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Abstract

Urban property markets are dynamic and continuously
changing driven by social, economic, infrastructural,
and demographic processes. In particular, commercial
property markets are sensitive to changes in demand,
capital flows, and local market conditions, resulting in
changes in rents and patterns of business activity.
Hence, the goal of this research is to assess rental
variation on Commercial Property Market in
Abeokuta, Ogun State, focusing on Kuto and Lafenwa
areas. A descriptive survey was used, with a
questionnaire serving as the data gathering tool. Every
fifth shop in a row was chosen using systematic
random selection technique, and the occupants of the
selected shop were administered a closed-ended
questionnaire. The research findings revealed that
despite the inadequate provision of some basic
facilities like electricity supply and fire safety
measures, rental values steadily increased in both
markets, indicating sustained demand for commercial
property. It was found that location was the most
important factor in determining rental value. While
demand and supply factors exerted more influence in
Kuto, accessibility, particularly through rail transport
was a much stronger factor in Lafenwa. The study
concluded that there was rental growth in both
markets, but the key drivers varied considerably by

location, and it suggested that investors consider
upgrading the market facilities and be mindful of the
market environment and factors that influence rental
value to ensure optimal performance of commercial
property investments.

Keywords: Commercial Property, Market, Rent,
Variation.

1.0  Introduction

Ojetunde et al (2013) noted that the study of rental
variation in residential and commercial areas is
imperative when investment performance analysis is to
be carried out. Chin (2003) had earlier pointed out that
the continuous change in pattern of property values in
developing countries of the world makes the appraisal
of rental values within its characteristics a necessity for
achieving an accurate forecasting.

Ozyurt (2014) posited that the commercial property
market is generally responsive to macroeconomic
activity, while Kuryi-Wysocka et al. (2014) noted that
the changes with their trajectory in the property market
need a detailed analysis of the effect of both market
and non-market elements. The slightest change in
property value may cause a big random shift in other
elements of the real estate market system, as noted by
Radzewicz et al. (2011). Accordingly, Radzewicz
(2013) noted that the property market is always

changing due to the actions and conduct of market
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players as well as the impact of external factors, and
that rent increase always have an impact on all kinds

of real estate, albeit to differing degrees.

According to Anderson and West (2006), since
commercial structures are primarily constructed for
business purposes, changes are more noticeable there.
While Higgins (2007) noted that a commercial
property rental model created for one locality may not
be suitable for evaluating the rental performance of
commercial property in another due to differences in
important rental determinants, Udoekanem et al (2014)
also believed that rental growth determinants differ

from locality to locality.

Harvey and Jowsey (2003) had observed that there are
disparities in commercial property rental prices. This
observation is based on the fact that in urban areas
where the central business district has maintained its
appeal, economic strength, and viability, the district is
almost always located close to the city's transportation
and traffic hub and at locations that are convenient and
accessible to a large number of people. This creates the
possibility of high volumes of retail and other
commercial activities, which in turn justifies intensive
land use practices, high rents, and high land values. Put
another way, locations nearer the central business

district often have the most lucrative usage choices,

=

have the highest site values, and fetch the highest rental
prices. As a result, there is a lot of bidding and counter-
bidding between users and operators for the sites
because of the economic potential accessible to users.
This procedure often leads to patterns of commercial
land use where office and retail space are distributed
based on the different operators' ability to pay rent.
Due to constant changes, such as growth or changes in
rental rates, this pattern is seldom stable. Therefore, the
primary focus of this study is the commercial property
markets in the Kuto and Lafenwa central business
districts of Abeokuta, with the aim of examining the

causes of rental variance.

2.0

While rents passing on properties are shown to be

Literature Review

influenced differently by the variety of real estate, any
ongoing pattern or change in the general direction of
the real estate market is considered a trend (Shapiro et
al. (2009). The rental value of such a property may be
influenced by a variety of intrinsic and extrinsic
factors, including the property's class, age,
construction details and finishing-material quality,
number of storeys, size and form. Enever and Isaac
(2002) previously stated that the size of an office or
retail space increases with quantity as a common item,

and the size of office and retail space has some impact
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on the rental pricing of such properties. However,
Shapiro et al. (2009) make the straightforward claim
that a commercial property's occupants are more
prepared to pay rental rates if it can earn more per
square meter. McCartney (2012) also estimated a rent
determination model for the office market in Dublin
based on a two-stage error-correction mechanism that
involved estimation of a long-run equilibrium rent
equation and a short-run rent adjustment process. Chin
(2003) examined the

movements of office rental rates in five Asian cities of

relationship between the

Singapore, Hong Kong, Taipei, Kuala Lumpur, and
Bangkok over the period 1988-2001. He found that
changes in floor space and prime lending rates were the
main determinants of office property rental values in
these cities. While the short-run model showed a
relatively modest rate of rent adjustment in the Dublin
office market, the long-run analysis showed that office
demand in Dublin is comparatively inelastic. He
concluded that various variables affect rental increase
in different localities.

Nwuba (2008) assessed office rental movements in the
central area of Abuja, Nigeria from 2000 to 2007 in
order to calculate rental growth rates. Whether the
rental growth rates were substantial and whether there

was a significant gap between the rental growth rates

[

and the CPI inflation rates were the main issues that
were answered. According to the findings, office rents
continued to rise over the research period, but at slower
rates than the overall rate of inflation. Although there
was no discernible difference between the growth rates
and inflation rates, rental growth rates were reported to
be statistically significant. The movement of office
rentals showed a strong positive linear connection with
time, which may suggest that office rents are

increasing considerably over time.

In microeconomics, the setting of property rental rates
is based on supply and demand. Supply is constrained
by available resources and technology, whereas
demand is related to needs and is only constrained by
people's capacity and willingness (Sloman, 2006).
Conversely, rental values are the going rate for
occupying a piece of real estate (per year). Rental value
is thus influenced by the interplay between supply and
demand, much as market pricing. Office space, for
instance, is a component of production as it is
commercial real estate. In the meantime, demand is
land as a factor

derived for of production.

Professionals, bankers, financiers, and other

managerial and administrative functionaries are the
main users of office spaces. Therefore, when paired

with other production parameters, the demand for
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products and services determines the need for more
space. A change in the market's and/or industry's stage
of growth may also affect the amount of space needed
and the rental prices. According to Evans et al. (2004),
choosing a site is crucial for every firm, and they look
for a property that best suits their requirements. The
placement of the office may also be decided by a
"trade-off" between the expense of transportation and
the distance to the Central Business District (CBD), as
Von Thunen's model suggests that rent prices vary with
distance from a major commercial center. A negative
rent gradient with distance from the metropolitan
center was also highlighted by Alonso in 1964.
Importantly, Jones and Dunse (2002) have
demonstrated that rents may rise as one approach
major highways and motorways out of the central
business district. This accessibility factor, which is
more closely related to the location of industrial
warehouses, is better explained in the context of the

reasons for the variation in rental values.

Land and property in general cannot be replaced. The
desire to match specific attributes to specific tenant’s
needs, such as size, layout, age, technology, and
amenities, limits the ability to switch between
properties. Office occupants are sensitive to certain

building qualities and may be ready to pay extra rent

for them, in addition to location. Therefore, among
other things, real estate that satisfies these criteria
would be highly sought after and may fetch higher
rental prices. While Ajibola et al. (2013) found that
infrastructure including roads and water were rated as
the most significant elements influencing rental
property prices in Lagos, Davies and Shapiro (2005)
noted that strong neighborhood infrastructure has an
impact on property values. According to Anyanwu and
Erhijakpor (2010), road infrastructure lowers
transportation costs and raises rental values in areas
with good roads, which in turn affects the rental or
capital values of properties located there.

Another area of concern is safety of lives and
properties. Ajibola et al. (2014) performed research on
the impact of militant actions on rental values in Port
Harcourt, which support this claim. Orekan (2014) in
turn, utilized Kano as a case study and found that the
actions of the Islamic militant organization (Boko
Haram) caused a fall in rental prices, and that militants'
activities had negative influence on rental values in the
locations where they occurred. The preceding studies
undertaken by Bello (2011) and Ceccato and
Wilhelmsson (2011) had also found that crime had a
negative effect on property prices. This suggests that

locals are worried about their safety and would rather
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pay more for real estate in a neighborhood that is safe

than one that is notorious for criminal activities.

3.0

Retail shops in Kuto market and Lafenwa market in

Methodology

Abeokuta, Ogun State were selected for the study.
There are 235 retail shops in Kuto market and 155 in
Lafenwa market, making up the estimated 390 retail
stores in the survey area. A closed-ended questionnaire
was given to the occupiers of the selected retail shops,
and every fifth shop in a row was selected using a
systematic random sample technique. A total of 78
validly completed questionnaires were retrieved; 47 at
Kuto market and 31 at Lafenwa market. To examine
changes in the rental prices of the chosen shop property
in the research region, descriptive statistical tools
including trend analysis, weighted mean score (WMS),
percentage (%), and simple frequency distribution
(SFD) were used. A 5-point Likert scale comprising
‘Strongly Disagree (SD)’, ‘Disagree (D)’, ‘Unsure
(U)’, ‘Agree (A)’, and ‘Strongly Agree (SA)’ with
corresponding weight values 1, 2, 3, 4, and 5, was used
to gauge respondents' views for weighted mean score
(WMS) data.

For trend analysis,

y=mX+b

Where;

[

y denotes the average rental value

X is the period under review (2010 - 2019),

m is the slope of the trend line which measures the
pattern and direction (£) of changes in the b represents
the intercept (b=Y - mX) of the trend.

4.0  Results and Discussion

Socio-economic characteristics of the respondents
Table 1 presents the characteristics of respondents. In
Kuto and Lafenwa markets, female respondents were
in the majority, accounting for 74.5% and 74.2%
respectively. On the age distribution of the
respondents, an overwhelming majority of respondents
were 31-40 years of age, accounting for 40.4% of
respondents in Kuto and 41.8% of respondents in
Lafenwa. Overall, only a small proportion of
respondents, irrespective of market, were over the age
of 60 years (Kuto 1.2% and Lafenwa 6.5%). In terms
of length of years of operating in the respective
markets, the majority of respondents from both the
Kuto and Lafenwa markets reported being in the
market for over 11 years (68.1% in Kuto and 67.7% in
Lafenwa), supporting that long-term traders were
present in both markets. In regards to business type,
service providers were dominant in both markets
(72.3% in Kuto and 64.5% in Lafenwa), whereas sale

of consumable goods was reported by 27.7% and
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35.5%

respectively.

of respondents in Kuto and Lafenwa

Table 1: Characteristics of respondents in Kuto and
Lafenwa markets

Kuto Lafenwa
Variables Categories Freq Freq
(%) " (%)
Gender Male 12 255 8 25.8
Female 35 745 23 742
Total 47 100 31 100
Age 21 -30years 7 149 6 19.4
31—-40years 19 404 13 418
41 —-50years 10 21.3 10 323
g;ové’ears andyy 934 2 65
Total 47 100 31 100
jarsol L M S5 w6 3 o7
5-10 years 10 213 7 22.6
11 -15years 15 319 12 387
;Sovgears andq17 362 9 290
Total 47 100 31 100
Sales of
E‘Sﬁf;&gf consumable 13 277 11 355
goods
ng\ﬂggi‘on of3s 723 20 645
Total 47 100 31 100

Source: Field Survey, 2025

[

Categories of Shops in Kuto and Lafenwa Markets
Table 2 reveals the distribution of shop types in Kuto
and Lafenwa markets, showing some similarities and
differences. In both markets, locked-up shops are the
most common, accounting for 48.9% in Kuto and
51.6% in Lafenwa, indicating traders’ preference for
more secure and permanent business spaces. Local
shops follow closely, representing 38.3% in Kuto and
32.3% in Lafenwa, reflecting the continued relevance
of smaller and more accessible retail outlets.
Supermarkets make up a smaller share in both markets,
with 12.8% in Kuto and 16.1% in Lafenwa, suggesting
a moderate presence of larger, modern retail formats.
Mobile shops are absent in both locations. Overall, the
table highlights that while both markets are dominated
by locked-up shops, local shops still play a significant
role, with supermarkets contributing only modestly to

the retail structure.
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Table 2: Categories of shops in Kuto and Lafenwa
markets

Variable Kuto Market Lafenwa Market
Freque Percent Freque Percent
ncy age ncy age

Mobile - - - -

Shop

Locked- 23 48.9 16 51.6

up Shop

Superma 6 12.8 5 16.1

rket

Local 18 38.3 10 32.3

Shop

Total 47 100 31 100

Source: Field Survey, 2025

Condition of Shops in Kuto and Lafenwa Markets
Table 3 shows that shop condition factors influencing

rental values vary slightly between Kuto and Lafenwa
markets. In Kuto, doors and windows ranked highest
(mean 4.47), followed by layout and design (4.17) and
waterproofing (4.13), indicating stronger emphasis on
physical structure, aesthetics, and durability. In
contrast, respondents at Lafenwa placed the greatest
importance on waterproofing (4.64), with doors and
windows (4.48) and layout and design (4.45) following
closely, suggesting that protection against leakage and
functionality outweigh aesthetic appeal in this market.
Mid-ranking factors such as space and size were
valued in both markets, while finishes and fittings were
of lesser concern. At the lower end, parking space,
facility provisions, and electricity supply attracted
limited attention, while security and fire safety

measures were consistently the least prioritized.
Overall, the comparison highlights that Kuto
occupants value structural aesthetics and design more,
reflecting the relatively organized setting of the
market, whereas Lafenwa respondents emphasize
waterproofing and structural resilience, pointing to
challenges with building quality in that environment.

Table 3: Condition of shops in Kuto and Lafenwa
Markets

Condition Kuto Market Lafenwa Market
W Me Ra XWF Mea Ranki
F an nki n ng
ng

Doors and 210 4.47 1% 139 448 2
Windows
Layout 196 4.17 2™ 138 445 3

and Design

Water 194 413 39 144 464 1
proofing

Space 180 3.83 4" 107 345 5"
Finishes, 176 374 5" 104 335 6"
Fittings

and

Furniture

Size 158 336 6" 113 3.65 4"
Parking 151 321 7 91 293 7"
Space

Facility 144 306 8" 73 235 9n
Security 137 291 9" 63 2.03 10t
Electricity 128 272 10* 87 281 8gn
supply "

Fire Safety 100 2.13 11' 39 1.26 11t
measure h

Source: Field Survey, 2025
Note: Likert Scale: 5= Excellent 4= Good 3= Fair 2= Bad
1= Good
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Trend in Rental Values of Shops in Kuto and
Lafenwa Market
The rental value trend of shops in Kuto market is

shown in Table 4. The graph indicates that there was a
sharp increase in rental values for Kuto store properties
between 2010 and 2014, and that these rental prices
continued to climb until 2019. Assuming that every
other element influencing rental prices stays the same,
this may be ascribed to the many advantages of the
location, accessibility, transit, and neighborhood
features (see Fig. 1). However, Table 5's graph
indicates that there was a sharp increase in rental prices
for retail premises between 2010 and 2012. The rental
value in the study region increased steadily between
2013 and 2015, and it has continued to do so till 2019.
Assuming that every other element influencing rental
prices stays the same, this may be ascribed to the many
advantages of the location, accessibility, transit, and

neighborhood features (see Fig. 2).

[ 51

Table 4: Trend in Rental Value of Shop in Kuto

Market (N per/month)
Ye Chain Supermark Local Shop Me
ar Store et an
Re % Re % Re %
nt Chan nt Chan nt Chan
ge ge ge
2010 20 - 45 - 1,2 - 2,56
0 00 00 00 7
201 25 25 45 - 1,2 - 273
1 00 00 00 3
201 25 - 50 11 15 25 3,00
2 00 00 00 0
201 30 20 54 8 1,7 17 3,38
3 00 00 50 3
201 38 26 58 7 1,7 - 3,78
4 00 00 50 3
201 43 13 58 - 18 3 3,96
5 00 00 00 6
201 47 9 6,0 3 20 11 4,23
6 00 00 00 3
200 4,7 - 6,0 - 25 25 4,40
7 00 00 00 0
201 50 6 65 8 25 - 4,66
8 00 00 00 7
201 50 - 65 - 25 - 4,66
9 00 00 00 7

Source: Field Survey, 2025

Figure 1: Rental value trend of shops in Kuto

market
8,000
6,000 Chain St
—_— ain Store
4,000 —
2000 / = Supermarket
0 — T T T Local Shop

Source: Field Survey, 2025
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Table 5: Trend in Rental VValue of Shops in Lafenwa
market (N per month)

Ye Chain Store Supermark Local Shop Me
ar et an

Re % Re % Re %

nt Chan nt Chan nt Chan

ge ge ge

201 24 - 40 - 10 - 2,46
0 00 00 00 7
201 25 4 45 13 12 20 2,73
1 00 00 00 3
201 25 - 45 - 12 - 2,73
2 00 00 00 3
201 28 12 48 7 14 17 3,00
3 00 00 00 0
200 30 7 50 4 15 7 3,16
4 00 00 00 7
201 30 - 50 - 15 - 3,16
5 00 00 00 7
201 35 17 55 10 20 33 3,66
6 00 00 00 7
201 40 14 55 - 20 - 3,83
7 00 00 00 3
201 50 25 6,8 24 25 25 4,76
8 00 00 00 7
201 50 - 6,8 - 25 - 4,76
9 00 00 00 7

Source: Field Survey, 2025

Figure 2: Rental Value Trend of Shops in Lafenwa
market

8,000
6,000 /_/_/_/
/ === Chain Store
4,000
e Sypermarket
2,000
Local Shop
O T T T T T T T T T 1
O = &N NN < 1N O N 0 O
L T e e T e T e TR e IR e T e T e B o |
O O O O O O O o o o
AN &N &N &N &N AN NN

Source: Field Survey, 2025

[ 57

Factors influencing Rental Variation in shops at
Kuto and Lafenwa markets
In Table 6, a comparison of the rankings of the factors

affecting rental values across markets Kuto and
Lafenwa demonstrates similarities and differences.
Both markets agree on ranking location highest in both
mean scores (Kuto=4.68, Lafenwa=4.94), also,
accessibility ranked high in both markets (3rd ranking
in Kuto=4.57 and 2"-ranked at Lafenwa=4.87), which
suggests that movement of people and goods is a
salient consideration. Divergences in the ranking of the
other factors varied. The second mean factor in Kuto is
demand and supply (4.60) but this was 7th in Lafenwa
(4.51), meaning that market forces have a relatively
stronger weighting in Kuto than Lafenwa. Facilities
and amenities are next in importance in Kuto (5th
ranking, 4.45) but this meant much less in Lafenwa,
being ranked (10th, 4.06). Similarly, neighbourhood
and transportation have higher weighting in Lafenwa
(3rd and 4th) versus Kuto (6th and 7th). Building
factors (age, taxation, contractual) were also ranked
lower in both markets, although contractual and policy
factors vary, with Kuto (11th, 3.09) compared to
Lafenwa 8th (4.42). Therefore, the findings indicate
that while both markets place high weights on location

and accessibility, Kuto traders are mindful of market
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and amenities while Lafenwa traders pay more
attention to other neighbourhood and policy related

characteristics.

Table 6: Factors influencing rental variation in
shops at Kuto and Lafenwa markets

Factors Kuto Market Lafenwa
Market
W Me Rank XW Mea Ran
F an_ing F n king
Location 220 4. 1% 153 49 1%
68 4
Demand 216 4. 2™ 140 45 7
and Supply 60 1
Accessibilit 215 4. 3¢ 151 4.8 2™
y 57 7
Number of 213 4. 4" 144 46 5
Floor 53 5
FacilitiessA 209 4. 5" 126 4.0 10"
menities 45 6
Neighbourh 202 4. 6% 149 4.8 3¢
ood 30 1
Characteris
tics
Transporta 196 4. 7" 147 47 4"
tion 17 4
Building 176 3. 8 142 45 6"
Attributes 74 8
e.g. Age
Taxation 173 3. 9" 132 42 9t
and 68 6
Inflation
Manageme 157 3. 10" 113 36 11"
nt Services 34 5
Contractua 145 3. 11" 137 44 8"
| and Policy 09 2
factor

Source: Field Survey, 2025

[ 59

Note: Likert Scale: 5= Very High 4= High 3= Unsure
2= Low 1= Very Low

4.1 Discussion of Findings

This study identified key influences on rental prices in
Kuto and Lafenwa markets, and their interpretation has
remained consistent with existing theories whilst also
showing space-specific differences. In both markets,
location and accessibility were the strongest
determinants of rental values, which corresponds with
previous studies. Von Thiinen’s rent gradient model
and its extension by Alonso suggested that rents
decline with distance from commercial centres, while
Evans et al. (2004) and Jones and Dunse (2002)
demonstrated  extensive influences of  road
accessibility on rent. The high ranking of these factors
in both Kuto and Lafenwa supports that the movement
of people and goods is still central to rental
determination and underlines a more general economic
principle that the value of space is a reflection of
savings on the cost of transport and locational benefits

(Sloman, 2006).

The rental increase observed within the period 2010-
2019 also supports Shapiro et al. (2009) and Nwuba
(2008), who reported that rent is subjected to increase
as long as there is presence of fluctuation in economic

condition at a given time. McCartney's (2012) findings

A Publication of the School of Environmental Studies, The Federal Polytechnic (Federal University of Technology), llaro, Nigeria.



llaro Journal of Environmental Research & Development (2025) 7 (1), 44— 56 bluwole T. G. |

ISSN: 2736-0814 |

of a slow but consistent rental adjustment in Dublin's
office market fits well with the systematic rent
increases in shop rental levels at Kuto and Lafenwa
market. This emphasizes that commercial rents are
likely to rise, independent of the size of a market, over

the long run.

The differential ranks on other factors are still
reflective of commercial property demand. In Kuto,
demand and supply of the shops and provision of
facilities and amenities ranked higher. This reveals that
the rental price for commercial property is due to
property market competition and the facilities and
features provided in property. This supports Enever
and Isaac (2002) and Ajibola et al. (2013), where the
elements of distance can be important factors
influencing  rental  variation. In  Lafenwa,
characteristics of the neighbourhood, transportation,
and contract or policy factors were highly ranked. This
is also consistent with Chin (2003) and McCartney
(2012), who articulated that local conditions led to
variations in rental growth between neighbourhoods.
This may also indicate, all things considered, broader
environmental and regulatory aspects may hold more

importance compared to forces within the market.

The rating on shop condition also affirms the
importance of functional attributes of property. Many
of the top-rated spaces were waterproofing, doors,
windows and layout. This supports Davies and Shapiro
(2005) and Ajibola et al. (2013), both of which
indicated that the physical quality or condition of
infrastructure can influence rental performance. The
relatively low ranking of security and fire safety is
noteworthy, particularly given studies by Bello (2011),
Ceccato and Wilhelmsson (2011), and Ajibola et al.
(2014), which showed the negative effects of
insecurity and conflict on property values. This
suggests that there is either underinvestment in these
aspects or that tenants prioritize immediate usability

features over latent risks.

5.0  Conclusion and Recommendations
This study examined the determinants of rental

variations in Kuto and Lafenwa markets within
Abeokuta, Nigeria, highlighting both shared and
divergent factors influencing commercial property
values. The results confirm that location and
accessibility remain the most significant drivers of rent
in both markets, consistent with established economic
and property valuation theories. However, market-
specific differences emerged: while Kuto rentals are

more sensitive to demand-supply dynamics and
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property amenities, Lafenwa rents are more strongly
shaped by neighbourhood conditions, transportation,
and policy-related issues.

The upward trend in rental values across both locations
between 2010 and 2019 reflects broader market growth
patterns, indicating that commercial property values
continue to rise steadily with economic and urban
development. The findings also stress the importance
of functional property attributes such as waterproofing,
doors, and layout, while revealing a relative neglect of
security and fire safety considerations. Therefore, this
study noted that while fundamental determinants like
location applies widely, each market exhibits unique
dynamics that require context-specific strategies. For
property managers, this calls for nuanced approaches
in investment decisions, urban planning, and
regulatory frameworks to ensure sustainable and

equitable growth of commercial property markets.
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