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Abstract 

he effect of rental values on commercial 

property development cannot be 

overemphasized. The upward increase in 

commercial property development in some areas of 

Minna Metropolis, without a upward increase in rent 

in Niger State has necessitated this study. the study 

sampled 120 commercial properties both shops and 

offices across the study areas. the study utilized 

closed ended questionnaires and adopted both 

descriptive and inferential method of analysis. The 

result of descriptive analysis revealed that 

commercial shop properties comprised the bulk of 

commercial property in Minna  at 81.43% and the result 

further revealed that 

rent/m2 of offices is higher 

that rent/m2 of commercial 

shop property. The result 

of simple regression 

revealed that 65% variation 

in number of commercial 

shop property 

development in Minna is 

significantly influenced by 

the trend in rental value of 

commercial property. The 

study further found  that 

62% and 66% variation in 

number of commercial 

office property 

development in Minna is 

significantly influenced by 

the trend in rental value of 

commercial property. 

   

Introduction  

eal estate has continued to play a substantial role in man’s development.In 

the world over; the assessment of real estate investment either residential 

or commercial has become pertinent. As a result of the ongoing changes 

in the global and local economies, the need arises for a careful consideration in the 
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investment decision making process (Udobi et al., 2018).In recent time, investors 

in Nigeria have begun to explore strongly into real estate marketing and 

investments which often represents the single largest investment (Davis and 

Palumbo 2008).  The demand for retail commercial outlets has risen immensely in 

most urban centers in the country and this has been attributed to the economic 

recession which has led to the increase in trading activities by both unemployed 

and public servants (Udobi et al., 2018).Hence, investment in real estate has 

shifted from residential property to commercial property development in most 

towns and cities in Nigeria. This is because of perception of Nigerian property 

investors that commercial property commands higher rents in the real estate 

market (Udobi et al., 2018). The effect of rental values on commercial property 

development consists of both natural and artificial factors. Natural factors include 

population growth, effect of expansion as a result of wars, flood, diseases, supply 

of land and landed resources. On the other hand, artificial factors include 

economic factors (effect of market forces of demand and supply, closeness to 

work place, environmental factors, infrastructural factors, cultural and religious 

beliefs, and government policies amongst others (Toivonen and Vitanen, 2016). 

Commercial property development growth is noticeable in areas where there are 

large foot traffic, population, good market, taste, infrastructural development, 

good government policies,and large migration from cities to semi-urban areas. 

Commercial property in this context consist of development of shops, offices, 

banking halls, cinemas, factories, filing stations among others (Ifediora, 2005). 

Commercial property according to Hoesli and Macgregor (2000) is a building 

which the owner derives benefit in terms of rent. A commercial property investor 

would put his money where there is growth in his rental income or growth in his 

business. If there is no rental growth and there are no signs of rental growth in the 

property in the foreseeable future, then the investor may consider changing the 

line of investment where he is sure of his capital (Klimczak, 2010).  

Property development in Nigeria is influenced to some extent by rental values and 

other internal and external factors. The internal factor affecting property may be 

due to its physical factors such as type of finishes, no of properties developed in 

the area, locational factor, number of square meters available, parking space etc 

and the external factors include economic factors, environmental factors, 

transportation factors, cultural and religious beliefs, Government policies, 

demographic factors of the area among others(Olayiwola et al., 2005; Baltagiet al., 

2015). 
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REVIEW OF RELATED LITERATURE 

Empirical Review of Rental Value on Property Development 

McDonald and McMillan (2000) completed research that most directly impacts on 

this work. They studied the choice of development location for different forms of 

land use (industrial, commercial and residential) in the Chicago metropolitan area. 

For residential development, they found that proximity to commuter rail stations, 

highway interchanges and suburban employment nodes had negative effects on 

commercial development. 

Thorsnes (2000) discusses the effect of development size on the ability of a 

developer to internalize neighborhood externalities. Using empirical work 

conducted in the Portland metropolitan area, he finds that an additional acre 

added to a median size development increases the price of a plot by about 3%. 

Woods (2007) argued that developments in the commercial property market have 

greater consequences for the stability of the Irish financial system. According to 

Woods (2007) maybe especially true in the light of international experience 

regarding recent financial crises in developed economies, the results of stress-

testing exercises and the current historically high share of commercial property-

related lending to private non-financial corporates. Observation made reveals that 

over the period 2003 to 2006, there was a large increase in capital values in the 

Irish commercial property market without a correspondingly large increase in 

rents. 

Scott and Judge (2000) examined the cyclical behavior in commercial property 

values in the UK between 1956 and 1996 using a structural times series 

(unobserved components) approach. The study incorporated influence of the 

transition to short rent reviews during the late 1960s and the short and long-term 

impacts of the 1974 and 1990 property crashes in the analysis, via dummy 

variables. It was found that once these variables were taken into account a fairly 

regular cyclical pattern can be discerned within a period of about 7to 8 years. 

Marc (2016) investigated the constraints to investment in residential rental 

property in South Africa. A semi-structured interview was then designed, and a 

field study was launched, interviewing key residential investment property market 

stakeholders. Quantitative data was used to corroborate the findings of the 

interviews. Participants identified six major constraints to investment in 

residential rental property in South Africa. These include financial liquidity or 

funding; property liquidity; management skills; management costs; the lack of 

investment market information; and legal constraints.  
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Thontteh and Omirin (2014), also identified factors that affect commercial 

property investment performance as property rights, security of property rights, 

ease of access to loans, credit information index, soundness of banks, interest 

rate, access to private capital, private equity investments, REITs market volume, 

crime, corruption, size and liquidity of stock market, stock market capitalization, 

quality of infrastructure, density of road network, taxation, burden getting a 

construction permit, cost of building materials, ease of registering properties, 

human development, political instability, population, direct foreign investment 

and degree of urbanization. 

John (1998) examined how new transport infrastructure influenced property 

values in the South Yorkshire. The study found that anticipation of the 

construction of a super tram led to the reduction of house prices. This is possibly 

because of expectations of the disruptions during the building of the system. 

However, on completion of the super tram, the negative effect on property prices 

has disappeared and the study has also shown that the type of neighborhood is a 

major influence on house prices. 

Ge and Du (2007), discovered that real property has no value if it has no utility, nor 

scarce or effectively demanded neither is the utility derived from the brick and 

mortar alone but in some unique characteristics packaged in its location, 

neighbourhood and infrastructure which are equally desired by the consumers. 

Various studies have examined factors affecting property values and have 

identified the following, location, size, neighbourhood characteristics, economic 

activity, population, transport. Rental value growth rates of commercial 

properties are bound to be variously influenced due to the heterogeneous nature 

of individual commercial real estate properties (Irohamet al., 2014). 

Igbinosa (2011), discovered that factors like property features such as property 

category (detached or semi-detached house etc.) Neighborhood attractiveness 

(highly, fairly or poorly attractive etc.) number of bathrooms, dimension of land, 

the age of property, property type (mansion, tenant house etc.) and 

neighborhood have significant influence on property investment decision. He 

conclude that property developers should focus more on property features as 

they have a greater impact on market values for efficient valuation, improved 

quality of their sales/ purchase decisions. 

Fidelis and Chinedu (2011), in their study, discovered constraints facing real estate 

development investment in Nigeria ranging from shortage of finance, institutional 

factors such as the effect of the Land use Decree and Rent control, edicts, 
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shortage and high cost of building materials, manpower and management 

problems. 

Development projects abandonment as earlier theorized involve the complete 

absconding from accomplishing a project objectives, and when this happen, all the 

social, environmental and economic activities that expects to be supported by the 

new products and services provision are detracted. The general effects are 

assumed to include: waste of resources; declining in property value; loss of 

community and neighborhoods aesthetics values (Efenudu, 2010).  

In the case of the declining real properties and its value, Efenudu (2010) suggested 

that project abandonment affects properties within aneighborhood by lowering 

property values. This value loss or reduction is related to the property total value 

such as the market value, which is the value at which a property would bring when 

determined by the open market. Others are the property value in use, the property 

investment value, the property liquidation value, the assessed value of the 

property, the insurable property value and the property going concern value. Also, 

there is a loss on community and neighborhood aesthetics characteristics which 

the anticipated development projects on completion ought to provide to 

enhancing the built environment. But, the unattractive nature of the property as 

a result of a lack of the needed facilities has remained incessant in the Nigeria 

economy. 

For example, when a building property has been raised and later abandoned, it 

makes no positive aesthetic values,pleasures and contributions to a neighborhood 

instead become eyesores to the vicinity. Further, development projects 

abandonment contributes to the effect of wasted resources and loss of tax 

revenue (Ayodele and Alabi, 2011) to the governments and other groups in the 

economy. Real property development projects are usually capital intensive and 

when abandoned and/or left uncompleted, the expected returns are lost and the 

already capital outlay is apparently wasted. 

Therefore, every development projects should be completed as earmarked. 

However, the study in the following session would investigates and assesses 

through a questionnaire survey the causes of development projects abandonment 

and the overall effect on real properties and its values. Hence, the methodology 

of this study. The causes and effects of these development projects 

abandonments are not just peculiar to a particular reason rather cut across several 

reasons (Ayodele and Alabi, 2011), and as well as creating a total dwindling effects 
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on the values of developed properties located close and within the vicinity. The 

expected prominence of any earmarked development 

projects is to be completed, while at the same time, adding values to the built 

environment aesthetics. Although, development projects are temporary 

endeavors undertaken to create a unique product and services with a defined 

beginning and ending date (Gardner, 2005). 

A real property developed project (housing estates or buildings) though amongst 

the development projects, whether it be tangible or intangible should be capable 

of having values, as well as having the right of: possessions; uses; and disposals; 

excisable upon it. But, these values are related to the type of interest substituting 

in that property and enhanced by the various infrastructures provided. Although, 

the location of the property and demand is equally important but accessibility and 

the availabilities of the infrastructures in the real property location and in the 

surrounding built environment should be of much more significant determinants 

in this study context. Values in itself are not intrinsic (Schram, 2012) 

 

METHODOLOGY 

The population of the study will consist of commercial shops and offices and also 

the number of approved commercial property development in Minna, The study 

collected information on rent/m2 of commercial proportion both shop and offices 

in study areas. Information of the available commercial spaces (both occupied and 

unoccupied spaces) in Minna. Information on number of approved commercial 

property development from Urban Development Board, Minna Niger States will 

also be required. The total commercial properties in Minna from 2009 to 2018 

stood at 187 as ascertained by Urban Development Board. Questionnaires was 

distributed among Estate Surveyors and Valuers in the study area to collect data 

on rental value. 

 

RESULTS 

Figure 4.1 shows the composition of commercial property types sampled in Minna 

and reveals that 91.43% majority of the commercial properties in Minna comprised 

of commercial shops while 8.57% comprised of commercial office properties. The 

implication is that retailing activities were more than office commercial properties. 

Demographic information  Response  % 

Gender Male 97 80.2 

 Female 24 19.8 
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 Total 121 100 

    

Highest academic qualification Phd - - 

 M.sc/M.tech 30 24.2 

 B.sc/B.tech 51 42.5 

 HND 40 33.3 

 ND - - 

 Total 121 100 

    

Professional Status FNIVS 29 24 

 ANIVS 92 76 

 MRICS - - 

 FRICSS - - 

 Total 121 100 

    

Position in Firm Principal partner 59 48.4 

 Managing Partner 37 30.8 

 Senior Estate Surveyor 25 20.8 

 Estate Assistant - - 

 Total 121 100 

    

Year of Experience    

 Below 10years 38 31.0 

 10yrs-20yrs 61 51. 

 21yrs and Above 22 18.4 

 Total 121 100 

 

Figure 4.1 shows the composition of commercial property types sampled in Minna 

and reveals that 91.43% majority of the commercial properties in Minna comprised 

of commercial shops while 8.57% comprised of commercial office properties. The 

implication is that retailing activities were more than office commercial properties. 
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Table 4.2 shows the trend in commercial property in Minna and Suleja which 

operated on higher per meter square from 2009 to 2018 indicating higher rental 

value. further signifies that rent/m2 of offices is higher that rent / square of 

commercial shop property. In other words, commercial shop properties in Minna 

had lower value than office commercial properties. 

 

Table 4.2: Trends in Rent/m2  of commercial property in Minna and Suleja 

((N0,000/M2) 

  Minna (N/M2) 

Years Shop Office 

2009 5.02 9.45 

2010 5.14 9.73 

2011 5.44 9.91 

2012 6.53 11.23 

2013 6.54 11.75 

2014 6.72 12.94 

2015 7.51 13.67 
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2016 7.82 13.87 

2017 7.93 13.98 

2018 8.32 14.03 

Source: Field Survey, 2019 

 

Trends in commercial shop rental index presented in figure 4.3 showed the 

movement in rental value of commercial property investment across the study 

areas. the study revealed that commercial shop properties in Minna overlapped 

commercial office properties in Minna. This indicate commercial shop is 

performing more than office properties.  

 
The number of approved development in Minna and Suleja is presented in table 

4.7. the table the number of approved development annually. Highest number of 

approval was made in 2010 in Minna, and also in 2014, highest number of approval 

was also made in Suleja.    

 

Table 4.7: Total number of approved development in Minna and Suleja  

Year Minna Suleja 

2009 20 23 

2010 48 12 

2011 24 37 

2012 25 26 
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2013 12 9 

2014 13 37 

2015 14 30 

2016 15 21 

2017 14 22 

2018 12 36 

Source: Field Survey, 2019 

 

The result of simple regression analysis presented in table 4.8 showed the effect 

of rental value on the trend of commercial property development across the study 

areas. The result revealed that 65% and 60% variation in number of commercial 

property development in Minna and Suleja, can be explained by the trend in rental 

value of commercial property. In other word, variation in the rate of commercial 

property development is significantly influenced by the value of commercial 

properties in Minna and suleja such that any further successful increase in rent/m2 

of commercial properties will significantly cause 39.5% and 47.6% positive change 

in commercial properties development in Minna and Suleja respectively.     

 

Determining the Effect of Rental Values on Commercial Property Development 

in the Study Area from 2009 To 2018 

Table 4.8 Result of Effect of Rental Value on Commercial Shop Property 
Development 

Market  Model Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. R2  

B Std. 
Error 

Beta 

Minna (Constant) 70.242 19.652  3.574 .007  

Rental 
Index 

.395 .152 .676 2.597 .032 .65 

        

Suleja  (Constant) 74.805 27.012  2.769 .024  

 Rental 
Index 

.476 .232 .587 2.053 .044 .60 

Source: Authors Survey, 2019 (Computed from table 4.2 and table 4.7) 

 

Findings and Conclusion  

The study revealed that the commercial shop properties comprised of the bulk of 

commercial property as presented in Minna  91.435% respectively. The finding 
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further indicates that retailing activities were more than office commercial 

properties. Commercial shops performed better than office properties over the 

period. The study also discovered that 62% variation in number of commercial 

office property development in Minna is significantly influenced by the trend in 

rental value of commercial property. The study further discovered that any further 

successful increase in rent/m2 of commercial properties will significantly cause 

27.1%  positive change in commercial properties development in Minna. Rent/m2 

of commercial property investment across the study areas has caused a significant 

change in the rate of commercial property development and causal effect on 

rental value commercial property is more higher  in Minna. The study recommends 

that investors in commercial property investment should ensure proper 

functioning of the market and its operations, this will enable the efficient market 

performance. This is because performance of commercial property market 

determines the rate commercial development by the investors. Therefore investor 

should be properly guided in commercial investment.    
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