IMPACT: International Journal of Research in ‘S
Business Management (IMPACT: IJRBM) e —_—— =
ISSN (P): 2347-4572; ISSN (E): 2321-886X H ﬂ l’] \,J i {ﬂ‘ L

Vol. 7, Issue 12, Dec 2019, 17-22 —
© Impact Journals

THE IMPACT OF FLOODING ON PROPERTY VALUES

Ebiwari Wokekoro
Department of Estate Management, Faculty of Envirental Sciences, Rivers State University,

Port Harcourt, Nigeria

Received:09 Dec 2019 Accepted:17 Dec 2019 Published: 24 Dec 2019

ABSTRACT

This study reviewed existing literature on the ictpaf flooding on property values. The review fouhdt flooding
impacts property values negatively. However fewdisgirevealed a positive impact. A flooded propéste risk to the
occupier and investor. The study concludes thaidilog is a negative externality to property investin The study
recommends that floods prone areas should be upgitadameliorate the negative impact on propertyugsal and
environment.

KEYWORDS:Flooding, Property Values, Recreational Environnsent
INTRODUCTION

Flood impacts human beings, animals, plants, theralsand the built environment. The consequentdl®ading include
loss of lives, destruction of properties and reiductin the value of properties, loss of livestoaestruction of
infrastructure such as roads, bridges, airportsemand electricity, communication, displacementamhilies, poor health
conditions due to water borne diseases, loss elfitisod and psychological effects. Flooding alspat the environment
positively. The environmental benefits of floodimglude increased fish production, recharge of gdwater resources,

and maintenance of recreational environments. péjr reviewed the impact of flooding on propediues.
LITERATURE REVIEW

Eves (2002) studied sales of residential houséomdfprone areas and compared price movementseeéthouses with
similar houses in immediate adjoining flood procéas from1984 to 2000, which includes the last miégods in Sydney
during 1990. This study period determines what ichgamajor flood has on residential housing priaed whether this

effect is ongoing or decreases, the longer theiarigae from flood affectivity.

Palagi, Patzlaff, Stumps and Kern (2014) analysesmpact of flooding on the real estate valudrrehde city,
Brazil for single-family homes. The results indedtthat property values were lower by 16% for ressil properties
located in flood-prone areas than properties latatéside these areas.

Rajapaksa, Zhu, Lee, Hoang, Wilson and Managi (RDiL@rder to explore the linear relationship thedg analysed
spatial and temporal variation impacts of the Bxigbflood 2011 on property markets using semi-patrierestimation. The
results show that most environmental variables atgpan property values nonlinearly, and in paréidyldistance to the river,
indicating that the amenity value of being close taver outweighs the flood risks. The estimatiérthe combined impact of

elapsed time and neighbourhood income indicatésrtddlood risk impact on property markets disappever time.
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Ebb water consulting (2014) carried out a studyttenimpact of flood hazard on real estate valuesfannd that actual

occurrence of flood and preparation of flood maguoed property values marginally.

Global (nd) research was conducted in Boulder, @diato to examine the after effects of Septemb&B2@vere
flood on the average sales price of homes befadeaéter the Flood between 2009-2014 were compdites study found
that the average price of home inside the floodpleas consistently higher than the homes outsieéltlodplain. Homes

located inside the flood plains were 8.25% highethe average.

The same research study also examined Ljubljaon&ge8ia. Ljubljana, a city that has experienced mégmding
on a consistent basis, was studied based on a flaidook place in September 2010. The averagepnvere studied
between 2008-2014 for homes both inside and outsieefloodplain. In the case of Slovenia, the agerarices were

higher outside the floodplains.

Kummer (2019) conducted a study on the impact afleeel rise on property values in New Jersey shonas
and found that property values along the New Je®®ye are increasing but there was a reductigmaperty values in
the shore towns such as Ocean City, Miami Beach,ISe City, Atlantic City, Avalon, Brigantine, Nibr Wildwood, and

Mystic Island due to shrinking shorelines, floodemyd storm surges

Eves & Brown (2002) examined the impact of floodiog residential property values in England. Thedgtu
revealed the degree of flood effect across counties effect of flooding on residential propertylues, the impact of
flooding on building insurance premiums and possitifficulties in obtaining finance to purchaseidesitial property in

known flood areas.

Donnelly (1989) used hedonic price analysis to eéranthe effect of floodplain on property valuesairsmall
mid- western town and found that home buyers dostdhe purchase price for houses within a floddpidth over 12%
on the average. Lamond University of Wolverhampt@ghool of Engineering and the Built Environment,
Wolverhampton, UK Correspondencej.lamond@wlv.acRrekyverbs University of Wolverhampton, School ofjEreering
and the Built Environment, Wolverhampton, UK & Hamma University of Wolverhampton, School of Enginagrand
the Built Environment, Wolverhampton, UK (2010) ad out a study on the impact of flooding on thiee of residential
property, a transactional analysis of the UK marketl found the impact of flood events to be higtdyiable and

temporary and no effect of flood designation.

Montz and Tobin (1992) in their study found thatikes in the subdivisions along the Trinity Rivez af lower
value than non flood prone houses. They furthgedtthat there is a distinction, both economicatyg socially, between
flood prone and non flood prone properties in Lie€ounty, and both public and private actions haeeved to

perpetuate that distinction.

Yeo (nd) reviewed the effect of flood disclosureppaperty values and found contradictory naturthefstudies. Some
studies have concluded that flooding or floodpld&signation negatively influences property valughkjle others have

demonstrated the opposite. The magnitude, spateiteand duration of any effects are also sesarpsubstantially.

Bin and Landry (2009) found that location withifl@odplain lowers property value anywhere from tiwdwelve
percent on the average. Kropps (2012) stated tleat i some studies did not show an influence enptice of real estate,

results of most studies revealed a negative infleemn the market value of real estate caused bylifig.
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Bin, O. and Polasky, S. (2004) conducted a studyheneffects of flood hazards on property valuesdence
before and after hurricane Floyd and found thatawerage, property values are reduced by an estimag®% when
located in a floodplain. The estimated discounttfi@r floodplain for post-Floyd sales (8.4%) is Erthan the discount for

pre-Floyd sales (3.8 %).

Eves (1999) research confirms the results of easliedies that flood liable property has a lowelugathan
similar property that is not flood liable. Bartoso\Clark, Novotny and Taylor (2000) used GIS toleate the effects of
flood risk on residential property values and thateases in flood risk decrease values for resi@guroperties within the

100-year floodplain.

Ayedun, Durodola, Oni, Oluwatobi and Ikotun (20E)aluated the impact of flooding on residential pamy
value using Shogunro Residential Estate, Agegeoddgtate and the major cause of flooding in thatesis the
construction of illegal structures across drainapannels. The study further revealed that flooddwes not have

considerable impact on the prices of propertiehiwithe estate.

Yeo, Rocheand McAneney(2015) reviewed internatioaatl local literature on the impact of flood risk
information on residential property values and fbuhat properties located in flood-prone land afterodiscounted,;
actual flood occurrence discounted property valaied floodplain designation and its disclosure @béd or increased

discounting, or have no effect, or even reducedadisting.

Aliyu, Garkuwa, Singhry, Muhammad and Baba (201&)iewed literature on hedonic price models of the
floodplain real estate market and found that théeustandable concerns of owners of resisentialgrtpon the impact of
flood risk on long term loss of property value daegely unfounded. Price discounts were observedséone recently

flooded areas but they are temporary.

Tobin and Newton (1986) examined the impact of di@vent on residential land values and opined ldrad
values vary spatially across the flood plain amdgerally depending on the frequency, severity gratial characteristics

of the flood event. They also stated that the negaispect of flood hazard are capitalised in #iee of the property.
METHODOLOGY

Several literatures were reviewed to reveal theathpf flooding on real property values. The in&trwas largely utilized

in this review. Over fifteen studies were revieweexamine the impact of flooding.
FINDINGS

The paper reviewed the impact of flooding on propéne values. The investigation revealed thatdlog largely has a
negative impact on property values except for fawdies with positive impact on property values loofl prone areas.
The review found that actual flood occurrence dadd plain designation reduce property values darsbly.

CONCLUSIONS

The paper examined the impact of flooding on prtypie values. Several studies were reviewed oimtpact of flooding on
property values. The study found that most of theiss agreed that flooded properties experieneglaction in value, while
non flooded properties increased in values. Thempapncludes that flooding impacts on property esloegatively. Flooding

will also lead to vacant properties as occupieioh properties move out. Flood occurrence wakedyldetract buyers..
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