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INTRODUCTION

In July of 1983, the Indianapolis Division of Planning was
asked to undertake a study of the impact of adult entertain-
ment businesses in the city. One of several impacts that were
examined involved the historical effects of such businesses
on real estate value appreciation. Specifically, the study
asked the question: |Is there generally an abnormal real es-
tate market ciimate in areas where adult entertainment estab-
lishments are located?

The small relative size of the areas examined constricted the
number of real estate transactions documenting market perform-
ance within their boundaries, Because these data were limited,
and because of the great number of variables able to cause
erratic behavior in a given market, a survey of certified Real
Estate Appraisers was conducted in an effort to solicit a
"Best Available Professional Opinion' regarding the market
effect of adult entertainment businesses on proximate real
estate values.

The Division of Planning approached the Indiana University
School of Business' Division of Research for assistance in
polling the real estate appraisal community on the subject.
The University proposed that the survey be national in scope
and offered to design and pretest the survey instrument. Dr.
Jeffrey Fisher of the University's School of Real Estate col-
laborated in drafting the instrument and conducted the initial
test at a workshop in early September. Analysis of this pre-
test indicated the need for minor adjustments to the form.

In its final format, the instrument (cf. Appendix |) posited
a hypothetical middle income, residential neighborhood in
which an adult bookstore was about to locate. Respondents
were asked to numerically rate the impact of this business on
both residential and commercial property values within one
block and three blocks of the store. They were also asked to
rate a number of potential other uses as to whether they would
be more or less desirable than an adult bookstore at the same
location. Finally, survey participants were asked to express
what they generally felt the effect of adult bookstores was
on property values,

The survey sample was drawn at two levels. Using the member-
ship of the American Institute of Real Estate Appraisers as the
survey universe, a twenty percent random sample of members was



constructed for the entire nation. In addition, MAS (Member
Appraisers Institute) members who practived in 22 Metropolitan
Statistical Areas (as defined by the U. S. Bureau of the Census)
of a size similar to that of Indianapolis were surveyed at the
one hundred percent level,

In January of 1984, 1527 questionnaires were majled. As of Feb-
ruary 22, 507 (33%) had been returned. These returns represent-
ed an equal rate of return for both surveys. The national survey
was comprised of 979 questionnaires, of which 314 (32%) were
answered. The MSA survey involved 734 mailings, some of which
were duplicative of the national survey. 232, or 32%0 were com-
pleted and returned.

The national survey's rate of return was fairly consistent for
geographic regions of the country: East,30%; North Central, 37%;
South, 30%; and West, 33%. Return rates from the MSA survey was
much more varied and ranged from 14% from Newark, New Jersey to
50% from Phoenix, Arizona.

The following is a summary presentation of the respondent pro-
file and results from the national sample of the survey.
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1984

RESPONDENT PROFILE

. National 20% Survey

A total of 979 surveys were sent on a structured, random sample
basis to Certified Real Estate Appraisers throughout the United
States. 314 (32%) were completed and returned within the time al-
lotted for the survey. This level of response s acceptable for

a '"blind-letter' survey of this nature.

Geographically, responses were broken down as follows;

EAST NO.CENT. SOUTH WEST

Returned 46 75 106 87 314
Not Returned 107 128 249 181 655
Total 153 203 355 268 979

In order to determine if.the distribution was such that it rul-
ed out the possibility of geographic bias, a Chi Square statistic
was computed and tested against the null hypothesis that the pro-
portion of respondents for the four geographic regions was the
same.

2
w2 = g {f-e)

where f

e

observed frequency
expected frequency

The computed Xz (3.213) was not large enough to reject the null
hypothesis at the .05 level of significance. In other words, the
returns do not exhibit a geographic bias and are statistically
representative of the nation as a whole.



I'1. 100% Metropolitan Area Survey

A total of 734 surveys were sent to all real estate appraisers
in 23 mid-size Metropolitan Statistical Areas in the United
States. 232 of these survey forms (32%) were returned. This
résponse rate was consistent with the rate of response for the
national survey.

A breakdown of respondents is as follows:

Sent Ret'd Rate Sent Ret'd Rate

Phoeni x 4o 20 50% Louisville 20 3 15%
Sacramento 28 13 46%  New Orleans 21 8 38%
San Diego 43 12 28% Kansas City 20 7 35%
San Jose 16 4 25%  Newark 14 2 14%
Denver/Boulder 75 18 243  Buffale 1N b e
Hartford 6 5 31%  Cincinnati 13 6 Le%
Ft Lauderdale 18 6 33% Cleveland 22 8 36%
Miami 34 6 18%  Columbus ke 20 443
Tampa 18 4 22%  Portland Lé 17 37%
Atlanta 84 21 25% San Antonio 34 6 18%
Indianapolis 26 12 h6% P Searele - 64 21 33%
Mi lwaukee 25 9 36%

Because the survey was sent to all appraisers in the selected Metro-
politan Statistical Areas, the results cannot be analyzed statistj-
cally. The results are, at most, indicative of that particular metro-
pelitan area. The reader is cautioned to keep in mind the small abso-
lute numbers and ]ow percentages for many of the metropolitan areas.



SUMMARY OF RESULTS

The survey presented a hypothetical neighborhood and asked each
respondent to estimate the impact of the location of an adult
bookstore based on their professional experience and judgement.

HYPOTHES IS

A middle income residential neighborhood borders a main street
that contains various commercial activities serving the neigh-
borhood. There is a building that was recently vacated by a
hardware store and will shortly open as an adult bookstore. There
is no other vacant commercial space presently available in the
neighborhood.

QUESTION 1

How would you expect the average values of the RESIDENTIAL pro-
perty within ONE BLOCK of the bookstore to be affected?

| ANSWER (Number of responses = 303)

Decrease of 20% or more 27% (Eo 6%)*

Decrease of more than 10% but less than 20% 3% L 0%)

Decrease of 0 to 10% 35% (* 5%)

No change 192 (¥ 4%)

Increase in value 3% (Y .6%)
QUESTION 2

How would you expect the averége values of the RESIDENTIAL pro-
perty within THREE BLOCKS of the bookstore to be affected?

ANSWER (Number of responses = 302

Decrease of 20% or more 2% (¥ 2%)=
Decrease of more than 10% but less than 20% 9% (¥ 13%)
Decrease of 0 to 10% 24% (Y s59)
No change 64z (¥ 5%)
Increase in value 7% (Y L9%)

* Computed at the .95 level of confidence.



QUESTION 3

How would you expect the average values of the COMMERCIAL pro-

perty within ONE BLOCK of the bookstore to be affected?

ANSWER (Number of responses = 303)

Decrease of 20% or more

Decrease of more than 10% but less than 20%
Decrease of 0 to 10%

No change

Increase in value

QUESTION 4

9% (¥
21% (*
42% (t
27% (%
6% (t

2%) *
3%)
6%)
5%)

.6%)

How would you expect the average values of the COMMERCIAL pro-

perty within THREE BLOCKS of the bookstore to be affected?

ANSWER (Number of responses = 302)

Decrease of 20% or more

Decrease of more than 10% but less than 20%
Decrease of 0 to 10%

No change

Increase in value

* Computed at the .95 level of confidence.

iy p S Sl
5% (%
16% (*
77% (*
1% (*

1%) *
2%)
6%)
5%)
1%)



HYPOTHES 1S

Suppose the available commercial building (referencing the pre-
vious hypothesis) is used instead for something other than an
adult bookstore.

QUESTION 5§

For each of the following potential uses, would the aw

value of residential property within ONE BLOCK of the new husj-
ness he.,..

ANSWER (Store=front Church - 292 responses)

Much higher% 5% (T 1)
Somewhat higher 20% (¥ s59%)
About the same 58% (* 6%)
Somewhat lower 17% (¥ 4%)
Much Tower 1% (¥ 13
(Pool Hall - 292 responses)
Much higher* 12 (¥ 1%)
Somewhat higher 9% (¥ 3%)
About the same bex (* 63)
Somewhat lower 37% (t 6%)
Much lower 7% (Y 3%)
(Welfare office -291 responses)
Much higher* 3% (£ 1)
Somewhat higher 12% (* 43)
About the same 4sz (+ 6%)
Somewhat lower 34% (Y 5%)
Much lower 8% (t 3%)
(Tavern - 292 responses)
Much higher=* 12 (X 1)
Somewhat higher 18% (t 4%)
About the same 47% (+ 6%)
Somewhat lower 30% (+ 5%)
Much lower 4% (+ 2%)

* i.e., than if an adult bookstore occupied the site.



(Record store - 292 responses)

Much higher* 7% (+ 3%)
Somewhat higher 28% (¥ 5%2)
About the same 58% (+ 6%)
Somewhat lower 8% (+ 3%)
Much lower 0 ( =)

(Medical office - 292 responses)

Much higher# 24% (+ 5%)
Somewhat higher 38% (+ 6%)
About the same : 35% (+ 5%)
Somewhat lower 3% (+ 2%)
Much lower .32 (+°.6%)

(Drug rehabilitation center - 291 responses)

Much higher* 0. =)
Somewhat higher 7% (+ 3%)
About the same 37% (+ 62)
Somewhat lower Lhox (+ 6%)
Much lower 16% (+ 3%)

(Ice cream parlor -292 responses)

Much higher# 14% (+ 4%)
Somewhat higher 32% (+ 5%)
About the same 50% (+ 6%)
Somewhat lower by (+ 2%)
Much lower @ (=)

(Video game parlor - 291 responses)

Much higher= 13 (¢ 1%)
Somewhat higher 19% (+ 5%)
About the same 48% (+ 6%)
Somewhat lower 28% (+ 5%)
Much lower 4% (+ 2%)

(Disco =290 responses)

Much higher# -3% (+ .6%)
Somewhat higher 12% (+ 4%)
About the same _ h2g (+ 6%)
Somewhat lower 33% (+ 5%)
Much Tower 12% (+  4%)

* i.e., than if an adult bookstore occupied the site.



e

¢ i.e., than if an adult bookstore occupied the site.

(Branch library - 291 responses)

Much higher# 24% (+
Somewhat higher 342 (&
About the same 38% (+
Somewhat lower L% (:-_
Much lower .3% (:'_

5%)
5%)
6%)
2%)

.6%)



QUESTION 6

In_general, to what degree do you feel adult bookstores affect
property values? :

ANSWER (Number of responses =314)

Little or no impact 25% (+ 5%)

Substantial to moderate impact 45% (+ 5%)

Contingent impact : 192 (+ 4%)

No cpinion expressed 1% (+ 3%)
QUESTION 7

Why do you feel this way?

ANSWER

A. Little or no impact = 79 responses.

0 No reason given 6% (+ 5%)
1 Appraisal experience 14% (+ 8%)
2 Area usually in decline already 27% (+ 10%)
3 Area usually in decline already 15:4% 2%)
4 Usually not an intense use 4 (+ 4g)
5 Only one such use not significant 133 (+ 7%)
6 Buffered by other commercial uses 2% (+ 32)
/ Market accepts or adjusts 8% (+ 6%)
8 Current mores tolerate use 2% (+ 3%)
9 Other 23% (+ 9%)

B. Substantial to moderate impact - 140 responses,

0 No reason given 3% (+ 3%)
| Appraisal experience 14% (+ 6%)
2 Prevailing attitude discourages i
buyers 163 (+ 6%)
3 Unharmonious use 2% (+ 2%)
4 Precipitates area decline 9% (+ 5%)
5 Creates/reinforces bad image 12% (+ 5%)
6 Attracts undesirables 26% (+ 7%)
7 Bad influence on young 7% (+1%)
8 Attracts additional like uses 5% (+ 4%)
9 Other 12 (+ 5%)



C. Contingent impact - 61 responses.

| u—

oo~ OvUN A}

No reason given

Not enough information

Depends on Tlocal public attitudes
and controls

Depends

an

commercial

Depends
Depends
Depends
Depends
Depends
uses

on
on
aon
on
an

the nature of existing
uses

volume/type customer
decore/prominance

how managed

type of neighborhood
whether it attracts like

10%
12%
18%

3%
25%

7%

—
1
S

(+ 5%)
(+ 8%)
(+ 8%)
(¥ 4%)
(+ 10%)
(+ 4%)
(¥ 11%)
(+ 62)



SURVEY INSTRUMENT
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WILLIAM H. HUDNUT, il
MAYOR

DAVID E. CARLEY DEPARTMENT OF METROPOLITAN DEVELOPMENT
DIRECTOR .

January 20, 1984

Dear MAl Member:

The City of Indianapolis, Indiana is currently in the process of
preparing a new local ordinance that will regulate the location
of adult entertainment businesses in relation to residential
neighborhoods in our community.

In an effort to provide a basis for the proposed legislation
that is equitable and legally defensible, | would like to ask
your help in establishing a '"best professional opinion' on the
matter, As a real estate professional, the opionions you share
with us on the enclosed survey forms would be very valuable to
us in the development of a positive legislative approach to this
difficult local issue.

Thank you very much for your assistance.

Sincere

. Carley

cc. L. Carroll

1A EA CITY .M TV B 00 ™R ™ %t ™ 5 & & & ™



| INDIANA UNIVERSITY | SCHOOL OF BUSINESS

Bloomungton/Indianapolis
!i 10th and Fee Lane
.E Bloomington, Indiana 47405
i (812) 337-5507
Division of Research

TO: Professional Real Estate Appraisers

FROM: Indiana University, School of Business, Division of Research

Please help us in this brief national survey. The information provided will
help clarify an important question. Read the following information about a
hypothetical neighborhood and respond to a few guestions in terms of your
professional experience and judgment.

A middle income residential neighborhood borders a main street that contains
various commercial activities serving the neighborhood. There is a building
that was recently vacated by a hardware store and will open shortly as an
adult bookstore, There are no other adult bookstores or similar activities 1in
the area. There is no other vacant commercial space presently available in
the neighborhood,

Please indicate your answers to questions 1 through 4 in the blanks provided,
using the scale A through G.

SCALE: Decrease 20% or more

Decrease more than 10% but less than 20%
Decrease from 0 to 10%

No change in value

Increase from 0 to 10%

Increase more than 10% but less than 20%

Increase 20% or more

DOHEY Ow >

1) How would you expect the average values of the RESIDENTIAL
property within one block of the bookstore to be affected?

2) How would you expect the average values of the COMMERCIAL
property within one block of the adult bookstore to be affected?

3) How would you expect the average values of RESIDENTIAL property
located three blocks from the bookstore to be affected?

4) How would you expect the average values of the COMMERCIAL pProperty
three blocks from the adult bookstore to be affected?

- over -
fr-11



5) Suppose the available commercial bullding is used for something other than
an adult bookstore. For each of the following potential uses, would the
average value of residential property within one block of the new business

be... :

A much higher

B somewhat higher than if an

C about the same adult bookstore

D esomewhat lower occupied the site.
E much lower

In the space provided, write the appropriate letter for each potential use.

Store—front church Drug rehabilitation center
Pool hall Ice cream parlor

Welfare office Video—-game parlor
Neighborhood tavern Disco

Record store Branch library

Medical office

6) In general, to what degree do you feel adult bookstores affect property
values?

7) why do you feel this way?

8) Where do you practice?

City State

Your name

(If you prefer not to give your name, please check here )

Thank you for your cooperation. Please return this questionnaire in the
postage paid envelope provided for your convenience.

=11l



CROSSTABULATIONS

20% NATIONAL SURVEY
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