (Ibid). Speculation occurs when the tendency of optimistic behaviour
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to reinforce itself builds confidence in the marketplace andesdéaédback processes that
generate higher and higher expectations about the future. Speculative bubbles are highly
sensitive to external events and can thus swing wildly as such events occur (Xiao, 2010).
If (as many commentators believe) valuations playntegral part in the workings of the
market and as a result influence prices, liquidity and the recorded performance of the
property market, then by influencing the behaviour of other players in the market
valuations influence the market itself, as netskare a product of those who operate within
them. Consequently, there may be a more complexwso feedback relationship,
whereby valuations influence the price formation process, which in turn influences

subsequent valuations (Baum et al., 2000).

The practice of professional valuers was identified in the UK as a contributory factor in
the house price coll apse of the | ate 198C
supports a | arge amount of f i naanompatant act i
component of collateral for loans, valuation reports in the wider public interest should be
performed to the highest standardso (RI C¢
the public interest that the State prevents repetition of ittendial crisis by raising
professional standards and placing due diligence requirements on credit institutions. It has
also been shown that there is an association between lower risk factors and robust

valuations:

filt has been a common feature of theperty cycle for very many years that it is
often driven by lenders anxious to secure their loans on property. In these
circumstances it is of wider interest that valuers should be providing robust,
objective figures and valuation advice in order to rezltice chances that the
market becomes owero r r o (Whe Working Party, 2002).

Professional, objective and robust valuations free from the influence of clients are a

necessary component of credit risk assessment and control, while also acknowletiging tha
the client has information, expertise and experience that may assist in more accurate
market valuationgLevy & Schuck, 2005)

2.10. Accurate valuations

Although there are other methods of valuati@seatially real estate \aations are based
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on comparable evidencand fundamentallyrequirethe correct identification, analysis
and application of that evidende produce accurate valuations that can withstand scrutiny
from the client, the marketind the courts (RICS, 2013). According to Baetral (2000),

existing research generates the following hypotheses:

1. Valuations will be based upon the previous valuation plus or minus

perception of change.

2. The perceived changes, unless the subpéotery reliable transaction

evidence, will be conservative.

3.  Valuations will be affected by procedures and precedents of a statutory and

regulatory nature.

4.  The results of legal judgements will be a powerful influence on valuations.
However Baum etal. (2000) believethis research omits the potential influence of the
client commissioning the valuatipand the transaction which might follow, with markets
producing pricesand valuers producingaluations as if valuation is an independent
processand the valuer acts as an objective commentator or scorekéeple. period
1987 to 1994after a period of dramatic volatility in the property market, there was an
increase in litigation sparking the Mallison Repaiong with the evolution of the conpe
of valug and the definition of valye practitioners have developed vaion
methodologiegsbut for anywaluationto have validityit must produce an accurate estimate
of the market valuenkestors trade or retgiaon the basis of their own perceptiof their
own yield requirementhese will differ from investor to investand n a perfect market
where there is complete information available to all playerse isanalysed in a uniform
and consistent manner by all participartse result would beonformity in opinions of
price however price sits in a wider set of possible values ascribed by individiladsole
of the valuation is to model the thought process underlying the calculation of(&d&h
, et al., 2005)Accuracy is of interesbecause of the reliance on valuations as proxies for
actual selling pricedut clients have economic incentives to influence valugtioresder
to maximise assdiased feesor increase loan to valu@letcher & Diskin, 1994)
Opportunities arise to develop competitive advantageshe areas of information
gathering, the interpretation of market data and valuation techn@legyy & Schuck,
2005)and this could potentially interfere with the valuation procasslients can merely
discontinue hiring a particular valuation firrhthe results of that firm's valuations do not

satisfy expectations.
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Although ttere is an increasing level mégulation and guidancen good practicehis is
set gainsta reluctance to pay adequate fesunderpin the provision of an improved
service(Adair , et al., 2005)

2.11.Is There a Valuation Culture?

It has beesuggested from within the lending professibiat valuation instructions reflect

the circumstances of a given lendatra point in timebased on their financial strength,
market projections, willingness to lerahd attitude to risk (Real Estate Initvat, 2009).

In markets that are mostly locally dominated (few outside investors), local perceptions of
worth and their pricing methods will dictate the tréAdair , et al., 2005)Which Coakley
(1994)expressed as:

Price= (local valuatiorpractice local user worth)

This led Alstairet al (2005) to foreseetwo distinct sets of valuers: International
consultants applying international methodsand indigenous valuersoperating in
provincial marketstherefore in markets not favoured by investors, indigenous methods
may persistA practitioner in one countr may misinterpret the valuation process in
another Alstair et al(2005) concluded that there was a problem with the cultural nature
of valuation that needs to be understood in its cultural conteith different dynamics
including property use, which may have profound repercussions on the practice of

valuation.

2.12 Professional competency

A combination of knowledge and skilis the basis of a competent practitioner. In the
context of property valuation services, msgional or technical competences are reflected

in the quality of individual experts, their technical competence, knowledge resources (local
knowledge) and experience, which require expertise. A lack of knowledge (technical and
experiential) may lead tolgtal issues. The interaction between professional competences
and the resultant ethical behaviour is succinctly modelle&igare 2, Professional

Competence:
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Figure 2: Professional competence:
Source: Kennie et 2000

Therefore, knowledge, ability and understanding of the wider business context in
combination allow ethical decisions and behaviour, resulting in professional competence
(Kennie, 2000). Knowledge and skills can be and are evaluated, however professjonalis
which may be a combination of values and behaviours, presently may only become evident
in stressful realife practice situationsand unfortunately, those values and behaviours
may be in the form of unprofessional conduct. Adequate performance orshests
technical knowledgeandthere appears to be an assumption (as evidenced by a lack of
focus on professionalism) that if you are technically competent then you will behave

appropriately.

2.13.Context-based professionalism

Professional responsibilities in a complex and contested work environment are constantly
being reshaped by a changing economisjironmentaland social contexHill, et al.,

2013) Many professionals before they are fullgdhsed are aware of an ideology
surrounding professional practice, a for
ethically,and professionally. The reality is that professional bodies produce codes of ethics
and expect members to adhere to those ¢dwbegever if a professional is not a member

of a professional body they will not have access to or knowledge of those codes, as
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the case for many Property Service Providers in the Rble wording of those ethical
codes is important as they may form a basis for the future professional behaviour of
professionals. As daily practise differs from one situation to the next some forms of
professionalism are context dependent (Stern, 1986en two specific professional
values are in conflict, it is not always predictable which of the two values will take

precedence (Ginsburg et al., 2000).

Research by Baurat al. (2000) has identified a presumption underlying much of the
academicworkiho property valuation undertaken e
presumption of the independence of valuations from the market price setting process. This
Il ssue remains controversi al and unresol v
reseach and commentary has ignored tieatworld context in which valuations are
produced and usedo. Bal | ( 2 OahAarguedhisssagr e e
misunderstanding of the analysis of economic modelling, which uses rationality as a
working hypothesis. Consequently, there is some debate and scepticism within the
property modelling literature about the accuracy of models in explaining and forecasting

property markets.

Property markets are not easily analysed because, conceptually, a large ofuieditures

may have to be taken into account. There is a whole series of interlinked markets with
various limitations on the information available to the agents operating within them (Ball,
2002). Further complication is caused by the role of regulatnd the existence of varied
institutional frameworks associated with the development, financing, and ownership of
property. Buyers and sellers do not simply come together to strike a bargain but are usually
required to get independent valuations asragidhe transactions process, and it is widely
accepted that such valuations affect market outcomes (Matysiak & Wang, 1995). As
property markets are imperfect, data is ofteavailableand many valuations are based

on assumptions which makes them hyglebntextual, as human behaviour is more
multifaceted and context dependent than a dualistic conceptual schema of rational and

irrational will bear (Guy, 1999).

Any organisation is identified, both internally and externally, by its organisational ethics,

which can be defined as the articulation, application and evaluation of its consistent values
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and moral positions, which are derived and developed within an organisational, culture
consistent with its expectations and the goals of the organisasotng are actually
practised (Smith & Drudy, 2008Jhere may be guestion of independence in the context

of conflict of interestwhere the agency interests of consultancies may conflict with their
valuation and market research servi@parationof theseroles maylead to difficulties

in valuers acquiring not only transactional data as the basis for comparative valuations
(whichis not the only method ofaluatior), but also in understanding the forces driving
priceemaking, which should be reflected in treduationprocessValuationsare generally
regulated by a means of professional liability case law, guidance from organisations and
Government, different regions vary the amount of weight given to these. The influence of
the RICS (Royal Institution of Gimtered Surveyors) has grown in many countries,
especially across Europthereforevaluation processin the UK are established with
significant procedural and methodological developments, howeatonal valuation
processes different countriexleaty show that geographically close countries, sharing

a Western European cultural heritage, have developed valuation processes in response to
common needs which, although similar in many ways, still display diversity in methods,
definitions and sophisticatn. The educational background of the valuation profession
varies enormously throughout countrieewever as an evolving professioaluers face

the prospect of greater commonality in professional qualification, education and training
(Adair , et al., 2005)As the profession matures the needhstdil an innate understanding

and requirement for concept of professionalism to guide professional behaviour becomes
more apparent. The alignment of the profession with client needs and the wider needs of
society is a priority. Professionalism in the context ofrkea mechanisms requires
personal responsibility for ethicabehaviours and proven performance as built
environment professional s can vaound(dudi,ger ¢
2010) Built environment professnals need tohalleng andnnovate with a strong voice

in publiclife, making ethical behaviour the catalyst for chaagd progresgHill, et al.,

2013)

2.14 | apses in professional conduct

The Courts have seen many claims é&yders against valuers for overvaluing property
taken as security for loan transactions and the principles to be applied to such claims are
well establishedNegligence cases oftéollow boom, bust cyclg as overheated markets
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can lead to overvaluatiorend subsequent financial difficulties can lead to increased

borrower defaultl t has been established that a v
appropriate degree of skill and care exerci3el.e cor e el ement of a
basedonamasterfo a compl ex body of knowledge and

members of a profession who are governed by codes of @ihigsss, & Cruess, 2012)

The Bank of Engl andd sonchideddortributhg fak&torsntgthep a p e
global financial crisis as; inadequate or flawed regulation, superyisionboth;
underestimation of the riskiness of securities created with financial engineering; flawed
assumptions regarding house prices and too loose mppetay (Aikman, et al., 2018)

This was not just the case globally, in preliminary research completed by NUI Galway for
the then Minister of Finance, Brian Cowérwasstated

It appears clear however that bank govearoa and risk management were weak

- in some cases disastrously so. This contributed to the crisis through several
channelsCredit risk controls failed to prevent severe concentrations in lending
and property- including notably on commercial propertyas well as high
exposures to individual borrowers and a serious overdependence on wholesale
funding. It appears that the internal procedures were overwritten, sometimes
systematically. The systematic impact of the governance issues crystallized
dramaticallywith Government statements that accompanied the nationalisation
of Anglo-Irish Bank.(Regling & Watson, 2010)

Some governance events were already under investigation. There is a need to probe more
widely the scope of governamdailings in banks whether they were of a rather general
kind, or apparently in a few instances, connected with very serious specific lapses and

whether auditors were sufficiently vigilant in some episofRRsgling & Watson, 2010)

Regling and Watsor§2010) were concernedvith the incentives for loan officers to
increase a bank's market share, with many supervisors faced with complex assets and
operations. Banks had the ability to work around specific rules so moved to rely more on
the banks own risk assessment systems. This allawedousuild-up of vulnerabilities

due to the change of approach among regulators and supervisors. In Europe, there was a
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realisation that micro financial risks need to be addressed by macroprudential supervision.
Regling and Watson believe this pomt® issues of supervisory cultuta.some cases

LTV (loan to value)f 100% which is not sound practice under any prudent assessment of
the risks for future economic growth and property price developmReging and

Watson (2010) found failings of supervisigna supervisory culturewhich was
insufficiently intrusive and staff resource®reseriously inadequate for the more hands

on approach thatwasneedecthd a seri ous | ack Dshouldbki | | s
establishedhow and why internal checks and balances failed whether supervisors

perceivel the lisk and why the response of the supervisors was not fomefulo .

Evolving professionalism is@mmitmento the highest standards, competendegrity,

the promotion of their PpAllprofessopalsane exposed t h
to situations that challenge their abilities to act professionally and even when lapses in
professional behaviour argentified, there is great reluctance to rejoi®insburg et al.,
2000).Professionalism can be understood as a set of values and corresponding behaviours
that address the concerns of society, in this way when exposed to challenges the default
will be high levels of ethical decision making. This isesponsibilityowed to all the

participants in the property market and their profession.

To enhance the professionalism of valuers there is a need for consensus on the role and
control over those whare eligible to describe themselves, and practise as, professional
valuers. Valuations have become more onerous, with reports carrying the need for
increasing amounts of information for very little fee. The property boom, with its reduced
perception of rik, caused a concentration on spesudl costrather than quality for
valuation reports. Some lenders have valuation panels whichnasmme cases
consolidating, however the focageds to be oguality. Pressure exerted by lenders is
unacceptable, with dre-by/desktop valuations daily becoming the norm. Members of
SCSI(Society of Chartered Surveyors of Irelaadd recommended not to complete drive

by valuations unless they hagempleted a fullaluation report orthe property in the

recent past, but ére are still those who are without codes or regulations and lestilers

tend to seek these out and makeof them.Valuations are labour intensive and providing

a good service will depend on the fee. The temptation by lenders to reduce costs should be

resisted at every opportunity so they receive the best information (Adair et al., 1996).
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Generally therehas beemo significantreportedincrease in claims against valuers as
analysts are trying to distinguish between the drop in price or incompetiethesvaluer,
resulting in lack of accountability. Very little research is available on the nature and extent
of the lack of professionalism with, to date, the only evidence being anecdotal. There is a
general acceptance that eventually valuers will diled to task; this may result in the
courts having to decide where the negligence lies. The fact that |egallgcceptable to
decide on oneds own ability to Valoespnl et e
Ireland should beequiral at a minimumto hold a recognised and relevant professional

qualificationandt he t er m o6Val uer 6 s lpofaskiahal standadie f | n e

Forced, begrudgingly, to pay for valuations they do not \(s&@n often as something the
lending institution reque), clients will seek thdeast expensiverovider, causing a
downward shift in fees and quality (Gilbertson & Preston, 2005). When client
requirements are raised and the end user acknowledges that a credible valuation report is
an essential and importaobl to facilitate investment, taxation and lending security, then
unqualified advice will no longer be accapke The valuer in the Rol has a role to play in

this, by insisting that the area of valuation be deemed as one worthy of definition at the
very least, withdefined knowledge, skillandlength of experienceeeded to justify the

title in an effort to follow other jurisdictions by separating the role of estate agent from
surveyor (valuer). 6Qualified kedBluaBookdé i s
(TEGoVA, 2010), but any improvement, however basic, would be welcofftesl.
following statementwhich could be an added adegal requirement for all and every
property service provider to include in advice on value of any psgpeould rasethe

barand leave those providing valuations in no doubt as to where they need to be

The valuation basis is market value, conforms to international valuation
standards and was arrived at by reference to market evidence of the transaction
prices for smilar properties. All the valuers listed above are qualified valuers
who hold a recognised and relevant professional qualification in valuation and
have recent experience in the relevant location and category of the properties
being valuedNewswire Europd.imited, 2007).

2.15Valuation practice in Rol, prior to 2008

The framework under which valuers in the Rol practicgaito theproperty crash i2008
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and furthemuntil 2012 was not fit for purposelhere was something wrong, why in such

a modernprogressive marketwasré there a push foinstitutional reforms,better
guidelines and structures thatipported thevaluation professioh Could it be that
valuation was not viewed as a profession of itself but rather, a service that could be
supplied byany estate agent, not one that is distinguished by a body of technical
knowledge that requires extensive training, development of competence and personal

experienceZould professionalism be the paradigm shift required?

Pre 2008, ere were two professial bodies to which an estate agent could choose to
become aligned, neither of which recognised valuation as a speciality, and there was no
requirement to be a member of either. The regulations that covered entry to the profession
of estate agent did natclude educational oexperientialrequirements. Many valuers
during t he 0b thelimvahcevanathel@ftice wasregeired to bdicensed)

so were not known to any higher authorignecdotally, vith so little to lose (as many

had no profesonal identity) and napparentomprehensiofunknown, unknowns)f the
devastatiorthey could and eventuallyould causgby consistently confirming the sale
price, or above, in a booming markehefe was no avenue to complain as it was perfectly
legal although obviously ethically questionable. As eathad no professional identity,

it was |l argely accept edwas qualified, Ghkillady andh e  w
knowledgeablesometimes even those without licenaed & housing market cycles are

linked to the macroeconomjs hal far reaching consequences.

2.16.Irish economy

Il relandbés 6Celtic Tigerd economy grew ma
GDP per person, Ireland went from the 22nd richest country in 1997 to the 5th richest by
2007 (I nternational Monet ary Fund, 2009) .
depended on low interest rates (available credit), the property sector (supply) and
speculation by individuals (demand). Government policy was to stimulate economic
growth and suppblending and borrowing (O'Sullivan & Kennedy, 2010), and, crucially,
tax deductibility for mortgages, significant and distortive subsidies for commercial real
estate development, and no property tax (Regling & Watson, 2010). Over this period, the
cumulatve growth in rental values on all commercial property was just 7.4 per cent,
compared with 46.2 per cent for capital values (Woods, 2007). The correction came in
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2007, interest rates increased and internationally economies suffered throyayimsub
lending. By 2008 property prices in the Rol had declined; a downward slide which
technically came to a halt when Ireland exited recession as the economy recorded growth
in the second quarter of 2013. The overall force of the housing bubble and bust impacted
heavily on both propertyrelated and norelated sectors. Figur& Average real price

Ireland shows the steep rise in average real price from 2002 to 2007 and thereafter a steep
decline.
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Figure 3: Average real price Ireland
Soure: Duffy et al., 2012

Theaftereffectso f t hi' s O0boom and bust dramatic $heckso n  t
received in the Irish property markets had consequehaebad to be worked out over a
period of time, which waproved to belengthy given the illiquid characteristics of
property.

2.17.The Property Bubble

In the Rol rapidly rising property prices, a construction boom and the worldwide loosening
of restrictive leding practices resulted in a property boom, 20@D06. The country

appeared to be well placed to cope with a gross@EiR ratio in 2007 of 25 per cent and
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per capitawealth o f 0 9D thed context of legalities, fiscal regimes, economic
interactions,political interference, societal values and expectatiofiter( colloquially

t e r rthe Amedcan dread) types of land use, upwaahly rent reviews, large privately
owned housing stock and famifyn businesses, there was increased amounts of available
collateral caused by a reduced perception of risk by lending institutions. Expected capital
gains meant that actual yields were ignored. Wages increased due to a high level of
employment. The result was a real estate bubble. Bank lendingtorthi&ble continued

i n an effort to prevent | osses from mater
performance is no predictor of future per
stabilised, shortly thereafter the rapid growth became mwegatid a crisis followed.
Construction, which accounted for&dper cent of national income, had increased to 15

per cent at the peak. Bank lending had funded the construction boom, lending 40 per cent
more to developers alone in 2008 than to everyoneiand in 2000and as rartgages
have a strong i mpact on house princesed, wi
by 01.13 (Kelly, 2009).

I n 2007 Ilrelanddéds economy was not in as
had thought. At the heart of this, was an extraordinary housing bodnireland was
heading for a slump regardless of the international rece§dibelan, 2014)Against
fundamental factors house prices wexervalued(Kelly, 2007) Ireland was the most
severelyaffected countries globally for threeeasons:a homegrown banking crisis,
uncompetitive wages andaxtstructure dependent on the continuation of the boom. In the
heat of the boom the basics were missedatiax systens, wage controls andhe
regulation of banks and their lending practi¢lgdsnohan, 2009)

2.18.The Aftermath

Although Ireland is no longer held tightly in the grip of recession, grasathexpected to
beslow and gradual (International Monetary Fund, 2010). A recession followed a property
boom then bust. A lethal combination of many factors caused the bubblstotlr the
tipping point, according to Olivier Blanchard, Chief Economist, being basic lack of
regulation (International Monetary Fund, 2010), whi@s glaringly obvious in hindsight,
specifically in relation to lending practices, loan security valuation and over inflated
pricing in the property market. Instability caused by the abrupt ending of such housing
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market bubbles highlights the importancedefveloping policy instruments to manage
housing markets and to prevent dangerous bubbles from emerging (Conefrey & Fitzgerald,
2010) Valuation standards for all valuers in the Rol in the context of the global economy
and what the literature says aboutrible played by property valueissan area of concern

A scathing report issued by the Central Bank of Irelmlehtified a culture of loose
institutional lending policy in the Rol and weak valuation practi@d.1) Based on
inaccurate or inappropriate definition of valuation requirements by credit institutions and
subsequent inadequate assessment and understanding of valuations received (Central Bank
Of Ireland, 2011), banks continued to ease loan conditions sucixasum loarto-value

ratios (Honohan, 2009)n spite ofrecenteffortsto regulate estate agents (now termed
Property Services Providerdy relevant professional associations and the Property
ServiceRegulatoryAuthority, the role of the valuation pra&fgonal in Ireland has not yet
fulyevol ved, i n part du dnthe pastntributehtod thedailedo n ¢

banking system and lending conventions.

2.19.Inadequate risk management

Pre the market crash (2007) there was an extraordinary digengat between reality and

the dream of future returns in the Irish property market. Its root cause can, according to
studies by both O6Sullivan and Kennedy,
in inadequate risk management practices of the laslkdand the failure of the financial
regulator to supervise these practices effectively (O'Sullivan & Kennedy, 2010). The wide
reaching crisis has been the consequence of complex interactions of varying factors and
there is a risk that negative experiexiceuld be repeated if those experiences are not used
as the basis upon which policy reforms are made (Humea & Sentance, 2009). In the context
of Europe, the challenges faced by the citizens of the Rol were greater due to many factors,
including weak valugon processes (Central Bank of Ireland, 2011) that appear to have
fanned the flames of rapid property price declines, causing temporary shocks for corporate
wealth which have magnified and lofagting effects on the economy (Bernanke &
Gertler, 1989). Ufortunately, a combination of sharp asset price increases and high credit
growth may be an indicator of subsequent episodes of financial instability (Borio & Lowe,
2002).

Errors of judgement in bank management and governance contributed centrally
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tolrelandds financi al crisis. I't seems t
bankso6 internal ri sk matesingdhmaseessmenh ar
of credit risks; and in some cases major lapses in the documentation of loans

and that these were faxs that allowed vulnerabilities to devel¢Begling &

Watson, 2010).

The Central Bank of Ireland pointed to inadequate valuation processes and standards, or a
disregard for adherence to such processes, as a weakness in the valuation process (2011).
Thek ey findings of t incudeCoafiictof istdrest Arad thie gses of r e p
inexperienced and unqualified valuers. Ireland as a country has faced the need to stabilise
spiralling debt in theftermathof the banking boom and bust and as propestyations
contribute to the lending process and has an important role in individual lending decisions,
there is a requirement for valuers to be experienced and qualified. The chair of the UK
Independent Commission on Banking in 2011 placed real estateaind centre of their

financial crisis.

The shock from the fall in property prices, even from their inflated levels of a few
years ago, should not have caused havoc on anything like the scale experienced

€ Rat her than suf f er adseyerecaveathprehatexpasedas t o
damagingly rickety structur@/ickers, 2011)

2.20Valuation culture in Ireland?

The desi gn aptdquoite recentadoulde andvas applied to any person who

held a licence (statutory requirement to be licensed) to aenhastate agentPfoperty
Services Providgin the Rol. ltwas and still can beft up to the individual to adjudicate

on higherown ability to carry outaluatian serviceson a caseby-case basis. Each lending
institution has differing criteria for which a valuer (which could be read as estate agent in
this instance) can be acceptable for the purposes of assessing the market value of any given

property. Theravasno distinction between an estate agent and valuer in the Rol.

2.21Licensing requirements in Rol

Until 2012 the regulations under whiektate agenfsracticed were one and the same for
valuers Historically, the property market in Ireland has been signifigesitaped by a
prevailing characteristic of complex and unequal access to critical resources (from an Irish

perspective, land is the most fundamental of those resources) and more recently
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government policies. In the years prior to and spanninigdberandbustperiod, property
professionals worked within a policy framework which was established in 1947 and
remained almost entirely intact until 2012. Historically, auctioneers and house agents
(estate agents) were licensed by the Revenue Commissionerghedeictioneers and
House Agents Acts, 1947 to 1973. Figureand 5 illustrate the education and skills
required to be licenced as an auctioneer and house(&gelitionally in Rol the title held

by estate agents, valuers and those who auctioned propedtherwise, including
machinery,animals,and artwork)between 1947 and 2012. Valuers are not specifically

recognisedn the legal requirements covering all property related professionals.

Figure 4:Licensing requirements 197 - 2012 Ireland

Source: (Auctioneers and House Agents Act, 1947 to 1973)
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