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of analysis. As an example of the use of paired data analysis, consider a 
12-unit apartment building located downwind of a relatively new asphalt 
batching plant. The comparable data is summarized in Table 29.5. Sale 
A is a vacant lot adjacent to the subject that is zoned for an 8-unit apart-
ment building and was just sold for $312,000 ($39,000 per unit). Sale B 
is a vacant site on the other side of town that is zoned for a 12-unit apart-
ment building and was recently sold for $480,000 ($40,000 per unit). Sale 
C is a 9-unit apartment building in the subject’s neighborhood that was 
recently sold for $459,000 ($51,000 per unit). Sale D is a 10-unit apartment 
building on the other side of town that was sold for $540,000 ($54,000 
per unit). Using Sales C and D, an appraiser could estimate the external 
obsolescence attributable to the property as a whole at $3,000 per unit. 
The subject property would thus incur $36,000 in external obsolescence 
(12 units × $3,000). Sales A and B indicate that $12,000 of this external 
obsolescence ($1,000 per unit) is recognized in the land value. The re-
maining $24,000, therefore, is attributable to the building.

An alternative to direct comparison of properties with and without 
external obsolescence is the capitalization of income lost due to the ef-
fect of the externality and, if necessary, allocating that estimate of loss 
in total property value between the land and building components. This 
procedure is applied in two steps. First, the market is analyzed to quantify 
the income loss. Next, the income loss is capitalized to obtain the value 
loss affecting the property as a whole. If the income loss is anticipated 
to last for the economic life of the improvements, it can be capitalized 

 Table 29.5 Direct Comparison of Sales Affected by Externality

  Subject Property Sale A Sale B Sale C Sale D
Property type Apartment Vacant site Vacant site Apartment Apartment 
  building zoned for  zoned for building building across 
   apartment use apartment use in subject’s  town 
     neighborhood 
No. of units (or units  12 8 12 9 10 
 allowed by zoning)
Sale price — $312,000 $480,000 $459,000 $540,000
Price per unit — $39,000 $40,000 $51,000 $54,000

Location Downwind Adjacent to Across town In subject Across town from 
  of asphalt subject property from subject property’s subject property 
  batching  (affected by property neighborhood 
  plant externality)  (affected by 
     externality) 

Locational effect  $36,000   -$3,000 per unit Unaffected by 
 (total property) ($3,000 × 12)    externality

Loss in land value  $12,000 -$1,000 Unaffected by 
 (land) ($1,000 × 12) per unit externality

External  $24,000 
 obsolescence  ($36,000 - $12,000) 
 (building)


