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SUMMARY

This study investigates relationship marketing by estate agencies in the residential property
market of South Africa. In determining the residential estate agency’s knowledge of relation-
ship marketing, an extensive literature study was undertaken on the marketing environment
and broader market, marketing concept, market segmentation and target marketing, the

marketing mix and expansion thereof, as well as customer service and internal marketing.

An empirical study was conducted to determine the residential estate agency’s present
knowledge and practices of the basic components of relationship marketing. In the study a
structured questionnaire was mailed to all residential estate agencies which are members of
the Estate Agency Affairs Board. The most significant findings are that: the majority of
respondents do not have mission statements and do not know what a mission statement 1s; they
set marketing objectives which are communicated to the agents; when appointing new agents
they consider the agent’s service orientation and ability to work with clients, but qualifications
and previous experience are not viewed as important; they train estate agents themselves and
emphasise after-sales contact and building of long-term relationships, but do not stress
customer behaviour influences; a large percentage do not conduct competitor analyses and
view marketing research as unimportant, but are of the opinion that they have superior market
knowledge and offer the best service quality; they regard the principles of the marketing
concept as important; they engage in a large number of after-sales services, although few
realise that contact after occupation is important; they regard the buyer’s financial means as
important and engage in activities to ensure customer service, but do not have formalised
feedback systems to test customer satisfaction; they engage in internal marketing activities,

strive to create a positive corporate culture and try to retain good agents.

In conclusion it can be said that there is evidence that the principles of relationship marketing
are followed by residential estate agencies in South Africa. There are, however, concerns about
the long-term commitment of estate agencies towards their clients because of the lack of
feedback systems and the lack of in-depth knowledge of the market.

Key terms:
Relationship marketing; Estate agencies; Residential property market; Marketing environment,
Marketing concept; Marketing mix; Customer service; After-sales services; Internal marketing;

Marketing research; Appointment; Training.
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CHAPTER 1

INTRODUCTION TO THE STUDY



1.1 INTRODUCTION
Buying a home is one of the major events in the life of most individuals. It is usually the single
largest financial decision that a household makes and often it is a once in a lifetime event. For

most people the experience is physically tiring and mentally draining.

Of all the many professions in the world, estate agents are, in the majority of cases, the people
who not only play the leading role when it comes to buying a home, but — as a group —
probably exert the single largest influence of any group during this process. Their guidance,
their knowledge, their assistance and the way they conduct and execute their duties can have
an enormous effect on the buyer and the seller, and ultimately on whether the house is sold or

not. The position of the estate agent could thus be regarded as being of vital importance.

The Estate Agents Act 112 of 1976 defines an estate agent as "any person who for the
acquisition of gain on his own account or in partnership, in manner holds himself out as a
person who, or directly or indirectly advertises that he, on the instructions of or on behalf of
any other person, performs one or more of the following acts in connection with immovable

property, an interest in immovable property or a business undertaking:

*  purchases or sells

*  negotiates for the purchase or sale

*  canvasses a purchaser or seller

undertakes or offers to canvass a purchaser or seller
lets or hires

negotiates for the letting or hiring

canvasses a lessee or lessor

undertakes or offers to canvass a lessee or lessor

collects or receives any moneys payable on account of a lease

renders any other service as the Minister may specify by way of notice in the Gazette".

The estate agency industry is an industry with an exceptionally high turnover, i.e. influx and
departure, of sales staff. According to experts in the industry it is generally accepted that a

third of the industry is leaving while another third is joining. Estate agents seem to have such
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high expectations of making millions within a short period, that when their expectations are
not met they leave the industry. Building good relationships with customers is a vital aspect
in any selling situation. In this way the estate agent can determine what the needs, demands
and preferences of the potential customer are and therefore only show him' homes that fall into
the category which he prefers. The estate agent will then, in the end, by taking cognisance of
the customer's needs and giving good customer service, receive his commission. However,
building relationships with the customer should not only take place before and during the
transaction. Maintaining contact after the transaction could also ensure future business. Even
if the customer does not require a new home himself, a satisfied customer may refer friends

requiring a new home to the estate agent.

Table 1.1 below indicates that in 1999 the estate agency industry in South Africa consisted of
8 485 estate agency firms. The largest category of firms (4 124) are sole proprietorships,
followed by close corporations (2 911) and companies (1 198). There are 236 partnerships and
16 new companies. According to the Estate Agency Affairs Board atotal of 25 725 individuals
were employed by these agencies in 1999. Unfortunately the breakdown of estate agency firms
into the different legal forms in 2000 could not be obtained. This study was, however,
conducted on all registered estate agency firms in South Africa in 2000, based on the 2000

address list supplied by the Estate Agency Affairs Board.

TABLE 1.1
ESTATE AGENCY FIRMS IN SOUTH AFRICA (1999)
Firms Total
Companies 1198
Partnerships 236
Close corporations 2911
Sole proprietorships 4124
New firms (No FFC) 16

Source: Estate Agency Affairs Board, 1999.

*In this study, for stylistic purposes, any reference to one gender shall include the other gender.
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A person should either pass the Estate Agency Affairs Board examination in order to qualify
as an estate agent, or work under the guidance of a registered estate agent for one year, after

which he can register as an estate agent himself.

More and more estate agencies are entering the real estate market in South Africa, and many
are struggling to survive as competition grows stronger. Customer service becomes of
overriding importance in an environment in which these businesses try to survive and compete
with each other. Estate agencies will therefore have to learn more about the effective
marketing of their services, with the emphasis on providing good customer service, if they
wish to establish a differential advantage that will ensure long-term survival. According to
Kurtz and Clow (1998:308) a differential advantage is some feature or attraction, which

competitive offerings lack, that will provide satisfaction or understandable benefits to buyers.

The services package offered by estate agents to customers is essentially intangible and
perishable. According to Gronroos (2000: 48) intangibility means that people cannot see, taste,
touch or feel services, while perishability refers to the fact that services cannot be stored or
inventoried. The service package consists, as in the marketing of consumables, of four main
marketing instruments, namely product, distribution, price and promotion, which are to be
integrated in such a way as to achieve synergy in the market offering (of an estate agent, in this
case) and to provide customer satisfaction to the buyer. Aaker (1998: 147) indicates that
synergy is the concept that the combined effect of certain parts is greater than their individual
efforts. Because the market offering — namely the service — is intangible and perishable it
is extremely difficult to evaluate. This difficulty often results in dissatisfaction on both sides
— that of the agent and the customer. The agent may feel that he has earned the commission
and the customer may feel that the estate agent has "contributed nothing" and can easily forego
the commission. In this transaction a tangible product changes hands. The estate agent does
not own this tangible product, nor is he involved or responsible for its inherent qualities. It is

therefore possible that he can demand a commission even if the product is deficient.

The commission is the price instrument in the marketing mix, which usually reflects the worth

or value the product will afford the consumer. In the selling of real estate the first step is
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usually to conduct a market valuation of the property in order to determine the price at which

it will most likely sell in the market. An asking price for the property is usually set in

consultation with the owner.

According to Maritz and Ghyoot (1990: 233) the publication, Tariff of Commissions and Fees,
1ssued by the Institute of Estate Agents of South Africa, plays an important role in the pricing
of estate agency services in the country. The Institute's recommended scale of commissions
and fees payable is the result of recommendations made by the various branches of the
Institute and is essentially of an ad valorem nature, depending on the price of the property sold

or leased. The general philosophy 1s one of "no transaction, no commission".

In order to sell a property and therefore receive commission, the estate agent should do
everything in his power to satisfy the needs of the consumer. Customer satisfaction is delivered
through the marketing function. This study will investigate the marketing function as
performed by estate agencies in order to determine whether the needs of consumers are catered

for in their marketing strategies.

1.2 THE USE OF THE MARKETING FUNCTION IN REAL ESTATE
According to Maritz and Ghyoot (1990: 214) the marketing function in the estate agency

business serves a dual purpose:

Firstly, it 1s aimed at the marketing of the company and its services. The successful
marketing of the company and its services provides the estate agent with mandates to
buy, sell or administer the immovable property of others. Mandates are the stock-in-

trade. A sufficient number of desirable mandates are the lifeblood of the business.
Secondly, it is responsible for the marketing of immovable property and the leasing of
space in property. The successful marketing of an immovable property will earn a

commission or fee,

This study will concentrate only on the selling of immovable residential property, and will not



6

include renting, leasing and all the other services provided by estate agencies.

As previously indicated, the four marketing elements which the estate agent may use to satisfy

consumer needs are the product or service, the price, the promotional messages and the

distribution (place) strategy.

When immovable or fixed property is bought or sold as acommodity in the market, it is really
ownership that is being bought and sold and not the physical object as such. One could there-
fore say that the estate agency provides a service and not a physical product. Services offered
by the estate agent and which should at all times be directed at satisfying the consumer's needs,
include services offered in terms of introducing buyer and seller, the choices offered, market
valuations, advice, help with the final choice, financing and after-sales service. It is essential
that the estate agent be fully informed of the physical attributes of the property. This study will
therefore focus on the range of services offered by estate agents in the market place in order

to determine whether these services are directed at satisfying the consumer's needs.

A service will not mean much to the customer if it is not available where and when it is
required. This refers to the place or distribution component of the marketing strategy. In the
estate agency business “place” refers to the distribution of services. A direct distribution
channel exists from the seller to the estate agent to the buyer. The service is therefore delivered
directly to the customer. The place or distribution variable will require the estate agency to
take decisions on matters such as office location, business hours and availability of
salespeople. Decisions also have to be made regarding the number of branches that are to be
opened, the towns or cities in which they will be opened, as well as the suburbs in which they

will be located.

According to Strydom, Jooste and Cant (2000: 386) promotion is the main component of the
marketing mix, and is used to communicate with potential buyers and to persuade them that
the market offering is worth the sacrifice that they must make (money to be paid). The
promotion strategy includes activities such as advertising, personal selling, sales promotion

and publicity. Word-of-mouth advertising is an important promotional element. Christopher,
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Payne and Ballantyne (1991 :74) indicate that referral markets result from word of mouth
advocacy by brand loyal customers. In the estate agency business a satisfied customer may very
well refer a friend to the estate agent. Strong relationships with customers are therefore
essential. In this study the method of communication used in the estate agency will be studied

in depth to determine whether effective communication exists between estate agencies and

their customers.

The price element of the marketing strategy was referred to in section 1.1 of this chapter as
the commission paid to the estate agent. All four marketing instruments are combined in the
marketing strategy and are focused on a specific target market. According to Walker, Boyd
and Larréché (1999:169), a target market is a group of persons for whom a firm creates and
maintains a marketing mix that specifically fits the needs and preferences of that group. The
target market must be well defined beforehand. This implies that an estate agent should
investigate the market in order to determine which lucrative markets should be targeted.
Environmental conditions such as economic decline or changing demographics as well as the
existence of competitors largely determine whether the estate agency will be profitable. In a
free-market system profit maximisation is the reason for the existence of a profit-seeking
enterprise. In this study it will be determined whether estate agents do indeed conduct market
research in order to select a suitable target market and to position their products in the market
where they can enjoy a sustainable competitive advantage. Kotler and Armstrong (2001: 270)
indicate that by creating sustainable competitive advantages, barriers of entry can be

established, making penetration by competitors difficult.

According to Christopher, Payne and Ballantyne (1991: 8), the four marketing instruments
combined are not sufficient enough to ensure total consumer satisfaction. The authors added
two variables to the mix, namely processes and people, which gave rise to a whole new
concept called relationship marketing. Processes involve the production process and all
administrative and marketing tasks involved in rendering customer service. The quality of the
product plus the service activities should totally satisfy customers. In the estate agency industry

this is equivalent to the attributes of the home plus the services provided.
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People, in other words the employees of an enterprise, should be fully trained in the art of
rendering customer service. Everyone should be made to realise that their personal needs can
only be satisfied if success 1s achieved in the market place. In this study the researcher will

attempt to investigate whether estate agents receive the necessary training in respect of

customer service.

Current employees form the internal market which has, in the past, often been neglected. In
fact, this group constitutes the first and most important market. Apart from the fact that
enterprises are responsible for training, motivating and rewarding their employees, the
employees should be persuaded through an internal marketing programme to support the
decisions and strategies of marketing management. Good avenues of communication should
therefore exist in the enterprise and employees should be informed of all products and plans
first. An estate agent would not, for example, like to be informed in the newspaper about the
merger of his company with another, or about a home which he is supposedly selling. If
customers phone the agent about a home regarding which he has no information, it would be
highly embarrassing and he would obviously lose the sale. If employees are not informed
regarding the plans and products of the enterprise, the enterprise will lose the inputs and
enthusiasm of the employee, as well as his willingness to perform. When employees are
negative, it will be reflected in their attitude towards customers and the public. Employees do
not only come into contact with customers, they also see reference groups, other potential
employees and even influencers. In the internal marketing programme they should therefore
be trained to approach these markets in the correct way. This study will investigate whether

internal marketing is, in fact, practised by estate agencies in South Africa.

Zeithaml and Bitner (2000: 20) contend that there is an additional eighth element of the
marketing mix, namely physical evidence. Because services are intangible, customers often
rely on tangible cues, or physical evidence, to evaluate the service before its purchase and to
assess their satisfaction with the service during and after consumption. Physical evidence
includes all aspects of the organisation’s physical facility (the servicescope) as well as other
forms of tangible communication. Elements of the servicescope that affect customers include

both exterior attributes (such as signage, parking, landscape) and interior attributes (such as
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design, layout, equipment, decor) (Zeithaml and Bitner 2000: 253).

Relationship marketing may be regarded as the most recent phase in the evolution of
marketing thought. It places the focus on the establishment of long-term relationships between
employees, current consumers and potential consumers. It emphasises that the whole enter-
prise — all the departments and all the employees — should work in unison to achieve cus-
tomer satisfaction, not only in terms of the quality of the product, but also in terms of service.
As previously mentioned, the marketing mix must therefore be expanded in order to clearly

distinguish it from competitor products and to provide a large degree of consumer satisfaction.

According to Cheales (2000: 6), bad customer service is the main reason for customers leaving
a company. Cheales indicates that 14 percent of customers leave because their complaints
were not satisfactorily resolved, nine percent leave because of competitive activity, nine
percent leave because they are relocated and 68 percent leave for no ascertainable reason. The
68 percent who leave for no special reason in fact leave because they are dissatisfied with the

service which they are getting (Cheales 2000:6).

Relationship marketing developed because many companies only pay lip service to consumer
orientation. This can be ascribed to a very narrow interpretation not only of the four marketing
instruments, but also of the necessary contribution to customer service that must be made by

all, even the non-marketing departments in the enterprise.

Relationship marketing therefore represents a broader perspective of the marketing task and
the market. This study will attempt to determine whether this broader view has been adopted

by estate agencies in South Africa,

The principles of the marketing concept serve as guidelines for decision-making with regard
to the marketing strategy and relationship marketing. When selling a home, it is important for
the estate agent to keep the principles of the marketing concept in mind throughout the whole
marketing process. These principles are consumer orientation, profit orientation, systems

orientation and social orientation,
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According to the consumer-orientation principle, all marketing actions should be aimed at
satisfying consumer needs, demands and preference. Maximising profitability, or profit-

orientation, is the primary objective of a profit-seeking enterprise and can be achieved only

with due consideration of consumer needs.

The marketing concept accentuates customer satisfaction as a high-level objective of the
enterprise. Everyone in the enterprise 1s required to work towards this objective. This refers
to the systems-orientation principle of the marketing concept. Enterprises often demonstrate
social responsibility by spending large sums of money on projects contributing to the well-
being of the public at large instead of focusing only on the enterprise's target markets. This

refers to the fourth principle of the marketing concept.

The total marketing concept is therefore reflected in relationship marketing. With its emphasis
on customer service, excellent quality, people involvement and the development of enduring
relationships, relationship marketing may be regarded as the ideal vehicle through which an
estate agency could differentiate its market offering and sustain a competitive advantage. This

study will attempt to investigate whether relationship marketing is practised by estate agencies

in the real estate property market.

1.3 OBJECTIVES OF THE STUDY
The primary objective of the study is to investigate to what extent relationship marketing 1s

practised by estate agencies in the real estate property market of South Africa.

The following are secondary objectives which will contribute towards achieving the main
objective:
* o investigate to what extent estate agencies use the principles of the marketing concept

as a code of conduct;

*  to determine which services estate agencies offer to customers;
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to determine to what extent customer service is regarded as important in the estate

agency industry;
to investigate to what extent internal marketing exists within estate agencies; and

to contribute to the body of knowledge regarding relationship marketing in South Africa

while also identifying areas for future research.
1.4 METHOD OF STUDY

1.4.1 Secondary research

The research method used in this study comprises a two-phase approach involving a review
of secondary information and a formal study based on primary information derived from

questionnaires directed at estate agencies.

Secondary information can be defined as “.... historical data which have been collected before,
either by the business itself or by outsiders” (Strydom et al 2000: 110). To create a frame of
reference for the research project, literature on relationship marketing and customer service
will be reviewed. Although three of the books which were consulted for this study were
written as far back as 1989, 1990 and 1991, no new editions of the books by Swanepoel (4
new erq in real estate) Maritz and Ghyoot (The estate agency business) and Christopher,
Payne and Ballentyne (Relationship marketing) have, as yet, been published. As the first two
are regarded as pioneering books in the real estate industry in South Africa, while the latter
is a groundbreaking publication on relationship marketing, reference is made to these works
throughout the study. Throughout the study many references appear to articles written during
1994 and 1995. When it was announced in 1994 that it was no longer compulsory for estate
agents to write the Estate Agency Affairs Board examinations, many articles were written in
response to the announcement. It was thus essential to include the reaction of the industry to

this drastic change in the required qualifications of estate agents.

A review of related studies on estate agencies will serve as background for the development



12

of the research method. Organisations such as the Estate Agency Affairs Board and the Central
Statistical Service will be contacted to provide information for this research. From all the

secondary information collected, relevant concepts will be developed for the formal study.

1.4.2 Primary research

Primary information is collected specifically for the research needs at hand (Walker et al 1999:
124). In this study a survey questionnaire is used to gather the necessary information for
analysis. Surveys involve the collection of data from selected individuals by way of direct or
indirect questioning (Palmer 1998: 140). The most important advantage of this method is the
fact that a large amount of data can be collected from individual respondents at the same time.
The data collected in the literature study is used to design questions which will be incorporated
in a questionnaire to be posted to respondents. Open as well as closed questions will be asked

in the questionnaire and the questions will deal with relationship marketing as practised by

estate agencies.

Information can be obtained from the population by taking a census or a sample. A survey is
called a census if all the respondents in a population are asked to provide information. A
sample, on the other hand, is a subset of the population that should represent that entire group
(Burns & Bush 1998: 359). Because this study requires information from every object, that is,
every estate agency in the residential property market in 2000, it was decided to use a census

for the study.

After the questionnaire has been compiled a pilot study will be conducted by asking five estate
agencies to complete the questionnaire. Through such pretesting of the questionnaire any

problems will be eliminated and adjustments can be made timeously.

After the questionnaires have been completed by the estate agencies the data will be

summarised in terms of figures and tables and analysed to determine meaningful relationships.
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1.5 ORIENTATION TO THE STUDY

Chapter 1 introduces the central concepts underlying the study. The objectives of the study,

the method of study and the orientation to the study are presented.

Chapter 2 is concerned with the micro-environment of the South African estate agency
industry. Aspects included are the legal form of the business, its mission and objectives, its

marketing instruments and management system, as well as the resources and corporate culture

of the business.

In chapter 3 the external environment of the South African estate agency industry is outlined.
The clients of the estate agency are discussed, as well as the competitors in the market. The
technological developments which can influence the estate agency industry are covered, as is
the influence of the economy on the estate agency. Other environments looked at are the socio-

cultural environment, the physical environment, the politico-governmental environment and

the international environment.

Chapter 4 deals with relationship marketing. Topics covered include the marketing instru-
ments, customer service, the expanded marketing mix, a broader definition of the market and

internal marketing,.

Chapter 5 presents a detailed exposition of the methodology of the study. The secondary
sources of information, the population, the motivation for the use of a survey questionnaire and

the development of the questionnaire are set out.

Chapter 6 presents the results of the survey. In this chapter the results will be analysed in terms
of the relationship marketing activities performed by estate agencies in the residential property

market.

Chapter 7 presents the conclusions and recommendations of the study. This chapter relates the
findings to the objectives of the study and also makes pertinent recommendations for

continuing research in the field of relationship marketing in estate agencies.
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CHAPTER 2

THE MARKETING ENVIRONMENT OF THE
SOUTH AFRICAN ESTATE AGENCY INDUSTRY:
THE MICRO-ENVIRONMENT
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2.1 INTRODUCTION

The purpose of this chapter is to provide an insight into the marketing environment of the
South African estate agency industry. Since the estate agency industry and the environment
in which it operates are not closed systems, but influence each other reciprocally, it follows
that the estate agency firm cannot exist successfully if it is out of pace with its environment.
In fact, the underlying problem for the successful existence of contemporary estate agency
firms is the fact that the pace of environmental change is faster than the process of adaption
by these businesses. Estate agency firms cannot practise relationship marketing successfully
if they do not constantly scan the environment and adjust their strategies to keep abreast of

change.

The marketing environment in which the estate agency firm operates consists of three
components, namely the micro-marketing environment or internal environment, the market
environment immediately surrounding the micro-environment, and the macro-marketing
environment which is external to both the estate agency firm and the market environment.
During the discussion of the marketing environment of the South African estate agency
industry the model as developed in Strydom et al (2000: 40) will be adapted for use. Section

2.2 provides a discussion of the functioning of this model.

This chapter explains the meaning and importance of each of the three sub-environments
depicted in this model, but concentrates on a discussion of the micro-marketing environment
in which the estate agency firm operates. Estate agencies should identify the strengths and
weaknesses in the micro-environment in order to exploit opportunities and avoid threats in the
market and macro-environments. According to Wright (1999: 324), the analysis of strengths

and weaknesses focuses on internal factors that give the enterprise certain advantages and
disadvantages in meeting the needs of its target markets. This internal environment consists
of variables such as the legal form of the business, the mission and objectives, the
management structure, the corporate culture, the resources of the enterprise and the marketing

instruments. Each of these variables is discussed in detail in this chapter.
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2.2 THEMARKETING ENVIRONMENTOF THE ESTATE AGENCY INDUSTRY
The many variables and forces inside as well as outside the estate agency industry which
influence marketing decisions constitute the marketing environment. This marketing
environment can be defined as the actors and forces outside marketing that affect marketing
management’s ability to develop and maintain successful relationships with its target

customers (Kotler & Armstrong 2001: 87).

The successful management of relationship marketing activities in an estate agency firm calls
for an awareness of the internal and external variables in the marketing environment which
can affect the marketing effort. It requires constant monitoring of the environment — internal
surveillance to ascertain the estate agency's strengths and weaknesses, as well as external
scanning to search for opportunities and threats. The aim is to deploy the estate agency's
strengths and resources in the market in such a way that it can fully utilise the opportunities
and ward off any possible threats. Timeous and continuous scanning of the total environment,
internal as well as external, will enable the estate agency to adaptto a chahging environment
and to adjust its marketing strategy to such a degree that its services will continue to be

marketed successfully .

The marketing environment of an estate agency firm is depicted, in figure 2.1, which shows
that the environment consists of three components, namely the micro-marketing environment,
the market environment and the macro-marketing environment. The micro-environment refers
to the internal environment of the estate agency business and will be discussed in detail in this
chapter. The market and macro-environmental variables, on the other hand, refer to the
external environment of the estate agency and will only be mentioned briefly in this section

since they are discussed in depth in chapter 3.
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FIGURE 2.1
THE MARKETING ENVIRONMENT OF THE ESTATE AGENCY

Micro-marketing Market Macro-marketing
environment environment environment
* Legal form * Technological environment
* Consumers
* Mission and objectives * Economical environment
* Management system |* Competitors * Socio-cultural environment
* Marketing instruments * Physical environment
* Suppliers
* Resources * Politico-governmental
environment
* Corporate culture * Intermediaries
* International environment

-

Source: Adapted from Strydom, Jooste and Cant. 2000. Marketing management. Cape
Town: Juta, p 40.

The market and macro-environments are therefore located outside the estate agency and
represent the environment in which the firm must survive and prosper. These environments
are uncontrollable and the estate agency business must adapt to changes in them. They must
therefore identify opportunities and threats in this environment, and within the limitations of
the strengths and weaknesses in the internal environment, adapt to these changes.
Technological innovation, economic fluctuations, changing social values, demographic trends,
and political changes, for example, are constantly taking place and should be constantly

monitored by the estate agency business. The introduction of information technology and the
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use of computers, for instance, has greatly influenced the estate agency business. The many
functions required for property administration can now be performed with greater ease by
means of this technology. The changing life styles of consumers have also influenced the
estate agency business. House buyers, for instance, tend to be more safety conscious these
days, a fact that influences their requirements when buying a new home. The estate agency
business therefore needs to be aware of all such changes in the external environment in order
to adapt their marketing strategies accordingly. These aspects will, however, be discussed in

more detail in chapter 3.

2.3 THE MICRO-MARKETING ENVIRONMENT

The micro-environment or the internal environment of the estate agency industry comprises
the enterprise (estate agency) itself. Unlike the variables in the external environment, a
measure of control can be exércised by the estate agency over the variables at the micro level.
The variables in this environment include the legal form of the business, the mission and
objectives, the management structure, the corporate culture, the resources of the enterprise and
the marketing instruments, The estate agency may have strong or weak points in respect of
each of these variables. If it shows strength in most of these fields it will experience little
difficulty in reaching its objectives, however, serious weaknesses will impede the marketing
function and may jeopardise further growth and even the ultimate survival of the estate agency
business. An estate agency with conflicting objectives, no clear idea of its mission (ie the
reason for its existence), poor management, and a corporate culture that it not conducive to

efficient cooperation among its personnel, will fail to operate successfully in the market.

The estate agency business therefore needs to determine its strengths and weaknesses in order
to develop a strategy for protecting the weak points from environmental threats and to utilise
the strengths for the exploitation of opportunities in the marketing environment. The following

aspects of the micro-marketing environment of the real estate agency will be discussed:
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¥ Legal form

Mission and objectives
Management system
Resources

*  Marketing mix

Corporate culture

2.4 THE LEGAL FORM OF THE BUSINESS
The legal form of the estate agency business has a direct influence on aspects such as freedom

of operation, perpetuation, saleability, statutory obligations, running costs, taxation and

personal lability.

Table 1.1 in the previous chapter indicates the number of estate agencies in South Africa and

their legal forms. Table 2.1 below shows these numbers converted to percentages.

TABLE 2.1
LEGAL FORMS OF ESTATE AGENCY FIRMS
IN SOUTH AFRICA (1999)

Firms Percentage

Companies 16,3

Partnerships 4.0

Close corporations 29,1

Sole proprietorships 50,5

New firms 0,1
100,00

Source: Estate Agency Affairs Board, 1999.

As can be seen from table 2.1, sole proprietorships constitute 50,5 percent of the total number

of estate agencies in South Africa, followed by close corporations, companies and
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partnerships, which represent 29,1 percent, 16,3 percent and 4 percent of the estate agency

firms 1n South Africa respectively in 1999.

The sole proprietorship is a business owned and managed by one individual (Zimmerer &
Scarborough 1994: 90). 1t can therefore not exist independently of the owner. The popularity
of this form of enterprise amongst estate agencies in South Africa is indicated in table 2.1,
which indicates that 50,5 percent of all estate agencies are sole proprietorships. Sole
proprietorships are easy to form. The assets of the estate agency belong to the owner and the
owner is personally liable for all the debts and claims against the agency. It 1s thus possible for
the owner to lose all his personal possessions if the estate agency firm cannot meet its

obligations.

The owner has direct control and authority over the activities of the estate agency firm and
receives all the profits of the firm. The owner usually acts as manager of the firm and freely
makes decisions regarding its running. As a result the firm can easily adjust to changes. The
sole proprietorship may, however, make exceptionally high demands on the management skills

and personal freedom of the owner.

Partnerships seem to be the least popular legal form for estate agencies in South Africa, since
only four percent of all estate agencies have chosen this form. A partnership is a contractual
relationship between two or more persons (up to twenty in the case of estate agencies) who
practise a lawful business to which every partner has to contribute something, with the objec-

tive of making a profit to be distributed among them (Cronje, Du Toit & Motlatla. 2000: 49).

A partnership corresponds in many respects with a sole proprietorship, and many of the
disadvantages of the sole propnetorship are therefore also applicable to the partnership. A
partnership 1s not a legal entity and all transactions, contracts or agreements are entered nto
by the partners in their personal capacities. The partners are jointly and severely liable for
claims against the partnership, irrespective of which partner is responsible for them. This

aspect could explain the low popularity of the partnership among estate agencies.
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Unless the partners decide differently beforehand, they have joint control and authority over
the firm. This can, in the case of disagreements, cause problems, and in this respect the
partnership is less adaptable to changing circumstances than the sole proprietorship. The fact
that more people have a say in management may, however, improve management, because the
knowledge, experience and skills of more people can be drawn upon. The individual partners

are also subjected to less stress than the owner of a sole proprietorship.

Since there are more individuals available to make contributions and to provide security for

credit, the possibilities of acquiring capital are usually better for a partnership than for a sole

proprietorship.

The company (which functions in terms of the Companies Act of 1973, as amended) may be
regarded as a more advanced form of ownership in which the disadvantages of the sole
proprietorship and the partnership, especially in so far as these concern unlimited liability and
the ability to acquire capital, are eliminated (Cronje et al 2000: 50). In 1999 16,3 percent of
the estate agency firms in South Africa were companies. A company is a legal entity and its
assets and liabilities are therefore divorced from those of the owners (shareholders).
Consequently personal assets of the shareholders are not involved where claims are made

against a company. The liability of the shareholders is limited to the amount paid by them for

their share capital.

The company has definite advantages over the sole proprietorship and the partnership
regarding the possibilities of acquiring capital. The reason for this is that the general public
are invited to invest capital in such a company, and members of the public and financial
institutions are usually prepared to do this because the company 1s a legal entity, liability is

limited and there are strict legal requirements that have to be adhered to.

The life of a company is independent of the lives of its shareholders. The transfer of ownership
in a public company occurs by the unlimited and free transfer of shares. The shares of public
companies are freely traded on the Johannesburg Stock Exchange, but private companies

restrict the transfer of their shares. Since the introduction of close corporations, private
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companies have become less popular forms of enterprise.

Table 2.1 indicates that close corporations are the second most popular form of enterprise
among estate agencies, since 29,1 percent of agencies have chosen this form. A close
corporation is free of many of the formal requirements that govern companies and offers an
attractive alternative to entrepreneurs, who would otherwise have been obliged to make use

of a partnership, a company or a sole proprietorship to do business.

A close corporation is an independent legal entity, and its members are therefore, in general,
not liable for its debts or other claims against it. The close corporation has the same legal
capacity as a natural person (individual) in respect of matters such as entering into agreements
and the registration of fixed property in its name. Membership of a close corporation may vary
from one to ten. The close corporation is "closed" in the sense that there is no divided
responsibility between control and ownership. The interest of amember in a close corporation

1s expressed as a percentage and the total membership interest must always be 100 percent.

The profits of a close corporation are taxed at a fixed rate, which is the same as the rate
applicable to companies. Distributed profits (dividends) are, however, unlike in the case of

companies, not taxable in the hands of members.

When choosing a legal form for the estate agency firm, it is therefore important that both the
advantages and disadvantages of each form be carefully considered, since a legal form should

be chosen which will provide more strengths than weaknesses.

2.5 MISSION AND OBJECTIVES

The mission of an estate agency firm defines its main activities in the present and, above all,
in the future. It 1s the basic purpose for the existence of the firm — that which differentiates
it from other estate agency firms. Jain (2000: 185) defines a mussion statement as the
organisation’s raison d’étre, or what it should work towards, in the light of long-range
opportunity, while Strydom et al (2000: 477) indicate that it describes the nature of the

enterprise's activities and that it should be possible to derive answers to the following



questions from the mission statement:

What is the nature of the business undertaken by the enterprise?

Who are the consumers?

What are these consumers' needs?

What is the nature of the internal resources and abilities at the disposal of the enterprise?
How can the enterprise satisfy consumer needs?

What environmental factors have to be taken into consideration?

The mission statement of an estate agency firm usually refers to its central marketing

orientation. The following is an example of such a mission statement (Maritz & Ghyoot 1990

181):

"We act as catalysts in the selling and leasing of property of all types. Our role is to
bring buyers and sellers, or lessors and lessees, together and facilitate agreement. In

this process it is our service, rather than the property, which we sell.

This service we must render to the best of our ability and at the highest professional

level possible. In the process we intend to become the most successful estate agency

firm in Bloemfontein.

The experience and skills of our sales and office staff and managers are our biggest
asset. The firm cannot exist without these people. Management will do everything

in its power to make this the best firm in Bloemfontein to associate with."

Once the mission of the estate agency firm has been formulated, corresponding goals and
abjectives are determined. The goals and objectives of the estate agency firm should derive

from as well as give precision and direction to the mission statement.
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Objectives are targets for performance which reflect measurable results and timetables for the
accomplishment of such results. Objectives should be established for each performance area
in the firm, for example, market performance objectives, financial performance objectives,

social objectives and personal objectives.

One or two-year time frames for achieving specified targets are commonly labelled short-term.
Long-term objectives lack the specificity of short-term objectives and reflect the strategic

dimensions of the firm.

This study will attempt to determine whether estate agencies do indeed have mission
statements and objectives, whether agents are aware of the mission and objectives of their
firms and whether they strive to reach the set goals and objectives. If estate agents are unaware
of, for example, an objective to emphasise good customer service in order to establish a
differential advantage, this objective will not be achieved and it will be impossible to achieve

the desired differential advantage.

In an estate agency firm the goals and objectives usually deal with a variety of aspects (Maritz
& Ghyoot 1990: 180-182). Objectives are, for instance, set for the services which are provided
to the public, for example, a full range of residential estate agency services, such as buying,
selling and administration. Other goals and objectives involve market segmentation, which
refers to dividing the heterogeneous market into homogeneous subsets of customers. To
achieve maximum satisfaction one or more segments are selected for a concerted marketing
effort. If the estate agency firm, for instance, intends to provide a full range of residential
services, it has to narrow down the services geographically to a specific area, for example, the

southern suburbs of Port Elizabeth or the central city area of Johannesburg.

Goals and objectives can also be set regarding the market share which the estate agency firm
wishes to capture. The firm may, for instance decide to capture ten percent of all house sales,
15 percent of all sectional title sales and 20 percent of all residential property administration

business in, for example, the northern suburbs of Pretoria (Maritz & Ghyoot 1990: 182)
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The size of the business is another aspect for which goals and objectives should be set. The
maximum number of estate agents which the firm intends to employ may, for instance, be
stipulated. Objectives should also be set for productivity and could include aspects such as

desk cost, hours spent or the number of advertisements placed (Maritz & Ghyoot 1990: 182).

The estate agency firm should also decide about the public image which it wants to convey.
Decisions should be taken regarding the maintenance of a high or low public visibility as well
as the type of image which it would like to convey, for example, an agency which i1s

prestigious, or an agency which provides good customer service.

This study will attempt to determine whether goals and objectives are set for estate agency
firms and their employees, since these provide the standards which could influence the success

of relationship marketing.
2.6 THE MANAGEMENT SYSTEM

2.6.1 The management hierarchy in an estate agency firm
As indicated 1n figure 2.2, various levels of management are to be found in an estate agency
firm. These management levelsinclude top management, functional management, supervisory

management and self-management.
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FIGURE 2.2

THE MANAGEMENT HIERARCHY IN AN ESTATE AGENCY FIRM

Em TOP OR STRATEGIC MANAGEMENT |

s

FUNCTIONAL MANAGEMENT

Public Relations

Personnel Marketingﬂj Accountin“g&

Finance

SUPERVISORY MANAGEMENT

Sales Management

Office Management

SELF-MANAGEMENT

Source: Maritz and Ghyoot. 1990. The Estate Agency Business. Cape Town: Juta, p 147.

Top management in an estate agency firm is responsible for making long-term strategic

decisions. The top manager usually analyses the external environment in order to evaluate

opportunities and threats and then adapts his strategic decisions accordingly. Aspects taken

into consideration include trends in the housing market and the actions of competitors (Maritz

& Ghyoot 1990: 146).

The next level of management indicated in figure 2.2 i1s functional management. The

functional departments found in an estate agency firm include public relations, personnel,

marketing, accounting and finance,
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The supervisory management function found in an estate agency firm includes sales and office
management. The manager responsible for sales has direct control over the estate agents and
office personnel and his attention is directed towards weekly and daily performance (Maritz
& Ghyoot 1990: 146). The estate agent, on the other hand, 1s responsible for self-management
which includes aspects such as his own administration, office duties, marketing and personal

organisation.

2.6.2 Organisational structures for estate agency firms

The organisational structure of an enterprise involves dividing the work of the enterprise,
combining it logically into divisions, departments and sections, delegating authority and
establishing coordination, communication and information systems to ensure that everyone is
working in unison to achieve the primary objectives of the enterprise. According to Aaker
(1998: 278) an organisational structure defines lines of authority and communication and

specifies the mechanism by which organisational tasks and programmes are accomplished.

A typical way of illustrating a firm's organisational structure is by means of an organisational
chart. This 1s a graphical representation of how an organisation is put together, Typical

organisational structures for small, medium and large estate agency firms are indicated in

figure 2.3.

Span of control is a very important concept in the structuring of an organisation. This refers
to the number of subordinates who report directly to a manager. The estate agents and office
personnel usually report directly to a sales manager. When the manager's span of control istoo
big for him to manage, this could influence the effectiveness and success of the firm. A narrow
span of control refers to an organisational structure with many management levels and few
subordinates per manager, while a wide span of control refers to few management levels and
many subordinates per manager. Most estate agency firms have flat organisational structures

in order to enable them to respond rapidly to changing conditions in the environment.
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FIGURE 2.3

TYPICAL ORGANISATIONAL STRUCTURES FOR ESTATE AGENCY
FIRMS OF VARIOUS SIZES
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FIGURE 2.3 (Continued)
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A LARGE FIRM WITH MORE THAN ONE BRANCH OFFICE
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Source: Maritz and Ghyoot. 1990. The Estate Agency Business. Cape Town: Juta, p 154,
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The design of the organisational structure of a firm also entails the allocation of authority to
each post in an organisational structure. Authority is the right to command or give orders. It

indicates the right to take action to compel the performance of duties and punish default or

negligence.

In the formal organisational structure two kinds of authority exist, namely line authority and
staff authority, Line authority is the most fundamental type of authority and is often referred
to as direct authority. It 1s authority that is delegated down through the line of command. In
the small firm indicated in figure 2.3, the top manager has line authority over all his
employees. Line authority therefore results in a chain of command which runs from the top

to the bottom of the firm and establishes an authority-responsibility relationship throughout.

Staff authority, on the other hand, is indirect and supplementary authority. Its scope 1s limited
in that 1s does not provide the right to command. Individuals with staff authority assist, advise
and recommend. Their source of authority is usually their special knowledge of some
particular field. They do not take strategic decisions or determine policy, they only recommend
certain actions. In the large firm indicated in figure 2.3, the office manager has direct authority
over his own personnel, but since he is an advisor with specialised knowledge, he also has

staff authority regarding the rest of the firm.

The organisational structure of an estate agency should be designed in such a way that all
personnel and all departments can work together to achieve the objectives of the firm. This
refers to the systems-orientation principle of the marketing concept which was mentioned in

chapter 1. The marketing concept will be discussed in greater detail in chapter 4.

2.6.3 Networking

Estate agents often engage in a variety of networks that can influence the management system
in the firm. Networks in real estate are the organisations that coordinate some kind of formal
arrangement between a number of participating estate agency firms, uniting or linking them
together, frequently under a universally identifiable name or device, whilst offering a selection

of services and benefits (Institute of Estate Agents 1995: 107).
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According to Swanepoel (1989: 117), the first form of cooperation between estate agents in
South Africa took place in the 1970s. Some of the trends were manifested in the form of
franchising while others were in the form of listing groups. A host of informal arrangements
between different estate agency firms exists, whereby sales leads are referred to one another
when the occasion arises. Referrals are the backbone of any successful salesperson,
consequently staying in touch with buyers and sellers after the sale has been conducted

frequently pays off (Swanepoel 1989: 117).

A frequent occurrence is a sales lead that falls outside the trading area of the estate agent and
1s therefore lost to the agent. If, however, the estate agent has an arrangement with a network
of reliable estate agents throughout the country he can refer a sales lead and earn a commission

when a successful transaction is conducted.

In 1987 two different groups, Nationwide and National Buyers Network, were the first to
promote the concept of referrals on a formally organised basis, through inviting estate agents
on a national basis to become members of a national referral group (Swanepoel 1989: 117).

Various other groups such as Multinet followed.

Three types of networks which are used by estate agencies in South Africa, namely intercity
referral networks, franchising and multi-listing services, will now be discussed in greater

detail.

2.6.3.1 Intercity referral networks
This network system allows participating estate agents to share industry and client information,

thereby enabling estate agency firms to provide services over long distances.

According to Swanepoel (1989: 118) justunder eight out of every ten households relocate out-
side of their old neighbourhood, and probably outside of the estate agent's trading area. A need
therefore arises for the referral of a sales lead from an estate agent in one city to an estate agent
in another city. Although the concept of referring a sales lead between estate agents in diffe-

rent cities 1s basically the same, different network groups approach the concept differently.
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Intercity referral networks today supply a variety of additional services very similar to that of
franchise groups. However, joining or leaving an intercity referral network is usually much
simpler than is the case with a franchise. Today the best example of an intercity network is
HomeNet and whilst closer to a referral network, 1t has adopted various franchise-like
structures, such as the incorporation of the HomeNet logo into the names of the participating

firms (Institute of Estate Agents 1995: 109).

2.6.3.2 Franchisin g

According to Strydom et al (2000; 295) franchising is defined in South Africa as a business
arrangement whereby a company or individual (the franchisor) grants an independent party
(the franchisee) the right to sell the company’s products or services according to the guidelines

set down by the franchisor.

The franchise concept allows for a large density of offices so that a synergistic effect can be
created. Synergism can be defined as the cooperative action of more than one estate agency,
so that the total effect is greater than the effects of the estate agencies independently. The
franchisee therefore benefits every time another franchisee of the same group promotes the

common trademark.

Franchising was introduced into the real estate industry in South Africa in the late seventies,
and although it met with some failure in the initial stages, played a major role in establishing
AidaReal Estate as the only truly national firm by the mid eighties. (Institute of Estate Agents
1995: 108). During the early nineties franchising became the single fastest growing trend in
the real estate industry in South Africa and today most of the country’s top firms have a
franchise network. Remax, for instance, had 67 franchises throughout South Africa in 2001,

The advantages and disadvantages of a franchise to the franchisee are set out in table 2.2.
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TABLE 2.2
ADVANTAGES AND DISADVANTAGES OF A FRANCHISE

Advantages for the participating firm (franchisee)

An operating system with a proven track record including all the items required to run
the business successfully.

Continuous research and product improvement.

A known, acceptable national image, as well as a national advertising campaign.
Help with day-to-day problem solving is usually provided.

Potentially larger income and lower overheads.

The agency would be easier to sell, should 1t be necessary to do so.

Disadvantages for the participating firm (franchisee)
The strict, although limited, control the franchisor has over the franchisee.

The restriction of trade areas.

Potentially conflicting interests of franchisor and franchisee.

¥ The sometimes high cost of purchase of rights or conversion to franchised name.

s

Source: Institute of Estate Agents of South Africa. 1995. New Real Estate Sales Guide.
Kenwyn: Juta.

There has recently been an upsurge in the franchising concept among independent estate
agents in South Africa. This trend can be ascribed to a number of factors (The property

professional, Jan/Feb 1995: 23):

Increasing competition from large groups of franchised or networked agencies.

The arrival on the local market of overseas franchise networks.

Rising advertising costs.

The need for estate agents to remain up to date with regérd to the latest concepts and
trends in an increasingly complex industry.

The growing "globalisation" of the property market where clients have come to expect

countrywide and even international representation.
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Faced with tough competition from the larger groups and big institutions, many smaller estate

agencies thus choose to join franchise networks.

2.6.3.3  Multi listing

Multi listing does not replace any of the existing methods by which property is sold. It purely
provides an additional alternative to the normal methods of selling a home (Swanepoel 1989:
137-139). The normal methods include the owner as the seller, an open mandate, exclusive

mandate or a sole mandate.

In cases where an owner attempts to sell his property the advantage is that the seller hopes to
save the commission that would normally have to be paid to the estate agent. The disadvantage
1s that owing to a lack of sufficient knowledge and experience in the real estate market, sellers

many times fall into the many pitfalls which exist, resulting in financial loss.

In the case of an open mandate, the seller gives a mandate to any number of estate agents,
allowing them the right to sell his property. The advantage of this system is that the seller
obtains wide exposure of his property. The disadvantage is that each estate agent is in direct
competition with the other estate agents and thus has little incentive to apply his skills as best
he can, for the property may well be sold by one of the other estate agents. Should the estate

agent advertise the property or arrange a show house, other agents will identify and obtain the

listing.

The sole mandate is by far the most suitable and effective alternative of the methods discussed
thus far. The main advantage of this type of mandate is that it places a legal and ethical
obligation on the estate agent to deliver the most effective marketing service of which he is
capable. The estate agent is in the position where he can afford to spend the maximum in
terms of direct cost and time in advising and counselling the seller, advertising the property
for sale, erecting "for sale" signs and arranging show days, with the knowledge that if the job
1s done well, and the property sells, he will be entitled to commission. The disadvantage of this
type of mandate is the restriction that only one estate agency is entitled to promote and sell the

property. Should the agent have priced this property incorrectly or not have a potential buyer,
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a sale may never take place.

Under an exclusive mandate the agent is entitled to the commission, regardless of who sells
the property (including the owner) during the period of the mandate. The other alternative is
an open or sole mandate combined with the additional right to multi list the property to all
other participating multi list agents. Most systems require either mandatory or voluntary
distribution of listings (Institute of Estate Agents 1995: 110). In the case of mandatory
distribution participation demands that after joining all listings must be placed in the system

and shared with all other members.

Voluntary distribution allows selection by the member as to whether the listing is kept only
for the listing firm or 1s placed in the multi-listing system. In South Africa, the first roots of
formal multi listing started in the mid seventies, but it was not until the late eighties that it
became generally accepted, although not necessarily generally used. Only one company, Real
Estate Multi-Listing Services, better known as MLS (the internationally used acronym for the
concept), has really succeeded nationally. At the same time, however, various local multiple
listing systems were well supported in certain towns throughout the country. Another national
multi listing network in South Affica is the service known as Computerised Multi Listing
(CML) offered by Comprehensive Property Services (CPS). CPS is awholly owned subsidiary

of some of the major banks started in the early nineties. The advantages of multi listing are:

a) The listing agent 1s still compelled to do his utmost to sell the property before another
participating multi-list estate agent does so, in order to earn the whole commission

offered by the seller.

b) At the same time, the listing agent is forced to do his utmost to encourage and support
other participating multi-list estate agents in their efforts to sell the property in order to
ensure that a sale takes place before the termination of the mandate, thereby ensuring that

he will receive at least a portion of the commission paid by the seller.

c) Other participating multi-list estate agents will do their utmost to sell the agent's listing
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since they not only receive the larger portion of the commission, but can capitalise on the

counselling and work which the listing agent has already put into the listing.

The disadvantages of multi listing are:

a) No exclusive dedication by the selling agent to provide absolute dedicated service.

b) The opening of listings to potentially non-professional estate agents, who could sell the

listings of professional estate agents and fail to render a professional service to the

clients.

c) A fear that small estate agency firms with low overhead costs could, parasitically, make
use of the listings of the large estate agency firms with high overhead costs, thereby

reducing the potential earnings of such large estate agency firms.

Membership of a multi-listing system is not exclusive as is the case with franchising. On the
contrary, multi listing thrives when a large number of agents in a region utilise the network.

A firm may thus belong to a franchise group and also use the services of a multi-listing system

(Institute of Estate Agents 1995:111).

It is often said that "strength is to be found in numbers" and therefore it is not surprising that
in the estate agency industry an increasing number of estate agents seem to make use of the
network systems available in South Africa. This study will attempt to determine whether estate

agencies make use of networking systems with a view to improve their service to buyers and

sellers.

2.7 RESOURCES
The two most important resources in an estate agency are the availability of funds (capital) and
manpower (human resources) for the performance of the marketing task. If, for instance, there

is insufficient funds for an advertising campaign, the estate agency's marketing strategy may

fail.
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The expertise or abilities of the estate agents are also important resources which the estate
agency cannot do without. If the estate agent, for example, does not know how to obtain a
sales mandate, how to launch an advertising campaign, how to qualify buyers or how to do a

market valuation, the estate agency's marketing effort will fail.

The availability of adequate resources is therefore a prerequisite for successfully marketing the
services of the estate agency and its agents, and there is little point in striving after idealistic

objectives if the resources of the estate agency are limited.

2.7.1 Human resources

Entry of estate agents into the industry was made easier in April 1994 when it was announced
that it was no longer compulsory for estate agents to write the Estate Agency Affairs Board
examinations. This examination was first introduced in 1984 and deals with all aspects of the
estate agency industry. Prospective estate agents may now register with the Board and serve
what 1s known as a candidate period of one year, after which they are registered as estate
agents. The comparative ease with which estate agents can now enter the market 1s, however,
a matter of great concern to estate agents who have been in the industry for many years, as
well as to the Institute of Estate Agents. They are of the opinion that the compulsory
examination was appropriate since the estate agent deals with a buyer's single biggest

investment, which means that extreme professional service by the estate agent is required.

In 1978 there were approximately 7 000 registered estate agents in South Africa. In 1994 this
figure was approximately 40 000, while in 1999 the figure was 25 725. Many of these people
have not been exposed to the appropriate education, neither have they been exposed to the
increased sophistication of the market. In 1995 concern was expressed about many of the
estate agents in the industry who are not qualified and do not conduct their business professio-

nally and ethically (Rekord, 10 February 1995: 17; Estate Agency Affairs Board, 1999).

Since estate agents are the most important asset and financial investment of an estate agency
firm, no estate agency can grow in size and prosper without qualified, professional, motivated

and devoted estate agents. The estate agency therefore has to be able to attract successful or
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potentially successful estate agents. Human resource or personnel management in the estate
agency business is thus of the utmost importance. If such management 1s not conducted
properly, unqualified estate agents could be recruited who may not be able to effectively
conduct the selling process, provide customer service and develop enduring relationships with
customers, which will eventually mean lost business to the firm. Because of the influence of
personnel management on the aspects of relationship marketing, personnel management in the
estate agency business will be discussed in detail in this section. It involves the management
of the estate agents as well as that of the administrative or office personnel. In this study,

however, only the management of estate agents will be covered.

The British Institute for Personnel Management define personnel management as “... that part
of management concerned with people at work and with their relationships within an
enterprise. Its aim 1s to bring together and develop into an effective organisation the men and
women who make up an enterprise and, having regard for the well being of the individual and

of working groups, to enable them to make their best contribution to its success” (Gerber, Nel

& Van Dyk 1998 9).

Personnel or human resource management consists of several interrelated activities. These

activities are:

manpower planning

*  recruitment

selection and appointment
induction

training

compensation

retention

termination.

These activities are indicated in figure 2.4 and are discussed in the following sections.
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FIGURE 2.4

PERSONNEL MANAGEMENT FUNCTIONS
IN THE ESTATE AGENCY BUSINESS
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2.7.2 Manpower planning

Manpower planning refers to the intended actions in the firm which aim to ensure that the
right number and quality of employees are available at the right time to help realise the current
and future objectives of the firm. When developing a manpower plan a thorough analysis of

the estate agency's objectives is first done before attention is given to the following aspects:

Job analysis

Staff requirements

Business culture

Policy and procedures manual
Compensation policy

Financial budget for personnel management

Time frame of personnel plan.
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2.7.2.1 Job analysis

A job analysis is the critical foundation on which to build the entire sales force development
in the estate agency firm. An inaccurate or incomplete evaluation of the requirements of a sales
position/s can be costly to the estate agency in both sales force turnover and lost business
opportunities. Conducting a job analysis involves collecting and analysing data to determine
what activities and responsibilities will constitute a specific sales position. According to
Swanepoel, Erasmus, Van Wyk and Schenk (2000: 262), information gathered from a job

analysis generates the following two outcomes:

A job description, which consists of information extracted from analyses which contain

the tasks, behaviours, responsibilities, and activities necessary for the completion of the

job.

A job specification, which summarises the human characteristics, such as knowledge,

skills, training and experiences necessary for satisfactory job completion.

Truter (1993: 12-20) mentions the following characteristics which are important in order to

be a successful estate agent:

a) Physical attributes
Real estate work entails a substantial amount of negotiation. This is physically and emotionally

demanding and calls for a singular degree of tenacity and emotional stability.

The agent must first negotiate for the stock, and then for its sale. No business can operate
without stock. Listed stock is the power base from which an estate agent operates; and while
agents in the estate agency industry enjoy the advantage of not having to pay cash for their
stock, they are required to make a significant input in terms of time, planning, energy,

perseverance and enthusiasm in order to canvass such stock.

In most professions exposure to stress and tension is inevitable and the real estate profession

1s no exception. Stress affects every estate agent to some degree. He builds on hopes and
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expectations on a daily basis, and deals often fall through only hours before finalisation. An
estate agent must therefore be fit, healthy and mentally sound to be able to muster the physical

stamina, mental alertness and drive required for the job.

b) Psychological traits

Although courses and training sessions are provided to equip agents for the practical aspects
of their work, an estate agent must be endowed with certain psychological qualities. Mental
balance, motivation, creativity, drive, optimism, initiative, sound judgement and perseverance

are some of the characteristics which an estate agent should have.

* Mental balance

Healthy optimism and a positive self-image are part of mental balance. A well-balanced estate
agent will be able to evaluate himself and the image that he projects objectively, identify
shortcomings and capitalise on strong points. Self-confidence 1s the basis for success 1n the
estate agency field. An estate agent must believe that he 1s an achiever, but be realistic about

reconciling goals with abilities.

Anyone who has the aptitude and enthusiasm for selling and is prepared to apply himself
diligently can sell property. The estate agent, however, must be realistic. He must be able to
analyse the reasons for failure objectively, rethink strategies and make adjustments wherever
they are required. Entering the real estate profession is not tantamount to taking a risk. It is
essential that an estate agent should have faith in himself and in the work that he does. He
must be dedicated and willing to work hard, and must not allow fear of failure and self-doubt

to deter him from experimenting or availing himself of obvious opportunities.

* Self-motivation

In the estate agency profession an estate agent works fairly independently. Estate work does
not require either physical evidence of work in the form that many other jobs do, or continued
presence in an office. No-one is likely to check on the movements of individual agents, so it
1s really up to the individual to determine his own input. An agent must therefore mobilise his

own energy and motivation to achieve his goals.
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* Initiative and creativity
Initiative and creativity are useful qualities in an estate agent. These characteristics promote
inovation and enable an individual to process information in unique ways and to explore new

angles.

* Adaptability

An estate agent should be adaptable in the sense of being able to function socially at any level.
He should have the ability to deal with difficult or indecisive clients. When there are
unexpected changes in plans or appointments, the agent should remain calm and diplomatic,
however irritated he may feel. There are times when it is best for the estate agent just to wait
patiently and allow a potential buyer to reach a decision in his own time, despite pressure from
the seller. In other situations the estate agent needs to move quickly, assertively and decisively.
The ability to interpret a situation accurately and to remain in control is important in the estate

agency field.

* Integrity

Integrity is the quality of being honest and firm with regard to personal principles, and it is
linked to credibility and the social-responsibility principle of the marketing concept which will
be discussed in chapter 4. An estate agent should avoid transactions that could affect his
reputation, that of the estate agency profession, or either of the parties, detrimentally. An estate
agent who knows that his integrity is beyond question will project this certainty in his dealings

with his colleagues and clients.

Within the context of relationships with colleagues, this quality cements relationships and
plays a significant role in building a strong team spirit. There must be trust if people are to
succeed as a team, and this is not possible if any member of the team is open to dealings that

could be regarded as shady and may therefore jeopardise the reputation of colleagues.

Members of the public entrust negotiation of their most valuable asset or investment to estate
agents. It 1s logical that an estate agent will therefore enjoy a position of relative visibility in

the public eye, and if he indulges in dishonest or shady practices, people will certainly be less
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inclined to have him negotiate on their behalf.

Integrity must also be based on knowledge. An agent who is well informed is in a position to
provide accurate facts and offer informed opinions. The agent must, however, also be prepared
to admit when he does not have the answer to a request for information and must then offer
to obtain the information required, rather than pretending to be sure of his facts, and bluffing
his way through a situation, only to be proven wrong later. The estate agent should show

loyalty to the profession by being honest and open in all business transactions.

* Interpersonal skills

Because an agent does not have a product at hand, he represents his product and must be able
to sell himself'to the public before he can sell property. Successful business relationships must
be based on sound communication. Good communicators are normally good estate agents. In
the context of property sales, communication centres on persuasive sales talk or deduction of
information. During the course of negotiations, an adept communicator will be able to elicit

information and glean facts subtly and often without asking many direct questions.

Communication is an essential ingredient in any transaction, and is as much a process of
listening as it is of speaking. A successful estate agent must master the art of listening rather
than just hearing, be a good observer, and be able to evaluate people and situations and
provide explanations in such a way that a client will understand exactly what the ramifications

of the transaction entail. Even highly educated clients are laymen in the field of real estate.

c¢) Service orientation

Provision of service 1s one of the secrets of success in real estate and one of the main
ingredients of the relationship marketing concept. The estate agent must be prepared to
provide service — even to those who are merely potential clients. In order to offer quality
service the agent must be knowledgeable and informed. He should not be tardy in offering

people the benefit of his expertise, even on an informal basis.

Estate agents are sometimes regarded as intruders who are intent on making easy money. It
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1S up to the members of the profession to change this perception by building a sound reputation
through the quality of the service that they provide. Maintenance of high ethical standards and
inherently good service will convince the public that agents are not parasites and actually work

hard for their money.

Simple practicalities and good logistics are an integral part of service. No estate agent who
forgets appointments, arrives late, has insufficient information available, or appears to be
disorganised can be seen to be offering good service. Quality service makes a solid

contribution towards a good professional reputation.

d) Practicalities

An estate agent must be in possession of a reliable and acceptable means of transport and be
in a position to meet his financial commitments without any income for the first three to six
months, and perhaps longer. Even if the agent achieves immediate success, commission is

sometimes not paid out before the seller receives his money, and this could take several

months.

2.7.2.2 Other aspects concerning the manpower plan

After a job analysis has been conducted regarding the jobs that need to be done in an estate
agency, the staff requirements are determined. Staff requirements basically refer to the short
and long-term personnel requirements, in other words, the current and future staff
requirements. The business culture requirements are also determined. This refers to the type
of person who will fit into the business culture of the estate agency firm. If, for instance, the
top manager holds a master's degree, he may insist that as far as possible only salespeople with
university degrees be appointed to ensure that a specific outlook will prevail among members
of the sales force (Maritz & Ghyoot 1990: 280). The personality and outlook of the estate

agent should also fit into the environment in the estate agency firm.

A policy and procedures manual should be compiled, which spells out the ground rules for
interpersonal relationships within the firm and the behaviour of staff towards clients. In

addition to this, the estate agency firm also has to prepare a compensation policy, which
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spells out how the recruited estate agent/s will be compensated. This compensation plan refers
to matters such as the payment of commission, bonuses, salaries, fringe benefits and incentive
schemes (Maritz & Ghyoot 1990:288). These aspects will be covered in greater detail in

section 2.7.7.

As part of the manpower plan, a financial budget for personnel management should also be
prepared. Decisions, for example, have to be made regarding how much is to be set aside for,
inter alia, recruiting, training and compensation. Decisions regarding the time frame of the

manpower plan also have to be taken.

Once all the above aspects have been covered, the manpower plan is complete, and the agency
1s prepared for the next activity in the process of the provision of manpower, which is

recruiting.

2.7.3 Recruitment

Since April 1994, when 1t was no longer compulsory for prospective estate agents to write the
Board examinations, estate agencies became particularly selective when choosing estate agents
to employ. Only a few estate agency firms, for example Seeff Residential Properties, specify
that agents wishing to join their companies must successfully complete the Estate Agency
Affairs Board examination. Because many unqualified, unprofessional and unethical estate
agents are now part of the industry, estate agencies have to exert strict control over the influx

of sales staff into the estate agency firm.

According to Stanton and Spiro (1999: 135), recruitment includes all activities involved in
securing individuals who will apply for the job. Recruitment means searching as widely and
as thoroughly as possible for estate agents who could be suitable for vacancies in the estate

agency firm and encouraging them to apply for these vacancies.

The sources used by estate agencies can be divided into two categories, namely internal

sources and external sources.
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a) Internal sources

* Current employees

Employees already working for an estate agency provide an abundance of recruiting
opportunities. Current employees may fill vacancies through promotions, advancements or
transfers (Stanton & Sipiro 1999: 139). In addition, they serve as a referral service through
which potential estate agents may be discovered. Present sales people know the kind of person
the estate agency is seeking. They know the job and agency well, and they can do much to sell
the opportunities to prospective applicants. An agency's sales people continually meet
representatives from other estate agencies and make contacts through social, sport and

business clubs, or at seminars and conferences. They are also often acquainted with the

qualifications of some of the prospects.
b) External sources

* Advertisements
A common method of recruitment isto invite applications through advertisements. Advertising
has the advantage of reaching a large audience of possible applicants. Some degree of

selectivity can be achieved by using newspapers and journals directed to estate agents or the

real estate market,

* Walk-ins
Job applicants who appear at estate agencies without appointments are considered walk-in
applicants. In most of these cases, however, the quality of applicants is usually lower than that

obtained through other recruiting techniques (Carrel, Elbert & Hatfield 2000: 167).

* Referrals

Referrals are usually the most important recruitment source for estate agencies. Current
employees of an estate agency often recommend an acquaintance for a vacant position. The
quality of employee-referred applicants is normally quite high, since employees are generally

hesitant to recommend individuals who might not perform well (Sherman, Bohlander & Snell
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1998:145)

* Other estate agencies

There are different views about recruiting competitor's estate agents. On the one hand, they
know the business and market well. They are also experienced sellers and therefore require
less training. On the other hand, it may be more difficult for these people to unlearn old
practices and make the adjustment required by a new environment (Stanton & Spiro 1999:

140).

* Salespeople from noncompeting companies

Salespeople in other industries are often well trained in the principles of selling and may
become "fast starters" in the estate agency business (Maritz & Ghyoot 1990: 289). The estate
agency should, however, be willing to spend a considerable amount of time to teach these

people the principles of selling real estate.

* Employment agencies
Smaller firms which do not have the services of a full-time human resources manager
sometimes make use of employment agencies to perform the recruitment and preliminary

selection of candidates on behalf of the enterprise.

* Direct mail

Direct mail 1s used when estate agents are needed urgently and involves the development of

a recruitment brochure.

Once the estate agency has recruited enough candidates by consulting the abovementioned
sources, those candidates who possess the necessary qualifications to perform the specific job
are separated from those who do not. This selection and appointment process is discussed in

the following section.

2.7.4 Selection and appointment

The recruiting process yields a number of applicants whose qualifications must be measured
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against the requirements of the job. Selection is the process of choosing individuals who have
the relevant qualifications to fill existing or projected job openings (Sherman, Bohlander &
Snell 1998:172). The objective of selection is to appoint employees who should best be

capable of meeting the desired performance standards.

The process of selecting the most suitable estate agents is of the utmost importance in the
estate agency business. According to Maritz and Ghyoot (1990: 293) each salesperson in an
estate agency firm has a calculable desk cost, which is usually substantial. Desk cost is the
total expense of operating the office divided by the number of salespeople. If the agency's
current desk cost is R1 000 per month, an unsuccessful salesperson will cost the agency R6
000 within six months. Six months is also the expected minimum average time that it will take
a novice in the residential estate agency business to receive adequate training, develop the
necessary skills, acquire the necessary experience and knowledge, and develop the skill of
selling successfully. If the person then resigns, as many do, because he does not have the
required attributes, the estate agency will be R6 000 poorer. A strict selection procedure is

therefore essential in the estate agency business.

The instruments which a company uses to process its sales recruits should fit the particular
needs of the firm. Standardised forms (application forms, interview forms, and so on) prepared

for general use are usually less effective than those a company develops for its own use

(Stanton & Spiro 1999: 165).

The selection process consists of three stages, namely a preliminary screening, an intensive
appraisal and the final selection. These three stages and the instruments which can be used by

estate agencies during each stage are now discussed.

2.7.4.1 Preliminary screening
The first step in the preliminary screening is the examination of an application form. An
application form is a written form completed by job candidates detailing their educational

background, previous work history, past references, and certain personal data.
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The application form is a preliminary selection instrument. Apart from the questions regarding
basic information such as personal information, qualifications and experience, other questions
can be included aimed at finding out more about the applicant's career aspirations, leisure time
utilisation, community development and so on. If the prospective estate agent has a record of

failure or job instability this could be causes for concern.

When the completed application form has been examined, the unwanted applicants should be
separated from the potentially successful ones. The best method is to compare the applicant's
form with the job specifications, Once the human resources manager has eliminated the
unwanted applicants, he can proceed to the next step in the preliminary selection process,

namely the employment interview.

Virtually no estate agent is ever hired without a personal interview, and there are no
satisfactory substitutes for this procedure. None of the other selection instruments can take the

place of getting to know applicants personally by talking to them (Stanton & Spiro 1999: 169).

Jobber and Lancaster (1997: 278) define the employment interview as a verbal exchange
between an employer and a prospective employee for the purpose of obtaining information

about the applicant's job capabilities, and providing the applicant with knowledge about the

organisation.

According to Stanton and Spiro (1999: 171) there are several different formats in which
interviews can be conducted. In the structured or patterned interview, forms are developed
which provide interviewers with a planned format for questioning candidates. In the
unstructured or nondirective interview there are no established questions or areas to cover.
Interviewers adjust to each situation, using their own discretion and skills to probe areas they
consider important. The semi-structured or mixed interview provides an eclectic approach
to interviewing and is, according to Maritz and Ghyoot (1990: 297), the best type of interview
to use when interviewing estate agents. Certain questions that will be asked of all applicants
are prepared in advance. However, the interviewer is permitted to digress into other areas and

to allow time for casual, unstructured and spontaneous discussion.
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Maritz and Ghyoot (1990: 298) suggest the following nine personality characteristics that are
generally regarded as success indicators as far as salespeople are concerned and which should

be determined during the screening interview:

Drive and ability to succeed

*  Ability to work with people (communication skills, ability to establish rapport)
*  Positive self-image

*  Devotion

*  Capacity for motivation

*  Organisational skill and goal orientation

*  Financial motivation

*

Self-discipline

*  Stamina

The interview 1s not only a means for determining an applicant's fitness for a job, 1t also offers
an employer the opportunity to answer a recruit's questions about the company and the
position. The applicant can learn about such things as the nature of the job, the compensation,
the type of training and supervision provided, and the opportunities for the future. Once the
employment interview has been completed, the next step in the selection process is the

intensive appraisal.

2.7.4.2  Intensive appraisal

During the intensive appraisal stage a variety of employment tests can be conducted.
Swanepoel et al (2000: 317) define an employment test as an instrument which is used to
obtain information about personal characteristics. The main types of test used in selecting

estate agents are intelligence, personality, aptitude and achievement tests.

Mental intelligence tests are intended to measure a person's native intelligence (IQ or
intelligence quotient). Personality tests are measures that assess the underlying psychological
constructs which determine how individuals will behaviourally respond to social situations.

These tests are the most risky and difficult to validate because of the inability to identify the
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traits needed for a particular sales job (Stanton & Spiro 1999: 177). The administering of these

tests is regulated by legislation and they are not made available to everyone.

Aptitude tests are designed to measure a person's aptitude for selling, while an example of an
achievement test is the Estate Agency Affairs Board examination. The purpose of this test is
to determine the knowledge that the estate agent has of the prescribed syllabus. In measuring
knowledge, this test has been shown to have high validity and reliability (Maritz & Ghyoot
1990: 302). It is not intended to predict intelligence, aptitude, personality or potential success
as an estate agent, but indicates only what a person has learned about the relevant economic

and legal aspects of real estate.

It is important to note that tests can never forecast accurately how successful an applicant will
be in the job situation. Test results give only a general indication and should always be

considered together with other information on the applicant.

2.7.4.3 Final selection

When applicants on the shortlist are finally weighed against one another, a background

investigation should be conducted regarding each applicant.

The background investigation is also known as the reference check and is a process under-
taken to gather information about an applicant's work history, educational background, and

social behaviours, from people with whom the applicant has previously been associated

(Swanepoel et al 2000: 325).

Information about the applicant's employment history and financial status should be checked
by letter, telephone or personal visits. Permission does, however, have to be obtained from the

applicant before contacting the present employer.

The financial status of the applicant usually provides an indication of his financial
responsibility, and in the case of an estate agent, possibly also of the extent to which he is able

to support himself during the initial period when he may not be earning commission. Some
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of this information is gathered by local credit information companies, and can thus be verified

by contacting them (Maritz & Ghyoot 1990: 302).

Once the background investigation has been completed, a decision has to be made regarding

the most suitable applicant and he or she has to be offered the position.

2.7.5 Induction

Once a new employee starts employment at a firm, he should participate in a formal induction
programme. Induction is the formal process of familiarising new estate agents with the firm,
their jobs and their work units. The more time is spent in helping new estate agents feel
welcome, the more likely they are to identify with the firm and become valuable members of
1t. An induction programme is designed to influence employee attitudes about the work they
will be doing and their role in the firm. It defines the philosophy behind the firm's rules and
provides a framework for job-related tasks (Sherman, Bohlander & Snell 1998:241).

The overall objectives of an induction programme for estate agents are to reduce anxiety, to
enable a new agent to attain the required performance standards sooner, and to reduce staff
turnover (Maritz & Ghyoot 1990:305). In the estate agency industry, agents tend not to remain
with one agency for very long, before moving on to the next agency or resigning altogether.
With the correct induction approach the agent will ascertain his true position in the firm

without delay, and without any uncertainties influencing his position which might cause him

to leave.

An induction programme in the estate agency industry normally covers the following areas

(Maritz & Ghyoot 1990:305):

The administrative and sales staff with whom the agent will work
The policies and procedures of the firm

The standard forms used in the office

People outside the firm with whom he will liaise frequently

Stock of properties currently offered for sale, if applicable
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*  Personal goal-setting
*  Files kept by the firm

*  The rudiments of the sales process.

A well-designed induction programme normally produces self-assured, productive estate
agents and a greatly reduced rate of staff-turnover. Once this induction programme has been

completed, the newly appointed estate agents normally go through a training programme.

2.7.6 The training programme

The ultimate success of an estate agency business depends on its estate agents. Effective
control and the training of estate agents is therefore of the utmost importance. Many agents
earn relatively little every month, This can be attributed partly to the low level of training of

many agents and the fact that many new agents enter the industry annually.

In general, it i1s accepted that more or less 20 percent of agents are responsible for
approximately 80 percent of the number of property sales. The problem is that some agents
who earn small commissions cannot resist the temptation to take short cuts. This situation can
worsen if the industry is not controlled effectively. A good training programme will, however,
enable agents to deliver an efficient and professional service, to develop long-term relation-

ships with clients and to earn a reasonable salary (Property Guide, 24 March 1995, p 28).

Awell-planned training programme is thus regarded as essential in the estate agency business

since it is seen as a vital link in the process of converting the recruit into a productive

salesperson.

The development of a training programme for estate agents must be approached systematically
and logically. Sherman, Bohlander and Snell (1998:216) suggest the following four phases in

the development of a training programme:

*  Phase 1: Conducting the needs assessment

*  Phase 2: Designing the training programme
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*  Phase 3: Implementing the training programme

*  Phase 4. Evaluating the training programme.

The development of the training programme is discussed in the following sections.

2.7.6.1 Phase 1: Conducting the needs assessment
The first logical step in the development of a training programme is the determination of the
training needs of employees. The techniques used in determining the need for training

comprise analyses on three levels, namely organisational, operational and individual.

* Organisational analysis. By looking at the objectives of the estate agency firm and the
strategic plans for reaching these, it can be determined whether new or changed needs for
training have emerged. New training needs can also be exposed by evaluating the success of
previous training programmes. In addition, it can also be established whether the firm has
managed to achieve certain objectives. If these objectives have not been reached, there

probably is a need for a new training programme.

* Operational analysis. On an operational level job analysis or job specifications can give an
indication of the level of skill or ability required for an employee. If the estate agent does not
meet these requirements, or if his output falls short of them, training can bring him up to

standard.

* Analysis of the individual employee. The work performance of the individual estate agent,
that is, his individual effectiveness and efficiency, can be measured against predetermined
standards. If he does not meet these required standards, the reasons can be investigated. This
will then give an indication of the extent to which the individual needs training. An estate
agent, for instance, could be lacking the skills to write effective advertisements for selling

homes and training in this field is thus required.

Once a needs assessment has been done, the next phase of the development of the training

programme should be entered, namely the design of such a programme.
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2.7.6.2 Phase 2: Designing the training programme

The success of training programmes depends on more than the firm's ability to identify training
needs. Success hinges on taking the information gained from needs analyses and utilising it
to design first-rate training programmes. Training design should focus on at least five areas,
namely the objectives of the training programme, the attendance, the contents, the type of

programme and the instructors.

As aresult of the needs assessment conducted during the first phase, a more complete picture
of the training needs will emerge. On the basis of this information, the objectives of the
training programme can be determined. In addition to the obvious goals of increasing sales
productivity and job satisfaction, training programmes also have other objectives. Good
training programmes, for instance, can lower staffturnover, because well-trained estate agents
are less likely to fail and become discouraged. Morale can be improved if, during the training
programme, new estate agents are given some idea about their place and purpose in the
company. A good training programme can also make estate agents aware of the importance
of establishing and maintaining good customer relations. In addition, better time management
can be taught during training programmes, where the trainees learn how to achieve a greater

output from the relatively few hours available for working.

Once the objectives of the training programme have been established, the attendance should
be determined. All new estate agents in a firm should attend a basic sales training programme
in order to ensure that all the estate agents have the same basic training. Training should,
however, be provided for both new and established estate agents. The type of training given

to new employees is called initial training, whereas that provided for established employees

is called continuous training,

The various benefits which the firm and estate agents derive from training correspond to a
large extent with the training programme objectives. These include (Maritz & Ghyoot

1990:309) the following:
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*  Improved sales and net profits of the firm
Higher income for salespeople

*  Reduced staff turnover

*  Reduced supervision of salespeople
Enhanced image of the firm

*  Recruitment boost through referrals

Improved morale of sales force.

The contents of a training programme is usually derived directly from the job analyses of the
estate agents. A thorough understanding of the nature and importance of the selling process
and of their role in achieving the estate agency's overall objectives should be instilled in the
new estate agents. In other words, the trainees should have proper orientation in their attitudes

and philosophies towards the job and the selling profession.

The new estate agents should also be provided with a base of knowledge and skills that are
essential to performing the various tasks associated with the job. The agents must know about
the services which they provide and those provided by other agencies, A thorough
understanding of the goals, philosophy, policies and procedures of the estate agency firm is
also required to perform their jobs efficiently and effectively. Furthermore, estate agents must
be taught that each customer has a different set of priorities and problems. During the training
programme they must also develop the selling skills techniques that will enable them to

communicate effectively with and persuade their customers (Stanton & Spiro 1999: 234).

The topics that need to be attended to as part of the training programme for estate agents are
listed in table 2.3. This study will attempt to determine whether these topics are, in fact,

included in the training programmes of estate agency firms in South Africa.



57

TABLE 2.3

TOPICS FOR THE TRAINING PROGRAMMES OF NEWLY
APPOINTED ESTATE AGENTS

Personal selling as part of the marketing campaign
Psychological models of personal selling
Attributes of the successful salesperson
Establishing rapport with the client

Nature and type of sources of mandates
Preparation for, and obtaining mandates

*  Knowledge of the market

*  The mandate kit and mandate presentation book
The correct use of the telephone

*  Qualifying the seller and buyer

Inspecting the subject property and predicting market values
Positioning of the subject property in the market
Overcoming seller objections

Closing and writing up the mandate

Preparing the seller for the marketing of his property
The seller's role during the showing of the property
*  Advertising the property

*  Servicing the mandate

*  Presenting the offer to purchase to the seller

*  After-sales contact with the seller

¥ Qualifying the property

Sources of buyers

Showing selected properties

Obtaining the offer to purchase

Assisting the buyer in obtaining finance
After-sales service to the seller

Time management

Principal-salesperson relationships

Statutory standing and professionalism

*  Code of Conduct of the Estate Agents Board

Source: Maritz and Ghyoot. 1990. The Estate Agency Business. Cape Town: Juta, p 309 -
310.
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Once the contents of the training programme have been decided on, a syllabus for the training
programme is drawn up. This involves decisions regarding the training time, the importance

of training material and the grouping of the training topics under meaningful lecture headings.

Once the content and syllabus have been decided on, the type of programme is determined.
There are various alternatives to choose from, for examplé, an in-house programme, an
individual face-to-face programme, a group programme, or a group programme in association
with one or more competitors. Alternatively, a training programme could be undertaken by
outside consultants who run a programme solely for the estate agents of a particular agency,
or provide aregular course which 1s more or less in accordance with the syllabus. The Institute
of Realtors of South Africa (IRSA) also signed a contract through which training of both
existing and potential estate agents takes place per satellite (Property Guide, 28 April 1995,
p 51). The ideal situation would, however, probably be an in-house, face-to-face, personal or

group programme designed specifically for the particular estate agency firm.

The choice of an instructor or teacher is also important. The success of any training effort will
depend largely on the teaching skills and personal characferistics of those responsible for
conducting the training. Desirable traits in an instructor include knowledge of the subject,
adaptability, sincerity, sense of humour, interest, clear instructions, individual assistance and

enthusiasm (Sherman, Bohlander & Snell 1998:225).

2.7.6.3 Phase 3: Implementing the training programme

When implementing the training programme decisions have to be taken with regard to the
approach, methods and aids. This includes matters such as whether a classroom-type situation
1s appropriate, or whether visual aids will be used. Visual aids include blackboards, flipcharts,
overhead projectors, flash cards, photographs, slide projectors, motion picture projectors and

video cameras.

The teaching method is also important, and includes methods such as lectures, discussions,
demonstrations, on-the-job training and role playing. If the material 1s mostly factual, methods

such as lectures, classroom or programmed instruction may be used, but if the training
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involves a large behavioural component, other methods such as on-the-job training,
simulation, or computer-based training may be better. Role playing is one of the most
appropriate methods for sales training since it simulates the selling situation and can be used
to teach diverse skills such as the effective use of the telephone, overcoming buyer and seller

objections, and concluding transactions (Maritz & Ghyoot 1990:312).

The venue at which the training will be conducted should have adequate lighting, the acoustics
should be good, proper ventilation is essential and the chair and desk arrangements should be
flexibleto allow for all situations such as participative lecturing, role playing and the screening

of video material,

2.7.6.4 Phase 4: Evaluating the training programme
It is important to evaluate the success of the training programme so that adjustments can be
made to the existing programme. The evaluation process includes an evaluation of the

teachers, training material, trainees and benefits received by the firm.

The best way of evaluating instructor or teacher performance is to hand each trainee a
questionnaire on which he has to indicate his response by simply marking appropriate boxes.
The anonymity of the trainee should, however, be protected. The training material can be

evaluated on the same questionnaire and in a similar way.

The trainees should also be evaluated at the end of the training period. The evaluation method
used should be directly related to the type of skill or knowledge evaluated. If a written
examination is used, it could take the form of a multiple-choice examination. Where the
benefits received by the estate agency firm are concerned, the firm must constantly monitor
such aspects as improved sales and net profits, the value of relationship marketing, higher
income of salespeople, reduced staff turnover and improved morale of the sales force (Maritz

& Ghyoot 1990:313).

In addition to the training programme, the estate agency firm also has to develop a monetary

compensation programme for the sales staff. This programme is discussed in the following
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section.

2.7.7 The monetary compensation programme

In the estate agency business two distinctly different monetary compensation plans are
developed, one for estate agents, who can be viewed as independent contractors, and one for
the admuinistrative staff. This study will focus only on the compensation programme for estate

agents.

There are two ways of compensating estate agents, namely by means of straight commission
and performance commission. Where straight commission is concerned, the traditional split -
between the estate agency firm and the estate agent is 50-50 (Maritz & Ghyoot 1990: 314 -
315). Any commission split between the firm and its salespeople, including the 50-50 split,
should leave the firm with sufficient net profit after it has provided the sales staff with the
necessary backup services. If the commission received by the firm is insufficient to provide
an adequate backup service for its sales staff, it will most likely lose its top estate agents.
Commission split schedules for the division of commission between the firm and its
salespeople should be in writing and agreed upon in advance by all parties. Commission splits
among salespeople themselves differ greatly from firm to firm and should also be in writing

and included in the policy and procedures manual.

Changes to a commission schedule should not be made lightly and changes made in order to
adapt to changes in the market structure are not recommended. For example, the tendency in
a buyer's market to give a larger share of the commission to the selling agent could cause
resentment on the part of the agent who obtained the mandate. Conversely, in a seller's market,
paying an increased commission to the salesperson who obtained the mandate could cause

resentment on the part of the selling agent.

Performance commission, also known as bonus plan commission, is paid by some firms in
addition to straight commission (Maritz & Ghyoot 1990:315 -316). These payments are
predetermined rewards for achievement. The basic reasoning underlying this type of

commission payment is as follows (Maritz & Ghyoot 1990:315 -316):



61

¥ Once desk cost to the firm has been covered, a split more favourable than 50-50 can be
given to the salesperson who sold the property and the salesperson who obtained the
mandate. For example, the commission split in favour of the salesperson (salespeople)
may increase on a sliding scale from 50-50 to as much as 60-40. The purpose is to

motivate sales staff to achieve optimum productivity; or

Once the salesperson has achieved his sales quota or his quota of mandates on properties
actually sold, the firm can again, on the basis of a sliding scale, pay over an increasing
amount of commission to the sales staff involved. The fairness of this approach is

sometimes questionable since quotas may differ among salespeople.

The practice by which estate agency firms provide a backup service at a fee for independent
contractors who pay all their own expenses, is becoming increasingly common internationally.
Under such an arrangement the management firm provides offices, secretarial services,

accounting and all other required business services for a fixed monthly fee.

The commission paid to estate agents is not, however, enough incentive to keep the agents
satisfied in their jobs. The estate agency firm also has to develop a staff retention programme

to motivate the sales staff to remain in their sales positions.

2.7.8 Retention

An estate agency's retention programme attempts to reduce the turnover rate of the estate
agents. It involves aspects such as sound personnel management principles, a professional
work environment, staff development by means of ongoing training programmes, staff

counselling and staff motivation.

Motivating the salesforce is perhaps one of the most important functions in the estate agency
business. The very nature of the selling job requires that special attention be paid to the proper
motivation of estate agents. Estate agents experience a wonderful sense of exhilaration when
they make a sale, but they must also frequently deal with the frustration of not making the sale.

Even very good estate agents do not make every sale. Also, while many customers are
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gracious, courteous and thoughtful in their dealings with salespeople, some are rude,
demanding and even threatening. Salespeople also spend a large amount of time by
themselves, calling on prospective customers, which means that most of the time they are away
from any kind of support from their peers or managers, and they often feel isolated and
detached from their estate agency firms. Consequently, they usually require more motivation

than is needed in other jobs to reach high performance levels.

For some sales personalities, the selling task may be sufficiently intriguing to require little
more in the way of motivation than a good incentive compensation plan and a new list of
prospects. Such salespeople are rare, however, and the average member of the sales force
requires some motivating efforts in addition to that provided by regular monetary
compensation. The human traits of laziness and procrastination are as present among estate
agents as any other group in society, and managers have learned from experience that effort
expended to overcome human inertia pays off in increased sales productivity (Engel, Warshaw

& Kinnear 1994: 434).

One of the most widely accepted theories of motivation is Abraham Maslow's hierarchy of
needs theory, which was developed in the early 1940s. The theory postulates that all human
needs are classified into five levels ranging from the most essential needs common to all
people, to higher order needs which only a few individuals are motivated to satisfy. The needs,
listed from the lowest level to the highest level, are represented as a hierarchy. According to
Maslow, once a need becomes satisfied, and as long as it remains satisfied, people's
behavioural priority shifts to the next highest need level. If individuals fail to achieve
gratification, or if fulfilment is withdrawn, they experience tension and anxiety. These

psychological forces result in motivational behaviours designed to reduce the stress and restore

internal equilibrium.

Maslow identified the following five groups of needs, in ascending order (Lamb, Hair &

McDaniel 2002: 172-173):

1) Physiological needs. These are the most basic needs, such as food, water, air and sex.
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In the estate agency industry this level of needs is satisfied by the payment of

commissions, a good benefits package and by having congenial working conditions.

Safety needs. These needs, also referred to as security needs, include the desire for both
physiological and psychological freedom from stress and protection from existing and
future environmental threats. In the business environment, participation in a medical and

pension scheme may appeal to an estate agent's need for security and safety.

Social needs. This category, sometimes referred to as belongingness or love needs,
includes the need for developing friendships, love, peer acceptance and a general sense
of belonging and acceptance in a social environment. The estate agent's social needs may
be satisfied through his acceptance by others and through his membership of a "million

rand” club for sales people.

Esteem needs. These needs not only focus on self-esteem, but also highlight the
individual's drive toward acquiring respect, prestige and attention from others based on
personal achievement. In the estate agency business the salesperson's esteem needs can
be fulfilled by winning competitions, through recognition of sales performance and by

the granting of awards.

Self-actualisation needs. This category incorporates those needs which enable
individuals to reach their fullest developmental potential. Basically, it can be viewed as
the individual's motive for complete self-fulfilment. In the work environment an
individual's need for self-actualisation could be satisfied by the creation of opportunities
for him to attend special training courses that will assist him in achieving his full

potential.

Maslow's needs hierarchy and possible managerial actions which can be taken to motivate

salespeople are depicted in figure 2.5.
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FIGURE 2.5
MASLOW'S NEEDS HIERARCHY AND POSSIBLE MANAGERIAL ACTIONS

Self- Fulfilled
actualisation through:

needs Self development,
challenge.

Managerial actions:
Provide/offer advanced
training, assignments to special
projects, more responsibility and
authority.
Fulfilled through: Status, recognition.
anagerial actions: Recognise sales rep’s
achievements personally and publicly through
title changes, commendation letters, promotions}
ulfilled through: Affiliation, friendship, acceptancé\
Managerial actions: Use team selling, hold social \
functions, distribute employee newsletters,
hold sales meetings.

Safety Fulfilled through: Job security, safety, income security.
needs Managerial actions: Provide safe work environment, set mutually
/ agreed-upon performance standards, communicate job performance

expectations and consequences of failure to perform.

Esteem
needs

Social
needs

Physiologica Fulfilled through: Food, shelter, clothing, health care.
needs Managerial actions: Provide/offer adequate income and good
benefits package.

Source: Stanton and Spiro. 1999. Management of a Sales Force. Boston: Irwin, p 256.

As mentioned before, managers often assume that financial incentives are the best motivators
and that developing a good compensation package is the only thing they should do to motivate
their sales force. However, evidence suggests that salespeople are motivated by both financial

and nonfinancial incentives. (Stanton & Spiro 1999: 264). The following are the tools which

can be used to motivate estate agents:

a) Recognition programmes. Recognition programmes motivate salespeople through the

use of nonmonetary rewards for performance. They aim at the creation of opportunities
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for recognition through achievement in the context of the sales position itself.

Recognition can take many forms, including the following:

Newspaper announcements of estate agent's accomplishments

*  Citations, plagues and trophies

Membership of special clubs and exclusive business cards
Presentations, or mention of achievements at annual sales meetings
*  More responsibility

A letter of appreciation

Prize giving events for the top estate agents.

b) Contests and competitions. A popular contest is one in which all individual salespeople
compete on a monthly and/or annual basis with all other salespeople for the most mandates
and/or sales (Maritz & Ghyoot 1990: 497). Alternatively, the sales staff can be divided into
two or more teams, with each competing against the other. Salespeople view contests as

opportunities for fulfilling personal needs such as the need for recognition.

c) Promotion opportunities. Most salespeople find motivation in a vision of advancement

within the company. For some estate agents the ultimate means of self-actualisation is to

become a sales manager.

d) Sales meetings. Periodic sales meetings are also effective in generating enthusiasm and
motivating salespeople. With careful planning, they can evoke high levels of excitement and
enthusiasm. Considerable motivation may also be derived from providing members of the sales

force with an opportunity to interact with their fellow sales personnel.

Sales meetings can be used to communicate the long-term and strategic objectives of the estate
agency firm and to explain how important the salesperson’s role is in achieving these goals.
This instills in the estate agent a sense of self-esteem, pride in and identification with the firm.
Sales meetings are also used to inform salespeople about product changes and new services

offered, or to explain new advertising and marketing programmes, as well as to provide
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training, and to inspire the sales staff to work even harder.

e) Objectives, Objectives which estate agents set for themselves are usually good motivators,

provided that théy are realistic.

f) Financial compensation. Commission is the main means of compensation for an estate

agent.

g) Bonus payments. An example of a special financial incentive would be to give an estate
agent a bonus of five percent, in addition to his normal sales commission, for each house sold

every month, over and above those targeted in his sales plan (Maritz & Ghyoot 1990:497),

The methods used by South African estate agency firms to motivate the estate agents and the

effect thereof on relationship marketing will be determined in this study.

2.7.9 Termination
The flow of salespeople out of the estate agency firm refers to the termination of their
employment. This termination can take place as a result of retirement, death, voluntary

resignation and dismissal (forced resignation).

In the estate agency business voluntary resignations occur quite frequently, as salespeople
leave to start their own estate agency firms or to join other agencies. As mentioned previously,
well developed recruitment, selection, induction, training, compensation and retention
programmes are of the utmost importance to keep estate agents motivated, satisfied and
productive in the estate agency firms where they are employed, and to therefore lower the staff

turnover rate.

However, the human resources are not the only resources which are vital to the estate agency's
success. Financial resources are also crucial to its existence, and are discussed in the following

section.
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2.7.10 Financial resources

Finance for an estate agency can be provided by various sources, with varying terms and
conditions to satisfy the needs of the owner and the risk or return required. The owner's
investment, in other words, the capital and/or loan which the owner of an estate agency has
to introduce in order to establish a viable concern, 1s regarded as long-term, while using the
services of financial banks by way of overdraft facilities is essentially a short-term
arrangement. Bankers normally review the overdraft facility annually and may call for a

reduction or repayment of the facility at the annual review.

Management must therefore structure the financing of the estate agency business strategically
with regard to the type of business undertaken. Clearly, if the estate agency business
concentrates on rental collections, its working capital or finance requirements will be minimal,
while emphasis on the marketing of large commercial properties will require significant

finance or working capital in order to allow for the longer-term nature of the business.

Many estate agency firms do not last long in South Africa and one of the main reasons seems
to be a financial one. Liquidity and cash flow are crucial for survival. Maritz and Ghyoot
(1990: 574) suggest that a firm should have up to twelve months of finances available before
founding the firm. Liquidity should be conserved by, for example, leasing equipment or using
second-hand equipment. Since the finalisation of the payment of a property often takes a few
months, many estate agency firms make use of discounting facilities when a contract has been
signed. In this way the money is received earlier and they therefore ensure the liquidity of the

estate agency firm.

Since the financial resources of an estate agency business will not be investigated in this study,
this aspect is not discussed in detail. The other micro-environmental variables of an estate
agency business which deserve attention are corporate culture and the marketing mix. As
these variables form an integral part of relationship marketing, they are mentioned only briefly

in this chapter and are discussed in detail in chapter 4, which deals with relationship

marketing.
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2.8 THE MARKETING MIX

The marketing function is one of the most important functions in an estate agency firm.
Marketing can be defined as the process of planning and executing the conception, pricing,
promotion and distribution of ideas, goods and services to create exchanges that satisfy

individual needs and orgamisational goals (Futrell 1999: 41).

As indicated in the above definition, the four variables which relate to the decision-making
areas of marketing management are the product or service, distribution, price and promotion.

These variables are known as the marketing mix or marketing instruments.

The decisions which the estate agency firm make about these four instruments are crucial to
its success. If, for example, the estate agency firm does not communicate the existence of a

"for sale" property to consumers, no-one will be aware of its existence and, logically, no sale
prop g Y,

will take place.

The marketing mix forms a very important part of relationship marketing and will be discussed

in further detail in chapter 4 which deals with this concept.

2.9 THE CORPORATE CULTURE

The corporate culture is the sum total of the values, symbols and traditions of the enterprise
and the modes of leadership applied by management, for instance in motivating, communi-
cating, exercising authority and handling conflict. Grénroos (2000: 318) defines corporate
culture as “the shared values that determine what people in the organisation think and
appreciate”. The corporate culture determines the "atmosphere" in which personnel work and

influences activities in the enterprise. A negative corporate culture often affects the profit

position of an enterprise negatively.

The corporate culture originates in the attitudes of personnel and finds expression in the way
the estate agency firm does business. Management's approach to its own personnel and the
customers of the estate agency firm is determined by the prevailing corporate culture. In an

estate agency firm where the estate agents are dissatisfied and unhappy and not united under
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the leadership of the manager, the agency's customers will probably be subjected to off-hand

and even rude treatment.

Since the creation of a favourable corporate culture is an integral part of relationship
marketing, this aspect will be discussed in detail in chapter 4, which deals with relationship

marketing.

The micro-environmental variables which were discussed in this chapter are of crucial
importance to the success of an estate agency business. It is imperative that these variables be

developed into strengths which can be used to exploit opportunities in the market and the

macro-environments.

2.10 CONCLUSION
In this chapter the marketing environment in which the estate agency firm functions was

discussed, with emphasis on the micro-marketing environment and its components.

In order for the estate agency firm to survive, it 1s essential that the micro-environmental
variables be monitored, developed and improved on a continuous basis. The internal variables
of an estate agency include its mission and objectives, the management structure, the
marketing strategy, financial and human resources, and the corporate culture in the firm. A
mission and objectives should be developed which will suit the abilities of a specific estate
agency firm. It is also essential to communicate these goals to the firm's estate agents,

otherwise they will not know what they are working towards and they may not perform

optimally.

The management system in the estate agency is also important and an organisational structure
has to be developed which will serve as a strength and enable the staff to work together in

order to achieve the set goals and ob)ectives.

The two most important resources in the micro-environment of an estate agency are the

financial and human resources. Without adequate financial resources the agency will be unable
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to exist. The expertise and abilities of the estate agents are also resources which the estate
agency cannot do without. If personnel management in the estate agency is not effective, the
agency will produce inefficient estate agents who may use incorrect or unethical selling
methods and influence the success of the business. Because of the influence the personnel
management functions exert on the selling process, these functions were discussed in detail.
They include the personnel plan, recruitment, screening, selection, appointment, training,

compensation, retention, labour relations and the termination of employment.

The four marketing instruments which the estate agency uses, namely the product, price,
promotion and distribution strategies, were discussed only briefly in this chapter. Since they
are important components of the relationship marketing concept, they will be discussed in
detail in chapter 4. An effective marketing strategy is a great strength to any business and has

to be adapted continually to changes in the environment.

The corporate culture in the estate agency firm was also briefly discussed in this chapter, since
the atmosphere in which the estate agents work has a great influence on how they perform in

their jobs.

The market and macro-marketing environments within which the estate agency operates, and

which have to be monitored on an ongoing basis, will be discussed in the following chapter.
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CHAPTER 3

THE MARKETING ENVIRONMENT OF THE
SOUTH AFRICAN ESTATE AGENCY INDUSTRY:
THE EXTERNAL ENVIRONMENT
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3.1 INTRODUCTION

The purpose of this chapter is to provide an insight into the external environment of the South
African estate agency business. The market and macro-environments which constitute the
external environment are located outside the enterprise and represent the environment inwhich
the business must survive. These environments are uncontrollable for the individual enterprise
which must adapt to changes in the environment. Whether they fluctuate rapidly or slowly,
external environmental forces are always dynamic and represent both opportunities and threats

to the enterprise.

Although estate agency firms cannot predict the environment with certainty, they must try to
anticipate, for example, which technology will dominate, how consumer preferences will
change, and the changing political climate. Estate agencies that fail to recognise environmental
changes leave themselves unprepared to capitalise on opportunities or to cope with adverse
environmental pressures. Computers can, for instance,’ largely reduce the number of
administrative personnel required in an estate agency firm. Estate agencies that fail to

recognise this opportunity will waste both time and money.

Through analysis of the external environment an estate agency can therefore attempt to define
current environmental changes, and, if possible, predict future changes. By evaluating these
changes the agency should be able to determine possible threats and opportunities associated
with environmental fluctuations. Knowledge of current and predicted environmental changes

help the agency to assess the performance of current efforts and to develop relationship

marketing strategies for the future.

This chapter entails a discussion of the market and macro-environments which constitute the
external environment in which the estate agency firm functions and forms part of the

environmental model (figure 2.1) which was discussed in chapter 2.

3.2 THE MARKET ENVIRONMENT
The market environment is that environment immediately surrounding the micro-environment,

which was discussed in chapter 2. This environment consists of consumers and competitors
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that are a source of both opportunities and threats to the estate agency firm. The estate agency
should therefore be aware of trends in the market environment so that it can utilise
opportunities profitably and avoid threats in good time. The consumers and competitors in the
market environment are discussed in the following sections, with specific reference to the

associated opportunities and threats applicable to the estate agency industry.

3.2.1 Consumers

Consumers who make use of the services of estate agents are predominantly buyers and
sellers. It is imperative that clients should feel confident that they have been wise in entrusting
their business to a particular agent and his firm. A client will assess the quality of the service
provided by the agent on the basis of the professionalism and efficiency that accompany the
service. The basic sales service provided by the estate agent is discussed in section 4.5.7.2 and
includes, inter alia, aspects such as advertising the property, advising the client, market

valuation of homes and after-sales consultation.

Being able to recognise and adjust to changes in a client's behaviour is required if estate agents
are to provide customer satisfaction. An estate agent's ability to establish and maintain
satisfying exchange relationships requires an understanding of consumer behaviour. According
to Strydom et al (2000: 71) consumer behaviour consists of those acts of decision-making
units (families as well as individuals) directly involved in obtaining and using need-satisfying

products and services, and includes the decision-making process that precedes and determines

these acts.

The marketing concept referred to in chapter 1 stresses that an enterprise should create a
marketing mix that satisfies consumers. In order to determine what satisfies consumers, estate
agents must examine the main influences on what, where, when and how consumers buy.

These influences are depicted in the model of consumer behaviour in figure 3.1.
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FIGURE 3.1
THE CONSUMER BEHAVIOUR MODEL
PSYCHOLOGICAL GROUP
INFLUENCES INFLUENCES
PERSON- *  Motives *  Cultural group ECONOMIC
SPECIFIC * Perception *  Social class INFLUENCES
INFLUENCES * Learning ability *  Family
' *  Attitude * Reference * Income
* Demographic *  Personality group and *  Willingness
* Situational *  Life style opinion leaders to purchase
* Utility

v

DECISION-MAKING PROCESS

1 Problem recognition
2 Information search
3 Evaluation

4 Decision making

5  Action (Purchase)

6

Post-purchase exaluation

Adapted from Strydom, JW. 1999. Introduction to marketing. Johannesburg: Juta, p 44.

Person-specific influences referred to in figure 3.1 are factors that are unique to a particular
individual. These factors, which are covered in section 3.2.1.1, include both demographic and
situational influences. The psychological influences in the model refer to factors inherent in
human behaviour such as motivation, perception, learning ability, attitudes, personality and
life style. These factors, which largely influence the client's behaviour when purchasing a

home, are discussed in section 3.2.1.2.

Group influences in figure 3.1 refer to cultural background, social class and the immediate
social environment in which the consumer must make decisions about buying a home. The
family, reference groups and opinion leaders are components of the consumer's immediate
social environment. The group influences are discussed in detail in section 3.2.1.3. The

economic influences refer to the income that enables the client to make use of the services of
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the estate agent or to buy the property, and the willingness of the client to spend this income.

These influences are discussed in section 3.2.1.4.

The decision-making process in figure 3.1 consists of several successive steps and illustrates
how a consumer goes about choosing ways in which to spend his money (in this instance on
buying or selling real estate). These steps include problem recognition, information search,
evaluation of alternatives, decision making, action and post-purchase evaluation and are

covered in section 3.2.1.5.

The estate agent who intends to provide good customer service should take this model of
consumer behaviour into account when attempting to sell his services, since these are the
factors which influence whether consumers will make use of his services or not. Clients differ
from one another and the estate agent has to be able to adjust his sales message according to
the influences on the decision-making process of each individual client. The various aspects

which comprise the consumer behaviour model are discussed in more detail in the following

sections.

3.2.1.1 Person-specific influences

The two person-specific influences referred to in the consumer behaviour model are
demographic factors and situational factors. Demographic factors are individual characteristics
such as age, sex, language, race, income, education and occupation. The South African
consumer market i1s difficult to describe, because it consists of a large number of
heterogeneous groups with diverse demographic characteristics. The estate agent, however,
should be aware of the demographic characteristics of each prospective client, since these
factors could influence consumer buying behaviour. For example, it 1s a well-known fact that
the needs of consumers differ from one age group to another. A young couple with children
may, for instance, require a larger home and garden than would an older couple whose

children no longer live with them.

The language of the prospective client 1s also an important determinant. In South Africa

twenty two different languages are spoken. The language spoken by a customer determines,
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to a large degree, what his cultural background, consumption patterns and buying habits are.
The estate agent should adapt his marketing strategy to these aspects of each individual client.

Language is discussed in more detail in section 3.2.1.3, which concerns the cultural groups

to which consumers belong.

There is usually a link between the level of education and the level of development. The estate
agent should be aware of the distinction between clients with a higher level of education and
those with alower level of education, especially when using complicated property terms which
may not be understood by less-educated consumers. In all communication with clients,
however, the estate agent should use terms which everyone understands, since even highly

educated people are not always conversant with the complicated property language used by

estate agents.

In addition to the demographic variables, estate agents should also consider certain situational
factors. These factors are the set of circumstances or conditions that exist when a consumer
is making a purchase decision. A situation may, for instance, arise that causes a client to
terminate the buying decision. A client who 1s considering the purchase of a home, for
example, may suddenly be retrenched and this may cause him to reject the purchase entirely.
However, if the same person experienced a different circumstance, say for instance a 20
percent increase in salary, the buying decision process could be completed much sooner than

if no pay increase had been received.

Uncertainty about future marital status may also influence a consumer's decisions. For
example, a couple who 1s experiencing marital difficulties will probably delay the purchase
of a new home. These and other situational factors could change rapidly, consequently the

effects on purchase decisions could also rise or subside quickly.

Estate agents should be aware of the influence of demographic and situational factors on the
consumer's decision-making process in order to adapt their strategies and build long-term

relationships with their clients.
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3.2.1.2 Psychological influences

Psychological influences operating within individuals partly determine people's general
behaviour and thus also influence their behaviour as consumers. The primary psychological
influences on consumer behaviour, of which estate agents should be aware, are motives,

perception, learning ability, attitudes, personality and life style. These influences will now be

discussed.

a) Motives
A motive is the state of drive or arousal that impels behaviour toward a goal-object (Sheth,
Mittal & Newman 1999: 342). This driving force is the result of an unfulfilled need. Thus it

can be said that unfulfilled needs motivate behaviour.

The best-known and also the most acceptable theory of classifying the diversity of needs is that
of Maslow. Maslow's needs hierarchy was discussed in detail in section 2.7.8, which deals
with the staff retention programme. The various levels of needs discussed there do, however,
not only apply to estate agents, but also to the customers who make use of their services. A
client may, for example, purchase a home with security gates and alarm systems, which is also
located in a safe area, in order to satisfy his need for safety. Another client may buy a home
in a suburb where many of his friends live in order to satisfy his social needs. A client could
also be interested in acquiring a home which is located in a very prestigious, upper-class
suburb in order to satisfy his esteem needs. By buying such a house he may acquire respect,
prestige and attention from others based on his perceived social status. The estate agent should

be aware of all these motives in order to help the buyer select the right home.

In order to provide quality customer service and establish long-term relationships with
customers, the estate agent has to identify the needs which are important to each individual
customer and then develop his marketing strategy to satisfy these needs. The motives
indicated in table 3.1 are those most often given by consumers when buying property.

(Institute of Estate Agents of South Africa, 1991:55.)
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TABLE 3.1
REASONS MOSTLY GIVEN FOR PURCHASING PROPERTY

Security of tenure

Health and/or retirement in the right location
“Trading up” to a better neighbourhood
Existing property 1s too small or too large

Convenience in terms of schools, shops, transport and place of business

Investment and speculation purposes

b) Perception

Perception is the process by which the individual receives, selects, organises and interprets
information in order to create a meaningful picture of the world (Kotler & Armstrong 2001:
186). A person receives information through the senses, namely sight, taste, hearing, smell and
touch. Information inputs are the sensations received through the sensory organs. When a
consumer hears or sees an advertisement or a sales message about a property that is for sale,

he receives information inputs,

Because so many, often conflicting, stimuli are received simultaneously the consumer tends
to defend himself and uses certain defence mechanisms for this purpose. Although the
consumer can receive numerous pieces of information at once, only a few of them reach the
level of awareness. He selects some inputs and ignores others because he does not have the
ability to be conscious of all inputs at the same time. This phenomenon is called selective
exposure because the consumer selects inputs that are to be exposed to his awareness. Estate
agencies should therefore be careful of providing too much information to the prospective
client at one time, since this information overload could cause a lot of important information,
which may convince the client to buy, to be ignored. The estate agency should select only the

relevant information which will appeal to the needs of a particular client.

Selective attention occurs when the prospective customer does not pay full attention to the
stimuli picked up by the senses. This can cause a consumer not to look at or hear the content

of amarketing message. It is therefore imperative that the estate agency design advertisements
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and sales messages that attract attention so that its marketing effort will not be ignored by

prospective clients.

Another defence mechanism used by consumers is selective interpretation, which occurs
when the stimuli are perceived but the message itself is not interpreted as it was intended to
be. The consumer can thus interpret the estate agency's marketing message incorrectly by
distorting the meaning or by misunderstanding it. The estate agency should therefore design
simple and clear marketing messages which will be understood by all. They should, for

example, not use complicated property terms which are not understood by all clients and

which could cause confusion.

Selective recall refers to the individual's ability to remember only certain stimuli and to forget
others which may be important. Since clients could therefore forget information which may
convince them to buy or make use of the agent's services, the estate agent should repeat vital

information in his sales message, or every time he sees the buyer or seller.

The estate agent should therefore, at all times, be aware of the perceptual defence mechanisms
used by consumers. His marketing message must be appropriately formulated to overcome the

consumer's defence mechanisms.

¢) Learning ability

The consumer's ability to learn also influences his behaviour. He must remember the
information supplied in the estate agency's marketing message when he is in a position to
purchase ahome. As mentioned before, if the consumer does not remember information which

could convince him to buy, the estate agent's efforts will be of no value.

Belch and Belch (1998: 123) define learning as the process by which individuals acquire the
purchase and consumption knowledge and experience they apply to future related behaviour.
Lamb et al (2002: 173) describe learning as a process that creates changes in behaviour,
immediate or expected, through experience and practice. Three elements are implied in this

definition. In order to learn the consumer must be motivated, he must give his full attention
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to the message (he must perceive it and experience it) and there must be some measure of
effective repetition. In proper combination these three elements result in a successful learning
situation. Imbalance in any way invariably leads to failure. Taking a prospective client through
a show house helps to a large extent in the learning process, since it is easier for consumers
to remember the physical evidence. The estate agency's advertising and sales messages,

however, should encourage consumers to learn more about the property that is for sale.

Strydom et al (2000: 87) suggest the following learning principles when formulating

marketing messages:

Repetition 1s important for reinforcement of the message

A unique message is best remembered

A message which is easy to understand is easy to learn

*  The law of primacy states that the aspect mentioned at the beginning of the message is
best remembered, but according to the law of recency the last-mentioned aspect is also
remembered

Demonstrations (a show house) facilitate the leamning process

Promise of rewards (or threats of punishment) facilitate learning,

The estate agency should be aware of these learning principles if it wishes to influence the
learning process of consumers when purchasing a home and wishes to establish long-term

relationships with them.

d) Attitudes

Attitudes are learned predispositions to respond to an object or class of objects in a
consistently favourable or unfavourable way (Sheth et al 1999: 388). Prospective clients may,
for example, have specific attitudes toward certain properties, suburbs, advertisements, estate

agents or estate agencies.

An individual learns attitudes through experience and interaction with other people. Client

attitudes toward a firm, 1its sales people or products and services greatly influence the success
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or failure of the firm's marketing strategy. When clients have strong negative attitudes about
one or more aspects of a firm, they may not only stop using the firm's services, but also
implore their relatives and friends to do the same. This is referred to as word-of-mouth
advertising. For instance, a client or a friend may have had a bad experience with a particular
estate agency or agent and his resultant negative attitude could influence him to look at the
advertisements or properties of other estate agencies and to ignore those of the agency towards

which he has negative feelings.

Because attitudes can play such an important role in determining consumer behaviour, an
estate agency should measure consumer attitudes towards aspects such as the agency's
services, advertisements, estate agents and the estate agency itself. If a significant number of
consumers have strong negative attitudes towards any of these aspects, steps should be taken
to render these attitudes more favourable. It is much easier to build enduring, long-term

relationships with clients who have positive attitudes towards an agent or estate agency.

e) Personality

Personality 1s a set of internal traits and distinct behavioural tendencies that result in consistent
patterns of behaviour in certain situations (Pride & Ferrell 2000: 206). Personality
distinguishes one individual from another, and one group of individuals with similar
characteristics from another group. The estate agent should be able to assess the personality
of a prospective client and adapt his marketing message accordingly. According to Sheth et
al (1999: 239), there are three personality types, namely:

*  Compliant individuals who move towards others. They desireto be loved and appreciated.

*  Aggressive individuals who move against others. They desire only to excel.

*  Detached individuals who move away from others. They are self-sufficient.

The Real Estate Sales Guide (1991: 49-53) on the other hand, identify four types of customers,
namely expressives, agreeables, analyticals and drivers. Expressives are people who openly
display emotions. These clients will probably be late for appointments and will usually leap

from their vehicles with wide smiles and outstretched hands. Expressive clients will leave the
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estate agent in no doubt when they like the property. They will smile and enthusiastically use
such words as "magic", "great" and "gorgeous". They are irrational, erratic and extremely
volatile. They are guided by their emotions and buy on "gut feeling"”. With these clients, the
estate agent should be quick, decisive and enthusiastic, since this is what expressive clients

desire,

The agreeables are people who display emotions. As they are very much family people, they
are easily recognised because they will probably arrive for the viewing accompanied by "the
children, grandma and the family dog". They hate offending anyone and normally view many
houses before they make a choice. Since their comfort zone 1s their family, important factors
will be whether there is a school nearby, whether there is a family room and entertainment area
and whether the seller's occupation date fits in with the childrens' school term. They find
decision making easier in arelaxed atmosphere. The estate agent should bear this in mind and
not try to close a sale if their child must be collected from school, or if it is close to family
dinnertime. He should rather allow them to go home and discuss it and offer to call back after
dinner to explain costs and procedures, thereby starting a more long-term relationship with
them. A good type of close with this type of client is to ask him to help list the good points of
each property on one side of a piece of paper and the negative points on the other. The estate
agent should, however, impress upon them that they will not offend him by listing points that

they do not like. He should lead them slowly to a decision, with patience and gentleness.

The third type of consumers are the analyticals, who appreciate conversations which are
peppered with facts and figures as opposed to the expressives who thrive on adjectives and
emotions. Analyticals can be recognised by their quiet, withdrawn, reserved approach. They
do not encourage the use of first names and resent discussing their financial position with
strangers. In addition, they often carry checklists, calculators, tape measures and books on how
to buy property. For these people recognising their dream home is not easy. They ask a lot of
questions, but dislike becoming involved in long, all-embracing discussions. They prefer
making many pint-sized decisions which eventually culminate in the final step. The estate
agent should proceed slowly with this type of buyer and establish, and, if necessary, re-

establish their mortgage bond requirements and offer to check and re-check repayments.
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The last type of client, namely the drivers, are people who withhold their emotions. These
people are very task-oriented and are easily spotted by their curt efficiency. They are always
on time for appointments and expect the estate agent to be equally as punctual. Drivers
frequently demand to know exactly what the estate agent is planning to show them before they
condescend to it. They often dismiss properties from the outside, but once the driver has made
up his mind, his finances will have been organised and he will certainly secure his own
mortgage bond. The driver always means exactly what he says and he firmly stands by What

he says.

The clients with whom the estate agent deals can therefore vary personality-wise within the
four categories discussed above. The estate agent should be able to 1dentify the personality of
his customer and deal with him accordingly if he wants to sell the property, deliver good
customer service and establish long-term relationships. Since the estate agent's knowledge of
his customer's personality is an important part of building relationship marketing, this aspect

will also be investigated in this study.

f) Life style

Life style refers to the way of living of individuals or families. It basically refers to the
activities, interests and opinions (AIQ's) of individuals. Understanding the life style of target
customers can assist the estate agent in designing his marketing message. If, for instance, one
of the activities which the prospective client likes is shopping, the estate agent can point out
all shopping centres in the vicinity of the property which is for sale. A prospective client may
also be a keen tennis player, which will enable the estate agent to mention tennis clubs in the
vicinity which the client could join. Only once the estate agent has determined the various life

style dimensions of a prospective customer can he adjust his sales message accordingly.

The psychological influences on consumer behaviour discussed above are all of the utmost
importance to the development of the estate agent's marketing strategy. Since these are all
factors inherent in human behaviour, they cannot be ignored by estate agents if they wish to

provide quality customer service and establish enduring relationships.
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3.2.1.3 Group influences

The consumer is a human being who needs to be affiliated with other people in order to satisfy
his social needs. His group membership will therefore influence the individual's behaviour
patterns. Groups of individuals usually develop and maintain distinctive norms of behaviour.
Rewards such as social acceptance and approval usually encourage a consumer to conform to
the prescribed norms of behaviour. However, punishment such as ridicule, contempt,
disapproval and ostracism are also exercised when consumers do not conform to the norms

of the groups to which they belong.

Taking into account that every individual belongs to many groups, all of which maintain
distinctive norms of behaviour, a large degree of social pressure is exerted on the economic
activities of the individuals by their group membership. The different groups that exhort a
consumer to conform to group norms are the cultural group, social class, the family, as well

as reference groups and opinion leaders. These groups will now be discussed.

a) Cultural groups

Culture refers to the unique patterns of behaviour and social relations that characterise a
society and distinguish it from others. It refers to the norms, beliefs and customs that are
learned from society and that constitute its values (Belch & Belch 1998: 128). It is these values
that influence the consumer's behaviour. Because each culture has certain traditional values
that differentiate it from others, it is necessary for estate agents to understand how these values

may impact the consumer's decision processes.

Each cultural group comprises several subcultures, each with its own norms, values and
symbols. These subcultures can be categorised according to nationality, religion, race and
geographical area of residence. Besides the four main groups, smaller subcultures can develop
according to, inter alia, language, age, interests or occupation. In the real estate industry it
often happens that people who belong to a particular subculture prefer to live in a specific
area. Many suburbs, for example, are known to be "Afrikaans" or "English", or are regarded
as suburbs where more young than older people live. According to the client's preferences, the

estate agent should therefore be able to refer his clients to specific suburbs where people from
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the same subculture live.

The black cultural group in South Africa consists of many subcultures, and except for
language differences, these subcultures are currently regarded as homogeneous by marketers.
It 1s, however, the estate agent's responsibility to learn about the norms, values and symbols
which are important to the black culture. In this way he can adapt his marketing message to
the needs and values of this group and be assured that he will not use symbols which can be

interpreted incorrectly and will not portray unacceptable behaviour patterns.

Since separate development and the philosophy of group areas have been removed from
legislation, people who have thus far been unable to buy property in the areas of their
preference, are now becoming home-owners. For many of them, bond repayment and interest
rates are unfamiliar concepts that need to be clarified by the estate agent with circumspection
and courtesy, using simple terms that a layman will understand. Although the Group Areas Act
has been abolished, many people belonging to the same group still prefer to live near each
other and tend to buy houses in the same suburbs. The estate agent should be aware of the

different cultural and subcultural groups and the suburbs which they prefer.

Apart from the citizens of South Africa, an agent may also have to deal with immigrants or
foreign investors. There are also diplomatic representatives who need to find accommodation,
for which purpose they often approach estate agents. It is obviously not possible to know the
language and customs of all these groups, but an attitude of openness and cooperation will go

a long way towards establishing a relationship of trust.

An efficient estate agent who has regular dealings with foreigners and different cultural
groups, and who takes pride in rendering effective service, should be prepared to engage the
services of an interpreter to bridge language barriers and explain the terminology of a contract
of sale. A measure of extra effort on the behalf of one such client could result in a

recommendation that may open new areas of business.
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b) Social class

Within all societies, people rank others into higher and lower social positions of respect. This
ranking results in social classes. A social class is the relative standing of members of a society
so that a higher position implies a higher status than those in the lower social class (Sheth et
al 1999: 174). Simple approaches for measuring social class groupings are based on a person's
occupation, education, income and type of location or housing. For example, different
residential suburbs are often classified as "upper class", "middle class" and "lower class". In

Pretoria, for example, Waterkloof, Pretoria North (e g Montana) and Pretoria West (e g

Quaggasrand) would fall into the upper, middle and lower class categories respectively.

To some degree, persons within social classes develop and assume common patterns of
behaviour. They may have similar attitudes, values and possessions. It 1s important for estate
agents to know what is important to each social class group in order to develop his marketing
message when dealing with a particular group. The property requirements of consumers from
the upper classes, for instance, could differ significantly from those of the lower classes, since
people from the upper social class usually have more capital available and can afford larger
and more sophisticated homes in more upper class suburbs. To consumers from the upper
classes, for example, aspects such as the right address (e g Waterkloof, Sandton), multiple

garages, and a swimming pool would be more important.

It is also believed that there are differences in the types of media that social classes use.
Newspapers and magazines are usually popular among the middle-to-upper classes, while
television viewing is regarded as more popular among the lower classes. The estate agent
should be aware of these media habits when placing advertisements which are directed at the
different social classes. He should also be aware of the fact that different strategies are

required to build long-term relationships with people from different social classes.

The SAARF LSM or Living Standards Measure was developed by the South African
Advertising Research Foundation (SAARF). LSMs are designed to profile the market into
relatively homogeneous groups. LSMs represent a system of marketing differentiations which

group people according to their living standards, using criteria such as lifestyle, media
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consumption and demographics. In LSMsthe population continuum is divided into ten groups,
ranging from 1 at the bottom end, to 10 at the top. The LSMs are calculated using twenty
variables taken directly from the SAARF All Media and Products Survey (AMPS). In view
of the fact that this study does not concentrate solely on social class structures, only a few of

the criteria for LSMs 5 to 8 (SAARF 2000: 35-60) are summarised below.

LSM 5 (11,6% of the adult population)
*  Demographics

English/Afrikaans-Coloureds (11%) cross the '1-in-10' barrier for the first time inthis LSM,
although Nguni/Sotho speakers still contribute 85 percent. This is the first group where
the rural population (8%) is no longer of particular significance, and also the first where the
metropolitan element first rises above 50 percent (it is 53%). For the first time the
Gauteng portion of the group (34%) is close to its maximum. Most of the African languages
occur at above average levels. This is a young group: 16-24s and 25-34s are significantly
frequent, while the 50+ group is under-represented. Males reach their highest proportion
here - 53 percent (4 points above the average). Illiteracy and absence of schooling hover
around 5 percent, with 30 percent having reached matric or beyond; most, though, still fall
in the 'some high' category (47%). Average wage advances pass the R2 000 mark to R2 117
per month, and unemployment falls 5 points to 29 percent.

*  Residence

Two-thirds of this grouping live in conventional dwellings (61% in a 'house’). Squatter camps
are home to 4 percent, backyards to 5 percent and compounds to 6 percent. This is one of
three LSMs (the others are nos. 4 and 6) with relatively low home ownership - 58 percent.
Mortgage bonds are very infrequent (6% incidence). Only one in a hundred has no access to
electricity and everyone has on-site water, two-thirds with taps inside the home, and 52
percent with a kitchen sink. Everyone in the LSM has a toilet available, and most (93%) are

flushing systems.
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* Lifestyle

Some concerns for personal well-being begin to appear at significant levels in this group.
Taking exercise for health, building gradually through previous LSM categories, reaches 16
percent here, and 3 percent have attempted to lose weight during the previous 12 months.
One in fourteen is buying durables on credit, and 24 percent have tried their luck with
lottery tickets and/or scratch cards. But mostly fewer than one inten purchases any of the
non-essentials listed in the survey. Nonetheless, 14 percent have decorated indoors, 6
percent have painted the outside of their home, and 7 percent have spent upwards of
R1 000 on improvements in the last 12 months. During an average month 18 percent will eat
at arestaurant and 44 percent purchase take-away food. Going away on holiday remains an
infrequent luxury though: 19 percent of the group annually. Just fewer than one in ten (8%)
moved house in the past 12 months while 3 percent changed jobs and 3 percent undertook

part-time study/education.

*  Media consumption

The daily radio audience continues to climb, reaching - at 80 percent - the beginning of a
plateau that will persist right through to LSM 8, yet the proportion watching TV on any
given day overtakes the radio audience for the first time (82%). SABC 1's popularity
remains high, at 85 percent of the TV audience, while SABC 2 slips slightly to 49 percent
of viewers. Ukhozi FM no longer dominates, although at 18 percent of the group its audience
is (just) the largest. Metro fm pulls in 17 percent, Lesedi FM 14 percent, and Umhlobo FM
12 percent, with Motsweding FM following at 9 percent. Community radio, that records a
steady audience increase from LSM 1 to LSM 7, attracts 6 percent here. Nearly a half
(47%) look at a 'paid-for’ newspaper at least once a week (mostly English language editions);
the figure for magazines is 46 percent, mainly those targeted at Nguni/Sotho speakers. In
this group, for the first time, newspaper readers are more numerous than magazine readers
- a gap that widens progressively in succeeding LSMs. Cinema goers are still infrequent (4%
in every six-week period), but outdoor advertising is increasingly noticed. Ads on stores
connect with 77 percent of the group every seven days (their highest audience in any LSM),
but they are closely followed by taxi advertising at 76 percent and billboards at 74 percent.
Of the other types of outdoor advertising, adverts on buses are noted more widely in this

. group - by 39 percent weekly, while bus shelter ads are noticed by 29 percent.




89

LSM 6 (12,1% of the adult population)
*  Demographics

ThisLSM is more heterogeneous than those that preceded it: though Nguni/ Sotho speakers
account for the majority (69%), it contains (along with LSM 7) one of the two major blocks
of English/Afrikaans-Coloured people (26% of them, 18 % of the total for this LSM).
English/ Afrikaans-Indians make up 5% and English/ Afrikaans-Whites 9%. The male/female
split is close to average, while the age profile shows a peak in the 25-34 group (30%), and
a dip in the 50+ class. Matric passes reach 44 percent, with 3 percent having been to
university, while the unschooled and illiterate are almost absent (under 2%). Average income
jumps substantially to R3 524 per month, with unemployment dropping substantially to 21
percent. ‘Clerical/sales’ leads as the major occupation for those in work (13%), but
production and mining (8%) and service occupations (9%) are also important, and
‘professional/technical employment (6%) is not far behind. The rural component is marginal
in this group (6%), with metropole dwellers (58%) being close to their peak.

*  Residence

Flats are home to 15 percent of this group - the first substantial appearance of this dwelling
type, while squatter camps, backyards, hostels and compounds together fade away to only
4 percent in total. The rest occupy conventional houses. Electricity, water and flush toilets
are virtually universal, and 86 percent have an in-house water supply. However, while 82
percent have a kitchen sink, only 56 percent have hot water on tap. Mortgage bonds begin

to have an impact, with a penetration of 16 percent. Swimming pools creep in at 2 percent.

*  Lifestyle

Buying durables on credit doubles over the preceding LSM to 14 percent of the group; this
level represents a plateau as it does not increase much further until LSM 8H is reached.
More money is also spent over a twelve-month period on luxury and semi-luxury items; while
audio tape penetration (at 10%) is static compared to LSM 5, other categories more or less
double their presence: CDs 16 percent, jewellery and watches (5% and 6% respectively), and
dolls/soft toys (11%). A lot of home maintenance is undertaken - 13 percent spend over

R1 000, 21 percent paint their home's interior and 9 percent its exterior. Just over one in
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four eats at a restaurant at least once a month, and 56 percent buy take-aways in the same
period. A noteworthy jump occurs in the humbers taking up part-time education - from 3
percent to 7 percent. One in eight (12%) moves home each year, and 4 percent change jobs.
Taking holidays begins to be more popular - 24 percent go on a vacation in South Africa,
three-quarters of them to stay with relatives. Hardly any go abroad, though.

*  Media consumption

The daily TV audience (87%) creeps further ahead of the radio audience inthisgroup (82%).
SABC 1's share of viewers slips slightly to a still dominant 80 percent, while SABC 2 comes
back with 56 percent. SABC 3 registers 36 percent (up from 24% in LSM 5). Metro fm
ousts Ukhozi FM as the most popular radio station (22% to Ukhozi FM's 12%). Umhlobo
Wenene FM follows in third place with 10 percent. Community radio increases its appeal
from 6 percent (LSM 5) to 9 percent here. 'Paid-for' newspapers reach nearly two thirds
of the group (61%) for the first time, English being by far the most widely read language.
Magazine readers amount to 56 percent of the group. The audience for outdoor ads on
biliboards and taxis is static (73% and 76% respectively), while the ads on stores’ audience
contracts to 72%. Increases occur in bus shelter advertising, seen now by 37%, and buses
themselves are noticed by 43%. The audience for train advertising peaks here, at 18%.

Cinema reaches 9 percent of the group over a six-week period.

LSM 7 (11,4% of the adult population)
*  Demographics

Compared to preceding LSMs, the Nguni/Sotho segment declines precipitously here, from
69 percent in LSM 6 to 31 percent. English/Afrikaans-Whites become the most numerous
grouping, at 42 percent, while at the same time both English/Afrikaans-Indians (9%) and
English/Afrikaans-Coloureds (19%) achieve their highest proportions of any LSM. Indeed,
this is the most heterogeneous LSM of all. The male/female ratio, and the age profile are
close to average (save for a small peak in the 35-49 age group), and 99,6 percent have been
to school. Again 'some high' is the single largest education category, but against this, over
half have gone at least as far as matric. Average income climbs sharply to R6 539 per month,

and self-reported unemployment shrinks sharply from LSM 6, to 10 percent. Marriage is
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more common than in preceding LSMs, with 'young couples’ and ‘new parents' just
significantly above average (as are 'golden nesters'’). Unlike previous LSMs, this group can
quite frequently (28%) afford domestic help. The group - like its neighbouring LSMs 6 and
8 - is very urbanised, with nearly three in five living in metropoles (59%), and with other
significant concentrations in cities, large towns and even small towns. They are strongly
over-represented in Gauteng (33%) and the Western Cape (22%).

* Residence

The only dwelling types of significance in this group are houses (79%) and flats (15%).
Cluster/townhouse accommodation stands at 3 percent, making the total for conventional
urban-type homes 97 percent. However, only 68 percent own the property they live in. More
than a quarter (29%) have mortgage bonds. All have electricity, nearly all have in-home
water (99%) - usually both hot and cold (93%) - and everyone has a flush toilet. All but 2

percent have a kitchen sink in their home, while one in ten has a pool.

*  Lifestyle

A number of activities show sharp increases over LSM 6. Moving home reaches its second
highest level (16 per 100 per annum), while job mobility climbs to 7 percent. Their higher
income is clearly reflected in significantly more active buying behaviour: over twelve months
12 percent buy audio tapes, CD purchases double to 33 percent, 8 percent spend over R500
on jewellery, and 14% buy dolls/soft toys. Over a third (37%) indulge in lottery/scratch
card gambling during the year, up from 30 percent in LSM 6. Also compared to LSM 6,
double the number (14%) spend over R500 on DIY, while spenders of R1 000 + on home
maintenance also increase markedly to 19 percent, and those painting the outside of their
home go up from 9 percent to 15 percent. Restaurant visiting doubles to 46 percent per
month, with take-aways up to 66 percent. Video hire nearly doubles to 31 percent, and this
is the first group with a substantial body (11%) of internet visitors. Overseas travel is still
infrequent, but over a third (38%) take SA holidays, half to the coast, half to stay with
relatives, and one-third to time share accommodation (these categories add to more than

100% because they are not mutually exclusive).
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*  Media consumption

The radio audience (84%) remains more or less at the LSM 8 level, but daily TV viewers
climb to 91 percent. The gap between SABC stations has now narrowed to 18 percentage
points (SABC 1: 66 % of TV viewers; SABC 3: 48 %). M-Net, though attracting significant
numbers, trails at 31 percent. The radio is also more fragmented than in preceding groups.
The most popular station (Metro fm) reaches only 13 percent of the LSM, and only 11
percent tune in to the next most popular, 5 fm, and 8% to East Coast Radio. The community
radio audience is higher here (12%) than in any other LSM. Readers of ‘paid-for‘ newspapers
go up from 61 percent to 69 percent in any one week. Magazines are not far behind at 64
percent. Exposure to outdoor advertising is varied and extensive - the lowest audience over
a seven-day period is for adverts on trains - 13 percent. Cinema remains a minority interest:
over a six-week period it reaches only 19 percent; and even over a year, less than half the

group (39%) go to the movies.

LSM 8 (11,3% of the adult population)
*  Demographics

This LSM is dominated by English/ Afrikaans-Whites, who make up 75 percent of its mem-
bers. In contrast, Nguni/Sothos account for only 10 percent, much the same as English/
Afrikaans-Coloureds (9%) and ahead of the 5 percent English/ Afrikaans-Indian component.
Urbanisation levels are similar to LSM 7 (93%), but the rural element is higher by one point,
at 7 percent. There is a definite bias towards older people (who have had time to accumulate
wealth, for one thing), with 31% over 50 - half as high again as the average - and 37 percent
between 35 and 49. Consequently, the number of females with babies or children is down a
little. However, there are also above-average numbers of 'young couples’ and 'new parents’.
This is the only group where even matrics without further education outrank those with only
‘some high'. The total matriculant proportion is almost 81%. Average income of R10 429 per
month is 14 times higher than in LSM 1, and more than one-and-a half times higher than that
of neighbouring LSM 7. (From LSM 6 upwards, income growth approaches the exponential).
This reflects almost full employment, for only 3 percent classify themselves as unemployed.
In marked contrast to preceding groups, ‘professional/technical' employment is on a par with
‘clerical/sales’, both at 19%. Given the age profile, and the adequacy of many incomes for

supporting entire households, proportions of ‘retired’ and ‘housewives’ are above the norm
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and 61 percent have domestic help in the home. Like LSM 7, this group congregates in the
Western Cape (23%) and Gauteng (37%).

*  Residence

Houses go up from LSM 7 levels to 86 percent, while flats decline to 9 percent. The balance
are in townhouses (4%) and clusters (1%). Owner occupation rises to 81 percent, along with
bonds - to 45 percent. Everyone has hot and cold running water, flush toilets and a kitchen

sink. A quarter have swimming pools.

* Lifestyle

Fewer move houses in this group (12% per 100 pa) than in LSM 7, though job mobility is
above average, at 8 percent. Money is a minor barrier to this group's lifestyle, and so most
areas of expenditure are up (of ten substantially) on LSM 7 - including lottery/scratch card
purchases, which reach a peak here of 42 percent. Two thirds (69%) eat out in a restaurant
at least once a month, and 74 percent buy take-aways. Health is an important focus: 20
percent belong to a gym (double LSM 7), 15 percent have tried to lose weight in the past
year and 26 percent take exercise for their health (all three of these figures representing
peak levels). Gardening is actively pursued by 37 percent - by far the highest level in any of
the eight LSMs. They spend generously on their homes over a twelve-month: 32 percent put
over R1 000 into maintenance, 28 percent decorated the inside and 22 percent the outside;
5 percent carpeted and 8 percent tiled. Every month, 28 percent access the internet. This
is the only group where more than one in ten (21%) have flown overseas in the last three
years, or within South Africa in the past year (19%). Six in ten have taken a SA holiday in

the past year; only a third of these trips involved staying with relatives.

»x

Media consumption

Inthisgroup it is the turn of radio to increase its audience size more (to 88%) than TV does
(still ahead on 92%). Fragmentation between stations is less marked than in LSM 7: although
the biggest audiences are only 15 percent (for Radiosondergrense (RSG) and 5fm), the next
three pull in 13 percent each (94,7 Highveld Stereo, RMFM and Jacaranda 94.2fm).
Community radio's audience remains at 11 percent (though lower than LSM 7 beyond the

decimal point). However SABC 3 now pulls the largest audience (55% of total viewers), with
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SABC 1 and 2 sitting with 45 percent and 48 percent respectively. However, M-Net beats
these two with 51% watching its main service every day. 'Paid-for’ newspapers and magazines
both reach three-quarters of the group. Outdoor media channels mostly shrink or remain
static - less use of taxis and public transport is at least part of the explanation. Trailer

adverts, up from 34 percent in LSM 7 to 47 percent here, are an exception. Cinema reaches

26 percent of the group over a six-week period.

(¢) The family

Of all the groups influencing consumer behaviour the family is the one with which the
individual maintains the closest contact. Each one of the family members has a greater or
lesser influence on the consumer behaviour of a family. The family can be regarded as a
nuclear group whose members live in close contact with one another and act as a decision-
making unit when they attempt to satisfy individual needs from one shared source (the family
income) (Strydom et al 2000: 91). This implies that individual needs must necessarily be
subordinated to those of other members to a greater or lesser extent. This leads to consultation

and joint decision-making among family members.

Consultation and joint decision-making particularly apply to the purchase of a home. Since the
whole family will live in the new home, the decision-making process involves all the family
members, although some family members may exert more influence than others. It is important
that estate agents are aware of the roles played by the various family members when
purchasing a new home. Although these roles differ from one family to another, 1t is believed
that the role of the wife or woman 1n the house is very important when buying a new home.
Many estate agents believe that the woman in the house is the greatest influence in the
decision to buy, since she is the homemaker and is'the one to decide whether the house will
fulfil her requirements or not. A pantry might, for example, not be an important requirement

to a man, but his wife may immediately reject a home without one.

The following roles in consumer decision-making in the family have been identified (Belch

& Belch 1998: 132):
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The initiator is the person who makes the first suggestion regarding the purchase of a

new home.

The information provider is the person responsible for gathering information to be used

in making the decision to buy a home.

The influencer is the person who implicitly or explicitly influences the final decision be-
cause this person's suggestions and wishes are reflected in the ultimate decision made by
the family. The mother usually plays a large role as influencer in the purchase of a new

home.

The decision-maker is the person who actually chooses between alternatives and makes
the decision. The whole family are usually, to a larger or lesser extent, involved in
choosing between alternative houses, but the final decision is normally made by the

mother or father.

The purchaser purchases the product. It is usually the person with the necessary finance
who purchases the home. This could be either the mother or father, since they are the

people who can qualify for subsidies and loans to purchase property.

The user is the person who actually uses the product. In the case of a new home this will

be all the family members.

The estate agent should, when he meets the family who are interested in acquiring a new
home, try to evaluate the roles which each of the members of a particular family will play in
the decision-making process. In this way he will know how to approach each of the family
members with his marketing message. The family today does, however, not always consist of
the mother, father and their children. It could also involve the single-parent family and the
childless family. The roles discussed above therefore also have to be adapted to the type of

family involved.
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The traditional family moves through a life cycle with various phases. During each of these
phases the family has different needs and behaviour patterns, and it 1s important for the estate
agent to be aware of these needs and behaviour patterns. The family life cycle phases are the

following (Strydom 2000: 92):

Newly-wed phase. Both members of this unit are usually economically active and pool
their incomes, which means they can usually afford to buy durables and even luxuries.
During this stage they usually still live in an apartment or flat which belonged to either

the husband or wife before their marriage.

Phase of family growth. This phase starts with the arrival of the first child in the
marriage, and markedly changes previous consumer behaviour patterns. During this stage

the couple 1s likely to move into their first home, and as the family grows, a larger home

1s often purchased.

Maturity phase. The children in the family have reached the adolescent stage where, in
addition to their basic needs, they have also developed their own norms, preferences and

life styles.

Post-parental phase. All the children have left home and the parents spend
proportionally less on basic household necessities. They have greater disposable income

to spend on luxuries. At this stage there is a movement to smaller homes with better

security and features.

Sole survivor. If still in the labour force, solitary survivors still enjoy good incomes. They
may sell their homes and move into a smaller places such as townhouses. They usually
spend more money on vacations and recreation at this stage. The retired solitary survivor
follows the same general pattern except on a lower scale because of the reduction in
income. In addition, these individuals have special needs inrespect of attention, affection

and security.
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The estate agent should be aware of these changes in the behaviour of the family and be on
the look out for possible opportunities as the housing needs of the family change. Table 3.2
shows a modernised view of the family life cycle, reflecting both the high divorce rate and the

decision of many couples not to have children.

TABLE 3.2
A MODERNISED VIEW OF THE FAMILY LIFE CYCLE

1  Young single
2 Young married with children

3 Other young
(a) Young divorced without children
(b) Young married with children
(¢) Young divorced with children

4  Middle-aged
(a) Middle-aged married without children
(b) Middle-aged divorced without children
(c) Middle-aged married with young and adolescent children
(d) Middle-aged divorced with young and adolescent children
(e) Middle-aged married without dependent children
(f) Middle-aged divorced without dependent children

5 Older
(a) Older married
(b) Older unmarried (divorced, widowed)

6 All other

Source: Adapted from Kotler, P & Armstrong, G. 2001. Principles of marketing. New
Jersey: Prentice Hall.
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d) Reference groups and opinion leaders

Reference groups are groups whose presumed perspectives or values are being used by an
individual as the basis for his or her judgements, opinions and actions. These groups are often
used by consumers as a guide to specific behaviour, even though they may not be present at
the time (Belch & Belch 1998: 130). An individual thus reveals his desire to belong to a

certain group through distinctive consumption patterns.
The following types of reference groups influence the individual's consumer behaviour:

Membership groups are groups of which the person has obtained membership, for
example, friends or a social club. A client may, for instance, refuse to buy a particular
house because his friends have a negative attitude towards it. Peer group pressure could

also influence him to buy a home in a certain suburb.

Automatic groups are groups of which a person is a member due to his age, sex, or
occupation. Co-workers could, for instance, influence the client to purchase a home

which is close to work and in an area where most of them live.

Negative groups are groups with which a person does not wish to be associated. In such
a situation a person intentionally avoids the norms of the negative group. A client may
have a negative attitude towards a specific racial group and refuse to buy a house in a

suburb where many people of this racial group live.

Associative groups are groups to which a person aspires to belong. An estate agent could
use these groups in his marketing messages. He could, for instance, direct his advertise-
ment at people who aspire to be part of the higher social classes and emphasise only
certain features of the house which may be associated with the status symbols of the

higher social classes.

It is important for the estate agent to determine which groups the client belongs to, aspires to

belong to and dislikes, since this may influence how he designs his marketing message.
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A reference group need not necessarily be a group of persons, but can also be a single person,
an individual to whom others will look in forming opinions and taking consumer decisions,
in other words, an opinion leader. The well-known athlete, Charmaine Gale Weavers, for
example, was used by an estate agency as an opinion leader in an advertisement to sell
property. The opinion leader need not be well-known or enjoy high status, but can be an
ordinary person, a stereotype, a co-worker whose opinion the client values, or even an
imaginary person. A client could be convinced to buy a house because a well-known property
consultant believes it would be a good buy. His reasoning would be that the property

consultant is much more knowledgeable about properties than he is.

The estate agent should therefore identify the relevant reference groups as well as the opinion
leaders as this will ensure the effective communication of his marketing message and the

acceptance of this message by customers.

3.2.1.4 Economic influences

The income of the consumer, his willingness to spend money and his evaluation of the relative
utility or benefit of alternative properties are all economic considerations in consumer
decision-making. The economic environment of the estate agency firm is discussed in detail

in section 3.3.2 and will thus only be covered very briefly in this section.

Income determines what a consumer can buy and also what he can and cannot afford. Itisa
very important factor in the property industry since it is of no use to show a prospective client
a home which he cannot afford. In the property industry income is often supplemented by
subsidies, and purchasing power is greatly influenced by the availability and cost of loans. The
gross income of a consumer is not fully at his disposal when he must decide between
alternatives. There are certain necessities and contractual obligations which must be met,
leaving the person with discretionary income which is much less than the gross income. The
estate agent should be aware of the prospective customer's income when showing him the

available properties.
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The willingness of a consumer to purchase is closely related to his economic expectations. If
he expects his economic position to change for the better, he is optimistic and willing to spend

money. The opposite also holds true, since a pessimistic attitude may make him unwilling to

buy.

Economists also attempt to explain consumer behaviour by means of the utility theory.
According to the concept of utility the consumer is supposed to be able to rank those
alternatives which are available to him according to their relative utility (benefit) and their
relative prices. For example, a client who has to pay a very high price for a house which is in
a good suburb but does not have a pool and security, may decide not to buy, since the price

does not equal the benefits which he expected for so much money.

The economic influences on consumer decision-making are thus of the utmost importance and
should be taken into account by all estate agents if they wish to sell properties and build long-

term relationships.

In order to build enduring relationships with consumers it is also important for estate agents
to be aware of the stages through which consumers progress when purchasing a home. The

consumer's decision-making process is discussed in the following section.

3.2.1.5 The consumer decision-making process

Consumer decision-making is regarded as a process consisting of several phases. Consumers
display distinctive behaviour patterns in the various phases. The six sequential steps or stages
that the consumer passes through in the consumer decision-making process, and which are
discussed 1n most text books, are problem recognition, information search, evaluation,
decision-making, action and post-purchase evaluation (Sheth et al 1999: 520), (Churchill &
Peter 1998: 142), (Pride & Ferrell 2000: 197) and (Lamb et al 2002: 143). Not all consumer
decisions always include all six stages. Persons engaged in extensive decision-making usually
employ all stages of this decision process, whereas those engaged in limited decision-making
and routine response behaviour may omit some stages. Since the purchase of a new home 1s

a high-involvement process, these consumers usually pass through all six stages in the
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decision-making process. The steps in the consumer decision-making process are depicted in

figure 3.1.

a) Step 1: Problem recognition

Problem recognition, the first step in the process, occurs when there is a perceived difference
between a person's ideal state of affairs and the actual situation (Belch & Belch 1998: 103).
The husband may, for instance, realise that his home is no longer large enough to

accommodate his growing family. His ideal home therefore differs from his actual one.

Psychological, person-specific, group and economic factors may influence need recognition.
Estate agents can use advertisements to create problem recognition by instilling a belief that
the existing state is not satisfactory. It is, however, not possible for advertising alone to
convince the consumer of the existence of an unfulfilled need if he does not experience it
himself. Advertising messages cannot persuade any consumer against his inclinations

(Strydom et al 2000: 74).

b) Step 2: Information search

Once a consumer has recognised that a problem exists (the need for a new home), he will
begin his search for information to solve this problem. The search for information includes all
elements of learning and is not limited only to the second phase in the decision-making
process. In the other phases — evaluation, decision-making and action — the consumer
continues to search for more information. Even in the post-purchase evaluation phase he still
looks for information in order to evaluate the decision which has been made. The estate agent
should therefore always provide information to the client, through all stages of the decision-

making process.

The client's initial search will consist of an attempt to scan his memory to recall past
experiences and knowledge regarding the purchase of his last home or other homes which he
has purchased. This information retrieval is referred to as internal search and would involve

the perceptual process and recall of beliefs and prior attitudes.
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Should the result of the internal search not be sufficient to solve the problem, the client will
engage in external search. External sources of information include interpersonal and
marketing sources. The interpersonal sources of information are the advice of family members,
opinion leaders and other members of reference groups regarding the type of house to buy or
the house buying process in general. Marketing sources include advertisements of houses for
sale, brochures and advice from estate agents. The various promotion methods used by estate
agents to convince consumers to buy are discussed in section 4.5.5. The estate agent plays a
very important role and must design his marketing message to convince the client that his

property/properties will solve the client's problem.

c) Step 3: Evaluation
One of the possible outcomes of the information search stage is the derivation of a number of
homes for consideration. The homes considered as potential alternatives for solving the

problem are referred to as the evoked set.

Evaluation entails the appraisal by the consumer of the attributes and benefits of the alternative
homes. A host of criteria may be used during evaluation. A client may, for instance, reject a
house because it is too expensive or he may feel that it is not of a high enough quality. In other
cases, a client may be in favour of a house because it satisfies his social needs and is situated
in a suburb where many of his friends live. The house may also be in a upper-class

neighbourhood, which could satisfy the ego needs of a client.

The product and psychological criteria which can be applied in the evaluation of alternatives
are listed in figure 3.2. The estate agent should, when developing his sales strategy, carefully
determine which attributes are most relevant to the client and will be used as evaluative criteria

in the selection process.
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FIGURE 3.2
EVALUATION CRITERIA
PRODUCT CRITERIA - PSYCHOLOGICAL CRITERIA

¥ Cost/Price *  Satisfaction of social needs

*  Quality/Durability *  Satisfaction of ego needs

¥ Aesthetic qualities *  Image of product

(e g colour, style & texture) ¥ Contribution of product to life
style

Source: Adapted from Belch & Belch 1998. Advertising and promotion. Homewood, IL:
Irwin, p 116.

d) Step 4: Decision-making

Decision-making entails choosing that alternative (home) which, according to the consumer,
will satisfy all or most of the evaluative criteria. It is necessary to distinguish between decision
making at home in which time elapses between the decision and the action, and final decision
making, which occurs just prior to action. The elapse of a period of time between the decision
and the action 1s important because in this period the decision to buy a particular home can be
reversed in the light of new information which may have come to the consumer's attention.
The client may, for instance, see an advertisement for another property, view it and after a
"cooling off" period, decide to rather buy it than the home he had previously decided on. It is
thus important for the estate agent to close the sale as soon as possible and to keep on

providing the client with positive information about the home.

e) Step 5: Action

When the consumer is satisfied that he has made the correct and best possible decision, he acts
accordingly. He can decide to buy a particular house, to not purchase it, or to delay purchasing.
Since it is often difficult for the client to effect the finalisation of the buying act, the purchase
should be made as easy as possible for the client. The estate agent should attempt to make all
the necessary arrangements with the bank and lawyers to make the whole process as "worry-

free" and easy as possible for both the buyer and seller. The various services which the estate
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agent provides in this regard are discussed in detail in section 4.5.7 which deals with the

personal selling process.

f) Step 6: Post-purchase evaluation

After the consumer has acted, a period follows in which the decision and the action are re-
evaluated. If the property purchased lives up to expectations, the client may at a later stage, use
thé services of the same estate agent or agency. The consumer could, however, experience
dissatisfaction if the property does not live up to his expectations and has certain deficiencies
which he did not know about. In this case he may decide to not make use of the services of the

same agent or agency when buying his next home.

In making his choice of a particular property, the client had to forego other attractive options.
He also had to part with a large sum of money which could have been used for other purposes.
It 1s no wonder therefore, that the client often develops doubts regarding the wisdom of his
decision. This negative feeling of doubt and uncertainty in the post-purchase period isreferred
to as cognitive dissonance (Jobber 1998: 65). The dissonant consumer will try to correct these
psychological inconsistencies by attempting to convince himself that his original decision was
correct. In order to do so he may rationalise by putting forward logical reasons for decisions
taken. The dissonant consumer may also turn to others for approval and reassurance. He could,
for example, ask friends whether they agree with him that the property is a good purchase,

leaving them no option but to agree.

After the client has progressed through the whole decision-makingprocess, the estate agent
should not lose contact with him. He should maintain a good relationship with old clients in
order to become aware of their future home needs and of possible friends who could be
interested in buying new homes. Satisfied customers are often the source of potential clients,
and 1t is therefore imperative that the estate agent provides good service during all the stages
of the decision-making process. The various after-sales services which should be provided by
the estate agent are discussed in detail in section 4.5.7 and include aspects such as presenting
the buyer with a bottle of champagne when he moves in, informing neighbours of the new

arrivals and contacting the buyer from time to time on his birthday or on the anniversary of his
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first year in his new home.

3.2.2  Competitors

A very important uncontrollable element in the market environment of estate agencies is
competition. More and more estate agency firms are entering the South African market,
offering many new competitive services and strategies. One of the reasons why so many new
competitors are entering the market could be the lower entry barrier which has existed since
the abolishment of the Estate Agency Affairs Board examination. In 1999 there were 8 121
estate agency firms in South Africa, compared to the 6 257 estate agencies which existed in
1989 (Estate Agency Affairs Board, 1999). An estate agency therefore needs a competitive

strategy that will distinguish its services from those offered by competitors.

An estate agency should carefully monitor and analyse its competitors. According to Aaker
(1998: 64) understanding competitors and their activities can provide several benefits. An
understanding of the current strategy strengths and weaknesses of a competitor can, for
instance, suggest opportunities and threats that will merit a response. Insights into future

competitive strategy may also allow the prediction of emerging threats and opportunities.

To gain an understanding of competitive estate agency firms it is useful to analyse them on the
basis of several dimensions (Aaker 1998: 65). Their size, growth and profitability, for
example, provide a gross measure of their relative importance. An analysis of competitor's
objectives and of past and current strategies can also provide insights into their intentions.
Other factors which should be analysed include the background and experience of the
competitor's top management, the organisational culture, the cost structure, and the assets and

skills of the competitors.

Careful analysis of competitive estate agency firms is therefore necessary in order to develop
a strategy that will ensure a competitive advantage. A competitive advantage involves the
development of a superior or unique capability to deliver needs satisfaction to consumers in
order to gain a favourable and preferred position within the market (Jain 2000: 99). By

practising relationship marketing and providing good customer service, for instance, an estate
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agency firm can develop a competitive advantage which many other firms do not offer.
Developing a competitive advantage is, however, a difficult task, and the process 1s further
complicated by the existence of many different forms of competition. These forms of

competition are discussed below.

3.2.2.1 Forms of competition

Estate agency firms in the 21st century face many forms of competition and the competition
1s more complex than just two similar agencies competing against each other. Figure 3.3
shows the four different forms of competition which estate agencies face, namely intratype,

intertype, vertical and free-form competition.

Intratype competition refers to competition among businesses with similar business strategies
and methods of operation (Lewison 1997: 42). Two estate agency firms such as Pam Golding
and EG Chapman, for example, compete with each other for the same customers. Intratype
competition 1s the form typically thought of when defining competition for a particular

business. It does, however, only represent a small part of the total competitive environment.

FIGURE 3.3
TYPES OF COMPETITION
Intratype Intertype
competition competition
ESTATE %
AGENCY j
Free-form Vertical
competition competition

Intertype competition is competition among two or more businesses using different types of
business formats and strategies to sell the same type of merchandise (Levison 1997: 42). For

example, a legal firm which acts as the executer of an estate may sell property on the
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instruction of the deceased, or as a result of an insolvent estate. An auctioneering business
which sells a property on the instructions of the owner, can also be viewed as intertype

competition to the estate agency firm.

A still broader arena in which the estate agency firm competes is vertical competition. Vertical
competition is competition for sales to consumers among businesses at different levels in a
channel of distribution (Lucas, Bush and Gresham 1994: 15). For example, many banks and
building societies which provide mortgage bonds to consumers for buying properties through
an estate agency, are also engaged in the selling of property to consumers. This 1s an example

of the vertical competition which estate agency firms are faced with.

The final form of competition is free-form competition. The free-form enterprise is often
called aretail conglomerate, since it has transformed itself from a narrowly structured, single-
type organisation into a broadly structured, multiple-type retailing conglomerate. Table 3.3
indicates how the Pam Golding International organisation, for instance, has grown from a
one-woman organisation into an international organisation with R2,5 billion in annual sales.
Today they are well-represented in the property field and are involved in broking residential
properties as well as developing retail and industrial complexes. They also have a secure
foothold in the financial services industry. In addition, they have diversified and entered
mainstream activities such as, inter alia, mortgage bond finance, investment consultants, and

conveyancing (Financial Mail, October 16 1998, p 3).
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TABLE 3.3
THE PAM GOLDING ORGANISATION

Golding
Family Trust
Pam Golding
Properties Golding
(PGP) Commercial
Holdings m]m
Golding | Golding
Sectional Hold Investment
Title Consultants
Pam PGP PG 1 [ Financial
Golding Real Estate International Services
Properties
PGP ; PGP
Residential

PGP MITGP
Boland Gauten

Source: Financial Mail. Pam Golding International October 16, 1998, p 3.

Before developing its marketing strategy, it is therefore imperative for the estate agency firm
to analyse its competitors and the different forms of competition which it has to contend with.
In this way the firm will be able to exploit opportunities and eliminate threats, and adjust its
marketing strategy to provide a competitive advantage. This study will determine whether

estate agency firms do, in fact, analyse their competitors and adjust their strategies accordingly.
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3.3 THE MACRO-MARKETING ENVIRONMENT

The macro-environment in which the estate agency business operates, involves all those
variables outside the real estate industry which have a direct or indirect influence on the estate
agency and over which the estate agency has no control. The macro-environment consists of
a number of sub-environments which interact with each other. As indicated in figure 2.1 in

chapter 2, the macro-environment consists of the following sub-environments:

1)  The technological environment

1) The economic environment

1) The socio-cultural environment

1v) The physical environment

v) The politico-governmental environment

vi) The international environment.

These six environments are discussed in the following sections.

3.3.1 The technological environment
Technological changes have an impact on estate agencies and their marketing plans. Estate
agencies should therefore stay aware of what is happening on the technological forefront and

include these changes in the plans and strategies of the company.

Developing technologies which have influenced estate agencies are computerisation, video-

advertising and the Internet.

3.3.1.1 Computerisation

The first evidence of computers in the South African estate agency industry dates back to the
1960s (Swanepoel 1989: 157). However, at this stage computers were too expensive and
sophisticated for the estate agency industry and few of the programmes being offered then

were accepted and used by the industry.

In the early 1970s Computamation (Pty) Ltd was one of the first companies to expand
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computers into the property administration section of real estate. The obvious time-saving
functions of a computer took over bookkeeping, administration of rent collection and other

control functions of the property administration of the firm.

In 1981 a computer programme called Automatic Management Systems was introduced,
which enabled the average estate agent with no previous computer experience to write his own
software programmes. Since micro-computers are now available at reasonable prices and
software has been developed for estate agents, computerisation in the estate agency industry

in South Africa is a technological development which cannot be ignored.

There are several applications for computers in the estate agency industry. In addition to Bel-
tel facilities, the numerous accounting functions performed by property administration can very
easily be handled by a computer, thereby also reducing the number of administrative staff
required. The most common functions are payment accounting, disbursement accounting,

commission accounting, trust accounting and client statements.

A wide range of functions also exist which can assist the estate agent to control his
performance and improve client service. Examples are control of advertising expenditure,
tracking and reminding ofthe progress of sales, commission accounting and salaries packages,
accounting of all other disbursements such as travelling and gaining access to a multi listing
service. The computer can, of course, also be used for all normal word-processing functions,

such as maintaining client lists, general correspondence and general accounting functions.

3.3.1.2 Video-advertising
Towards the end of 1988, a company called Seeland Advideotizing introduced a new idea,

namely of video-advertising property. Dubbed "advideotizing", the system basically operates

as follows (Swanepoel 1989: 159):

1) A six or twelve-month contract is available.
i) The company then films the exterior, interior, garden and any special features of each of

ten properties the estate agent selects.
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1) Every month a thirty-minute colour video is compiled showing the ten properties selected.

iv) The company then supplies and installs a television and video in the agency office for the
duration of the contract.

v) They advertise once, inviting prospective buyers and sellers to a "Video Property

Showday" at the estate agency firm.

The "advideotizing" method is used mostly in the holiday and resort market, especially in time-
share sales, and only time will tell whether it will eventually replace any of the conventional
advertising methods used by estate agencies. Estate agencies should, however, always be on
the lookout for new technological developments (i e developments on the Internet) since the
rapid pace of technological change often opens up new opportunities and poses new

challenges which are to the benefit of the agency.

3.3.1.3 The Internet

Over the last four years internet-based software tools have been developed which allow home

buyers to search for homes according to their specific criteria over the Internet.

According to analysts the estate agents who will survive in the new millennium will be those
who offer additional services to compliment traditional property marketing and in so doing
open up new revenue services (Finance Week, 21 May 1999, p 63). This is already happening
as many of the major estate agencies have repositioned themselves to meet the changing needs

of a technologically sophisticated buying public.

Pam Golding Properties, for instance, launched a virtual community project to allow Internet
users access to all sorts of lifestyle information. Through the Pam Golding website people
interested in buying a house in Rondebosch, Cape Town, for example will be able to access
a comprehensive database on subjects such as the best neighbourhood schools, medical
practitioners and hospitals, restaurants, sports clubs and other community amenities. In 1999
the group’s Internet site received more than 35 000 hits a week, 30 percent being from

foreigners (Finance Week, 21 May 1999, p 63).
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Other South African property groups are moving in the same direction with emphasis being
placed increasingly on selling lifestyle, instead of just bricks and mortar. Another project
recently launched 1s the Homechannel - a website jointly established by ten large real estate
companies through the Internet company Metropolis. In addition to regular property marketing
services, the site enables net surfers to access news on entertainment and leisure activities in
specific areas, as well as information on local property-related services such as plumbers,

electricians and garden services.

Electronic Property Group Planet/MLS, which represents about 5 000 of South Africa’s
smaller estate agents, has also recently expanded its marketing services by creating a
Geographic Information System (GIS). The Planet GIS is a comprehensive database which
supplies information on residential suburbs throughout the country. The program is aimed at
compiling profiles of homeowners in specific residential areas. Apart from containing
property-related information, such as average purchase prices in specific neighbourhoods, the
program can compile maps of practically any neighbourhood countrywide, indicating the
location of infrastructure such as shopping centres, railway lines, schools, parks, and so forth

(Computer Graphics, 5 October 1999, p 6).

Planet/MLS MD Christo Wiid is of the opinion that the Internet is the advertising medium of
the future. Just how popular it is with home buyers is underscored by Planet’s house sales
figures totalling about R240 million a month (representing about 60 homes a day) where its

Internet home page was the initial source (Finance Week, 1 May 1999, p 63).

3.3.2 The economic environment

An estate agency should carefully analyse the economic environment of the country in order
to develop effective strategies. Variables which should be looked at include the growth in
gross national product, inflation or deflation, monetary and fiscal policy, long and short-term
interest rates, the balance of payment and devaluation or revaluation possibilities. These
variables assist the estate agency in forecasting aspects such as frequency of sales, availability
of mortgage money, or price and availability of bank loans and other forms of credit. The

residential property market, in particular, 1s sensitive to changes in bond interest rates.
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Fortunately, economic analyses of this nature are published continually by institutions such as
the South African Reserve Bank, individual commercial banks, universities and research

institutions (Maritz & Ghyoot 1990: 193).

A weak economy leads to a drop in living standards, higher inflation and higher interest rates.
Inflation is both good and bad for property owners in that while a bond will cost the buyer
more, his home will also be worth more. Home prices rise at least in rough tandem with

inflation, hence the belief that property is a hedge against inflation.

Due to the rise in inflation and the weaker rand, which forced prices of imported goods and
domestic foods to increase, interest rates in South Africahave already increased twice this year
(up to middle March 2002). In the most recent increase on 15 March, prime lending rates of
banks increased to 15%, and economists predict that the likely trend for interest rates in the

next six months remains upwards (Sunday Times, Business Times, 17 March 2002, p 1).

Absa Bank experts predict a gradual decline in house price growth throughout 2002. The
average house price is expected to rise by about 9 percent in 2002, compared with the 11
percent of 2001 (Sunday Times, Business Times, 3 March 2002, p 21). The R15-billion tax
cuts and lower transfer duties announced by Finance Minister, Trevor Manuel, in the Budget
should however, have a positive impact on the property market. The reduction of transfer duty
will make home buying more affordable. For example, if a home buyer were to purchase a
R500 000 home now with a 90 percent bond (R450 000), the total transaction costs would
come to R38 760. Before 1 March 2002, the total transaction costs would have been R42 460,
which means a saving of R3 700 - less than 10 percent of the total transfer and registration bill

(Finance Week, 8 March 2002, p 13).

Estate agencies have to carefully monitor economic conditions and forecasts in order to be
prepared for the behaviour of consumers during different economic times. In this way they can

adapt their strategies accordingly and cater for the changing needs of consumers as the

economy changes.
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3.3.3 The socio-cultural environment

Estate agencies should scrutinize the socio-cultural environment closely to detect its influence
on strategic decisions. This environment is determined by prevailing value systems and
behaviour patterns. Trends which hold certain implications for businesses are the changing
population composition, the geographical distribution of people in urban and other areas, age
structure and the educational level of buyers. The influence of many of these factors on

consumer behaviour was discussed in section 3.2 of this chapter.

Waestern societies are characterised by falling population growth rates and shrinking families,
with the emphasis on smaller consumer units. There are also growing numbers of one-person
households and single-parent families. These socio-cultural changes have definite implications

for estate agencies since the types of homes required by consumers are influenced by them.

Many consumers today demand a "get up and go" lifestyle and seek homes which require less
maintenance. Younger people are also either doing the housework themselves, or have a char
who comes in once or twice a week. These people require homes without domestic worker's
quarters or, if the home already has such quarters, they often convert these rooms into guest

rooms, or into a separate unit for a teenager or to lease in order to help pay off the bond.

During the last few years many consumers have become very safety conscious and there has
been a trend to first of all consider the safety aspects when considering homes to buy. There
has also been a trend among consumers to buy townhouses, cluster homes, and duet homes,

which are considered to be safer than the larger residential home.

A further social trend that has to be considered is consumerism, the social force that protects
the consumer by exerting legal, moral and economic and even political pressure on
management (Kotler & Armstrong 2001: 761). This movement is a natural consequence of a
better-educated public that resists such things as misleading advertising and other
objectionable practices, and advocates the rights of consumers. Many organisations have been
formed to protect the rights of consumers. The Estate Agency Affairs Board, which is a
statutory body established under the Estate Agents Act 112 of 1976, maintain and promote the
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integrity of all estate agents in South Africa. Consumers who have complaints about estate
agents may also report them to the Estate Agency Affairs Board, who then takes the necessary
steps. There are regular features in newspapers and magazines in which consumer issues are
discussed. Programmes on radio and television also help to educate consumers and protect
their rights. A good example of such a television programme is "Fair Deal", which is presented

by Isabelle Jones, a well-known celebrity.

Afinal aspect of the social environment which warrants observation is the pressure that society
exerts on the business organisation, forcing it to be socially responsible. This means that the
estate agency should constantly consider the consequences of its decisions and actions. In most
cases criticism of aspects such as misleading advertising and exploitation of the consumer are
levelled against management. The social responsibility aspect as it relates to estate agencies

will be covered in more detail in chapter 4.

3.3.4 The physical environment

The physical environment embraces the limited resources from which a business obtains its
raw materials, as well as the environment into which the business discharges its waste (Kotler
2000: 147). Since the 1960s there has been growing concern about the natural environment,

particularly with regard to the exhaustion of resources and the destruction of the environment.

Business has developed an awareness of the physical environment, because this can affect
business in many ways. This interface between a business and its environment concerns
environmentalism, which may be defined as "an organised movement of citizens and
government institutions in defence of the natural environment" (Lamb et al 2002: 64). In the
Silverton Ridge suburb in Pretoria, for example, environmentalist groups have for years
protested against three huge building complexes, consisting of flats. According to the environ-
mentalists these high-rise buildings mar the beauty of the surroundings and do not belong there

at all. In spite of their protests, however, a decision was taken to erect more of these buildings.
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Although the responsibility for a well-ordered ecology cannot be said to rest entirely with
business organisations, they ought to, nevertheless, take care that their activities do not affect
the environment. Litter and harm to the ecology originate from various sources, for example,

advertising signs used by estate agencies, as well as pamphlets to advertise properties for sale

or to find sellers,

It is the estate agency's responsibility to carefully control the use of "for sale" and "sold" signs.
These signs should, for instance, not look unsightly. Agents should also refrain from plastering
any property with boards or signs. The municipal regulations regarding these signs should also
be obeyed. For instance, when a house is on show, the agent positions signs leading

prospective viewers to the house. These advertising signs must, however, be removed at the

end of the day.

The distribution of pamphlets by estate agencies should also be carefully controlled in order
to prevent pollution, If pamphlets are delivered to homes, for instance, they should be put in

places where they cannot blow away. A post-box would be ideal, but unfortunately not all

homes have them.

Estate agencies should respond timeously by taking steps to limit any deleterious effects on
the community in so far as this is possible. If the agency does not show clear signs of a decent
sense of social responsibility, some clients may develop hostile attitudes, which may threaten

the survival of the business. The social responsibility aspect will be discussed in more detail

in chapter 4.

3.3.5 The politico-governmental environment

The estate agency firm's existence is, to an ever increasing extent, being circumscribed by the
political and legal framework of society. The government plays a dual role in the property in-
dustry. It participates as an economic subject and by way of public legal circumscription of
property. Direct participation in the property industry as an economic subject is the most
powerful instrument that the government has at its disposal for bringing about a change in the

functioning of the market or achieving any other goal. Like the private-sector enterprise, the
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government may be involved in economic activities such as investment, trade, counselling and

agency.

The government's other role, namely participation by way of public legal circumscription of
property, is achieved in three ways, namely via taxes, expropriation and control measures.
Taxes encroach directly upon the property owner's right to posess wealth. From an economic
point of view, the levying of taxes is probably the most powerful instrument available for
redistributing income and wealth. Some of the most common forms of taxation in the case of
fixed property include, income tax, estate duty, transfer duty, property tax, development
contributions and rent control. In the case of expropriation the right of ownership and limited
real rights in fixed property are taken over by the government without the cooperation of the
holder so that they can be used for public purposes such as housing, community development,
water affairs, the clearance of slum areas, national roads and soil conservation. Usually the

deprivation of rights such as these is accompanied by the payment of compensation.

By means of control measures the use of private property 1s restricted in favour of the general
public. In contrast to expropriation, compensation is virtually never paid for restricting the use
of such property. The government, for instance, controls the use of land by means of the
Environment Planning Act which controls the zoning and subdivision of land for industrial
purposes and the erection of factories. Provincial town planning ordinances and the town

planning schemes of local authorities also prescribe zoning and land-use planning in urban

arcas.

Estate agencies should be aware of existing and new legislation affecting property and related
industries. The abolition of the Group Areas Act has provided estate agencies with many new
challenges, since they now have a totally new market to cater for. Estate agents have to study

the needs of the new black market carefully in order to satisfy their home-buying requirements.

Since the introduction of the Reconstruction and Development Programme (RDP), huge
emphasis has been placed on the provision of housing in the country. This creates

opportunities for development and for the broking of residential homes in black or low-cost
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markets. It is estimated that in a decade, 30 to 40 percent of the value of property traded will
be through the black market (Sunday Times, 10 July 1994, p 10).

The abolition of discriminatory taxation practices encouraged entrepreneurship and influenced
the actual earnings of families, which had a positive effect on the property market. The
scrapping of non-residents' shareholder tax also boosted the market as a result of increased
investor confidence. Other factors which could influence the property market include aspects

such as land tax, high municipal tariffs and cross-subsidisation.

The election euphoria of 1994 had an influence on the property market when it led to a
nationwide trend of property price increases. According to the Comprehensive Property
Services Price Index (CPPI), post-election sales reflected the euphoric mood of the country,
and the effect of politics on the property market was further underlined in certain towns as a
result of their being named as new provincial capitals - or having their "old South African"
regional status reconfirmed. Pretoria, in particular, experienced the highest price increase of
10,64 percent, which was attributed to the city's campaign to become the national capital

(Pretoria News, 27 October 1994, p 12).
P

Property values were also affected by policies implemented by the new councils after the
elections in November 1995, Factors such as whether the majority of local councils are
moderate or otherwise and whether party politics are manifest at local government level, all
have a bearing on the property market these councils serve. Influence factors which could play
a role include the policy of a new council on densification of areas, positioning of low-cost

housing schemes relative to up-market areas and how the issue of squatters 1s dealt with.

New legislation which could influence the property market are the new Property Rates Bill and
Capital Gains Tax. Many South Africans fear that the Property Rates Bill will result in most
middle and upper-income homeowners paying considerably more tax to compensate for the

losses councils are experiencing from defaulters among lower-income homeowners (Pretoria

News, 21 September 2000, p 27).
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The above examples indicate that it is the task of estate agencies to study the numerous and
often complex activities of government as well as legislation and political developments in

order to determine their influence on the profitable survival of the business.

3.3.6 The international environment

Businesses that operate internationally find themselves in a much more complex business
environment, because every country has its own peculiar environmental factors, with its own
technology, economy, culture, laws, politics, markets and competitiveness. If an estate agency
operates internationally, the above factors should be studied carefully in order to adapt

strategies accordingly.

South Africans often invest in properties in other countries and often make use of South
African estate agencies which have branches or connections in other countries. Remax, for
instance, have franchises in 37 countries world wide. A franchise in America, for instance, can
send a franchise in South Africa a portfolio of its best properties in America, accompanied by
photographs and a detailed description of each property, its location, municipal taxes and any
other important information. The South African franchise can show this portfolio to its clients
who can then select the properties they prefer. In turn, the franchises in South Africa supply

the same information and service to the clients of Remax in America.

Pam Golding International also operates internationally. They have operations in the United
Kingdom, Germany and Australia, and have also expanded into Africa by opening offices in

Zimbabwe and Botswana.

Since the election of the new government, foreign interest in South Africa has escalated. The
easing of world trade tension and the excellent tourism and business potential offered by South
Africa, coupled with the extremely favourable exchange rate, makes South Africavery popular
with foreigners. Tourists are particularly fond of Cape Town and its surrounding areas, as well
as the Kruger National Park. Time-share properties in these areas, in particular, have many

foreign visitors throughout the year.



120

Many foreigners are also interested in investing money in homes in South Africa. A number
of wine farms have recently been sold to investors from outside the country. Estate agencies
in South Africa should therefore be aware of the different cultures and their norms and habits

if they wish to sell properties to these people. This aspect was dealt with in detail in section
3213

3.4 CONCLUSION
This chapter covered both the market and macro-environments in which the estate agency firm
operates. This external environment, as it is also called, experiences rapid change and this has

a very important impact on the existence of an estate agency firm.

The estate agency business should therefore constantly monitor the external environment and

attempt to make use of opportunities which exist, as well as to identify threats well in advance.

The two components of the market environment, namely consumers and competitors, are of
particular importance to estate agencies. Estate agency firms should study the factors which
influence the consumer's decision-making process if they want to provide quality service and
establish long-term relationships with clients. These factors include person-specific,
psychological, group and economic influences. Competitive estate agency firms should also
be carefully monitored, since knowledge of competitive strategies could aid the estate agency

in designing strategies which will provide a competitive advantage.

The macro-environment of the estate agency firm surrounds the market environment and
consists of various sub-environments, namely the technological, economic, socio-cultural,
physical, politico-governmental and international environments. Estate agencies should
anticipate environmental changes in these uncontrollable environments in order to identify
opportunities and threats which could arise. In this way marketing strategies can be adapted
to make use of these opportunities and to eliminate the threats in order to create consumer

satisfaction and establish long-term relationships with customers.
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CHAPTER 4

RELATIONSHIP MARKETING IN THE
ESTATE AGENCY INDUSTRY
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4.1 INTRODUCTION

Relationship marketing 1s one of the most recent developments in marketing thought. Since
the early 1980s relationship marketing has gained widespread acceptance. Webster (1988)
associates this with the rebirth of the marketing concept while Grénroos (1991) suggests that
it represents a paradigm shift in marketing. The substance of relationship marketing is that
enterprises should maintain long-term relationships not only with individual customers, but
also with role players in an extended market. The underlying rationale is that the fostering of
long-term product, service or company loyalty rather than immediate sales, 1eads to an increase
(or maintenance) of sales. This viewpoint or approach to the marketing task is especially

relevant to the marketing of estate agency services, as this chapter will show.

The enthusiasm for relationship marketing stems from numerous factors. In contemporary
markets there 1s a growing awareness that to maximise, or even maintain market share, the
focus should be on keeping customers and partnerships rather than on continually seeking new
ones. Technological advancement has assisted in this process by allowing companies to
engage in interactive and on-going communication with large numbers of customers. Evidence
that the cost of losing a customer and procuring a new one is high, has also been a motivating
factor. Numerous advantages which can potentially be derived from relationship marketing,

such as greater cooperation and profit improvement, have also been recognised.

This chapter first explains the intricacies of services marketing and the development of a
marketing strategy for a service enterprise, which is then followed by a discussion of

relationship marketing as applied to the estate agency industry.
4.2 SERVICES MARKETING IN ESTATE AGENCIES

4.2.1 Marketing defined

The marketing function in an estate agency fulfils a dual role. Firstly, it is aimed at marketing
the enterprise (1 e the real estate agency) and secondly, it is aimed at buying and selling
immovable property and leasing space. This study will concentrate only on the selling of

immovable residential property.
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The American Marketing Association defines marketing as: "The process of planning and
executing the creation, pricing, promotion and distribution of i1deas, goods and services to

create exchanges that satisfy individual and organizational goals" (Churchill & Peter 1998: 6).

In the estate agency the development of a market strategy involves identifying the target
market, developing a service to satisfy the target market (product), finding a way of reaching
the clients (place), informing clients about the service and persuading them to buy
(promotion), and selling the service at a price acceptable to the clients (price). The marketing
strategy of an estate agency is indicated in figure 4.1. The product, price, place and promotion
variables referred to above are known as the marketing instruments or marketing mix. Each
of these instruments is discussed in detail in section 4.5, while the selection of a target market

1s dealt with in section 4.4.

FIGURE 4.1
THE COMPONENTS OF THE ESTATE AGENCY'S MARKETING STRATEGY

decisions decisions decisions decisions
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4.2.2 Characteristics of services

Using the marketing instruments to provide good customer service in the service industry
differs significantly from customer service in the consumer goods industry. Services possess
unique characteristics which create unique marketing challenges and opportunities. The most
important of these characteristics are intangibility, inseparability, perishability and the

heterogeneous quality of services:
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*  Intangibility

Unlike goods or products which can be tasted, seen, felt, heard or used, services are physically
intangible. A thorough evaluation of the services which an estate agency provides is thus not
possible for clients and they find it difficult to visualise the advantages of the services

provided, for example advice networking and so forth.

*  Inseparability

A service cannot be separated from the person or institution which provides and markets it.
The producer and the seller thus are the same person. Quality in services can mostly occur
during service delivery and in the estate agency industry this would occur during the
interaction between the estate agent and the customer, Services are thus manufactured and
consumed simultaneously while in the case of products consumption takes place after

production and often away from the place of production.

*  Perishability

Services are perishable and cannot be stored like tangible products. Because services are
produced and consumed simultaneously, they are highly perishable. If an estate agency, for
instance, puts a house on show for the day, but no interested customers show up, valuable time

1s lost which can never be recovered.

*  Heterogeneous quality

Since services are normally rendered by people, they are seldom identical. The quality of one
particular service unit is therefore not necessarily the same as that of the next unit and the final
product will vary from one estate agent to another. The final product of the same agent will
also not necessarily always be the same, since the services which he provides will depend on

his mood, the time of day, the day of the week or the customer involved.

All marketing decisions taken in an estate agency should be based on the marketing

philosophy or concept. This concept is discussed in the following section.
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4.3 THE MARKETING CONCEPT

The marketing concept can be applied to all decisions in the estate agency. Kotler and
Armstrong (2001: 18) see the marketing concept as the marketing management philosophy
that holds that achieving organisational goals depends on determining the needs and wants of
target markets and delivering the desired satisfactions more effectively and efficiently than
competitors do. The marketing concept influences all the activities of the enterprise. It consists
of four principles, namely a consumer-orientation, a profit-orientation, a systems orientation

and a social responsibility orientation.

According to the consumer-oriented principle, all marketing actions should be aimed at
satisfying consumer needs, demands and preferences. In other words, "the consumer 1s king".
An estate agent may prefer not to work in the evenings or on Saturday and Sunday, but as
these times are often convenient to customers, he will have to adapt his programme
accordingly. Failure to appreciate what the client wants creates opportunities for competitors

and can adversely affect profits.

Maximising profitability, or profit-orientation, is the primary objective of a profit-seeking

enterprise and can be achieved only with due consideration of consumer needs.

Profit-seeking enterprises attempt to achieve a specific rate of return in the long term rather
than to obtain unduly high returns in the short term, as a short-term approach can endanger its
survival. While compiling the database for this survey it became clear that many estate
agencies in South Africa seem to be "here today and gone tomorrow". The possibility that
estate agents adopt a short-term approach regarding profitability, without taking client needs

into account, 1s a matter that will be investigated during the empirical research.

The marketing concept accentuates customer satisfaction as a high-level objective of the
enterprise. Everyone in the enterprise is required to work towards this objective. This refers
to the systems-orientation principle of the marketing concept. In the estate agency firm this
implies that the actions of both administrative and sales staff should be directed towards

satisfying client needs. The administrative staff should be as determined as sales staff to satisfy
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customers, be it by the way in which they answer the telephone, take messages and convey
them to salespeople, assist customers with loan applications, or do follow-up work with regard
to the completion of transactions and the transfer of properties. The entire agency should
function as a team to satisfy customer needs. Whether this is indeed the case in South African

estate agencies will be researched in this study.

Agencies can demonstrate social responsibility by donating funds to projects contributing to

the well-being of the public at large instead of focusing only on the enterprise's target markets.

Social responsibility does, however, not only involve external groups such as consumers, the
public and the government. The enterprise is also socially responsible for the welfare of its
own personnel. An image of social responsibility cannot be created if the personnel are
excluded and do not assist in the creation thereof. Social responsibility programmes for the
personnel include fringe benefit programmes. Nursery school facilities and baby care centres

could also be offered to provide peace of mind to female estate agents.

Social responsibility also means that the agency should not be guilty of practices which are in
conflict with current norms of moral and ethical standards. The Estate Agency Affairs Board
have published a booklet called "Professional ethics for estate agents" which spells out the
ethical code of conduct for estate agents. The Board also administers the Estate Agency
Fidelity Fund from which consumers who have been victims of theft of trust money by agents
can be reimbursed. According to the Estate Agency Affairs Board many complaints are
received every year. In 1999 the Board heard 1217 cases, which produced 680 convictions,
67 not guilty findings and 109 postponements. The Board now has the authority to levy a fine
of up to R25 000 on estate agents found guilty of misconduct. Up to 80 percent of the fine can,
when recovered from the agent, be paid to the aggrieved client in compensation for financial
loss or damage caused by the agent’s conduct (Readers Digest, May 2000: 107). Ethical
behaviour amongst estate agents therefore seems to be a problem in this industry and such

behaviour of estate agents merits a serious investigation.
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44 MARKET SEGMENTATION, TARGETING AND POSITIONING

The more an enterprise knows about its customers and prospective customers, the better it will
be able to design and implement the marketing efforts required to stimulate their purchasing
habits. Since there are too many different kinds of consumers with too many different kinds
of needs, enterprises cannot satisfy the needs of all the consumers in the market. Enterprises
therefore divide the total market into homogeneous segments, choose the best or most
attractive segments and design strategies for profitably serving these segments more effectively
than their competitors. This process involves three steps (Belch & Belch 1998: 40):

*  Market segmentation — the process of classifying heterogenous customers with different

needs, characteristics and/or behaviours into homogeneous groups (segments).

Market targeting — evaluating the attraction of each segment and selecting one or more

segments (target markets) to pursue.

Market positioning — establishing a clear, distinctive and desirable place relative to

competing products in the minds of the target customer.
These three steps are discussed in the following sections.

4.4.1 Market segmentation

Market segmentation is based on four assumptions (Bennett 1995: 256). Firstly, the market
for a product or service is made up of particular segments where members have distinctive
needs and preferences. In other words, not all home buyers are alike. Secondly, these potential
home buyers can be grouped into segments whose members have similar and identifiable
characteristics. Thirdly, an estate agency's market offering appeals more to some segments of
the market than to others. Fourthly, enterprises can make their marketing efforts more effective
by developing specific offerings for specific segments of the market. A home in a prestige
neighbourhood may, for instance, suit one group of home buyers, while a home in a more

middle-class neighbourhood may appeal more strongly to another.
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An enterprise can use different variables when segmenting the market. These variables include

the following:

Geographic segmentation. The marketer divides the total market into different
geographical areas, such as countries, regions, cities, urban, rural, climatic regions, et-
cetera. Estate agencies which have been commissioned to sell homes in a coastal holiday
resort, for example, could focus on prospective buyers in cities and towns in-land. The
current outflow of wealthy citizens from the Gauteng area to the Western and Southern

Cape could be the ideal market for buying seaside cottages in this area.

Demographic segmentation. This segmentation consists of dividing the market into
groups based on variables such as age, gender, family life cycle, income, occupation and
home ownership. Demographic statistics are the most commonly used method for
segmenting markets, owing to the relative ease of acquiring, understanding and applying
the data. Estate agencies with very expensive homes to sell could divide the market

according to income and focus on the higher-income groups to sell these homes.

Psychographic segmentation. This involves the division of the market in terms of
attributes such as social class, life style and personality. To establish the different lifestyle
categories information concerning the respondents' activities, interests and opinions (AIO)
or values and lifestyles (VALS) is collected and then subjected to factor analysis to
identify separate subgroups. An estate agency commissioned to sell a home situated near
a tennis club, could, for instance, use segmentation according to interests to find buyers

who play tennis and who may be interested in the home.

Behavioural segmentation. This segmentation divides customers in terms of usage rates,
benefits sought, purchase occasions, user status and loyalty status. Estate agencies could,
for instance, divide the market according to benefits sought in order to find clients who
seek security in a home. In this way the agency could find prospective customers who
may be interested in a home with security fences and alarm systems or a home in a

security complex.
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*  Sensitivity segmentation. Some consumers may be particularly sensitive to certain

marketing decisions. Quality-conscious consumers will insist on a superior product, while

others may be extremely price sensitive.

The classic market segmentation variables for estate agencies are geographic area and type of
property. Within these broad variables further segmentation according to personal

characteristics of people as described here, is possible.

4.4.2 Market targeting

Once the enterprise has developed a complete profile of the various segments found in the
market, one or more must be selected for a concerted marketing effort. Such a decision should
be based on a careful analysis of the market segments that will produce the greatest benefits.
Factors that should be considered include the income potential of the segment, the extent of
competition in the market, the investment required to develop services to attract the segment
and the cost of marketing to the segment, the target market size and growth possibilities, as

well as the resources and skills of the enterprise.

Enterprises may choose one, two or multiple market segments to target. The approaches which

can be followed are:

Undifferentiated marketing — market segment differences are ignored and the whole

(total) market is pursued with one market offering.

Differentiated marketing — the enterprise elects to target two or more target markets,
developing a unique marketing strategy for each one. An estate agency could, for
example, use a totally different approach to advertise a property to two different target
markets, a status-conscious market and a target market to whom status is not important

at all. A residential and business market would also require different approaches.

Concentrated marketing — one segment is selected and the market offering focuses

exclusively on the needs of that particular segment. An example would be an estate
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agency which focuses only on the upper segment of the market, for instance, selling

homes costing more than R1 million.

4.4.3 Positioning

Once an enterprise has decided on the segments of the market it will target, it must decide
what position it wants to occupy in these segments. Product positioning refers to the way
consumers perceive a product in terms of its characteristics and advantages and its competitive

positioning,

Positioning has to do with the perceived fit between a specific market and the needs of that
target market. The better this fit, the larger the market share that can be captured (Strydom et
al 2000: 133). Product positioning therefore involves a competitive differentiation and the
effective communication thereof to customers. According to Kotler and Armstrong (2001:
271), an enterprise or market offering can be differentiated along four dimensions, namely

product, services, personnel or image. These variable are indicated in table 4.1.

TABLE 4.1
DIFFERENTIATION VARIABLES

PRODUCT SERVICES PERSONNEL IMAGE
Product features Delivery Competence Symbol
Performance Installation Courtesy Media
Conformance to specifications | Customer training | Credibility Atmosphere
Durability Consulting service | Reliability Events
Reliability Repair Responsiveness
Repairability Miscellaneous Communication
Style
Design

Source: Adapted from Kotler, P. 2000. Marketing management. New Jersey: Prentice-Hall,
p 288.

The enterprise must decide which of the above differentiation variables will be most effective

in differentiating the market offering from that of competitive estate agencies. Lamb et al
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(2002: 235) indicate that an enterprise has to consider the following criteria when deciding on
the differentiation variables to employ: importance, distinctiveness, superiority, communica-

tion ability, affordability and profitability.

An enterprise can follow a combination of several positioning strategies:

Attribute positioning. The enterprise positions itself in terms of one or more outstanding
attributes. In the case of an estate agency it can position itself as offering excellent

customer service.

Benefit positioning. Here the unique benefits that the enterprise or market offering

provides is offered. An estate agency could promise value for money.

Use or application positioning. An enterprise can position itself or its market offering

in terms of the product use or application possibilities it offers.

User positioning. Here the enterprise positions its products or services with users in
mind. An estate agency which has decided to target the higher-income groups could

advertise its services in such a way that it will appeal to such groups.

Competitor positioning. An enterprise positions itself or its market offering against
competitive offerings. For instance, an estate agency could make use of an advertising

campaign which states that "We're number one."

Quality or price positioning. The enterprise may claim that its product or service is of

exceptional quality, or has the lowest price.

Once the firm has chosen a position, steps have to be taken to communicate and deliver it to
target consumers. The firm's marketing mix must support the positioning strategy. These
marketing-mix instruments are discussed in the next section. If an estate agency therefore

decides to build a position on better service, it should hire and train service staff and develop
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sales and advertising messages to broadcast its superior service.

4.5 THE MARKETING INSTRUMENTS

4.5.1 Marketing-mix decisions

A marketing mix is the combination of the four controllable variables — product (service),
place, promotion and price — that an enterprise creates to satisfy its target market. The
enterprise's market offering is the result of combining the four controllable variables in the
marketing mix. Decisions must be taken about the ability of the product or service to satisfy
the targeted consumers' wants, as well as the availability of the product or service where and
when customers want it. Decisions also need to be made regarding communication between
the enterprise and its targeted customers and the price which enterprises seek from the buyer
in exchange for the product or service. These marketing-mix variables are discussed in the

following sections.

4.5.2 Product decisions

A product can be defined as anything that can be offered to a market for attention, acquisition,
use or consumption and that might satisfy a want or need (Kotler & Armstrong 2001: 291).
In the estate agency industry the product is the property which is for sale, but since it is really
ownership that is being bought and sold and not the physical product, one could say that a
service is being provided and not a physical product. The estate agent should be fully
conversant with the physical attributes of the property such as the land and improvements, the

locational aspects of the property and the institutional attributes which determine the legal use

to which the property can be put.

Consumers choose products and services which provide them with the best value. The key for
estate agencies to win and keep clients is therefore to understand the needs and buying
behaviour of consumers better than competitors do and to deliver more value. In order to gain
a competitive advantage estate agencies can therefore differentiate their products or services

so that they will offer clients more value than their competitors.
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Product differentiation refers to the endeavour of an enterprise to distinguish its product(s)
physically and/or psychologically from other basically identical competitive products by way
of shape, colour, dimension, quality, packaging, trade mark, image, status and other need-
satisfying attributes, so that the consumer considers a particular enterprise's product to be

totally different from those of its competitors (Strydom et al 2000: 185).

The essence of the differentiation strategy therefore lies in creating a product or service that
1s perceived as being unique. An estate agency can, for instance, provide services which are

of a higher quality than that of other estate agencies and in this way gain the competitive

advantage.

Even when competing offers look the same, consumers may perceive a difference based on
the image of the product or service. Enterprises therefore attempt to create product images that
differentiate them from competitors. An enterprise should convey a singular and distinctive
message that communicates the main benefits and positioning of the products or services. For
an estate agency to create a strong and distinctive image of high quality services, calls for
creativity and hard work. The enterprise cannot implant this image in the public's mind

overnight. The image must be supported by everything said and done in the enterprise.

The basic sales services provided by an estate agent include the compiling of a written
mandate, the taking of photographs, inspection of the property, doing a market valuation,
making all the sales arrangements, briefing salespeople, preparing the property for marketing,
advertising the property, erecting "for sale" signs and qualifying the buyers. These services,
which form the product component of the marketing strategy of an estate agency, are discussed

in detail in section 4.5.7.2.

4.5.3 Pricing decisions

Price can be viewed as the sacrifice made for the marketing offering (Belch & Belch 1998
57). Price 1s the most flexible and competitive element of the marketing mix. It has a major
effect on whether consumers will buy or not, and ultimately on whether the estate agency will

make a profit or loss.
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Price therefore has different meanings for the final consumer and for the enterprise. For the
consumer price represents the amount of money he pays for a product or service (the property)
and thus for the needs satisfaction that he receives. The consumer (home buyer) will view the
price as acceptable if he perceives the value that he receives as equal to or more than the value

(amount of money) that he pays for the product (the property).

Price 1s important to the enterprise because it relates directly to the income and profitability
of the enterprise, because:
Profits = Total Income — Total Costs

Profits = (Price x Sales) — Total Costs.

The costs mentioned above determine the floor price that the enterprise can charge for its
product or service. The enterprise can charge a price that both covers all its costs for
producing, distributing and selling the product and delivers a fair rate of return for its effort
and risk. An enterprise's costs may be an important element in its pricing strategy. Many
enterprises aim to establish themselves as low-cost producers in their industry. Enterprises

with lower costs can set lower prices which will result in greater sales and profits.

Whereas costs set the floor price, or lower limit of prices, the market and demand set the
ceiling price (upper limit), that is, the maximum price that the market can carry. Demand falls
to zero or close to zero when the prices are too high. Even before the ceiling is reached, the

total number of customers willing to buy during a given period may vary according to price

change.

Consumers sometimes view price as a measure of the quality or prestige of an item. Many
home buyers, in particular, view properties with higher prices as having more prestige than
lower-priced properties. Prestige prices are thus set in the belief that consumers associate the
high price with high quality. A house in Waterkloof in Pretoria, for example, could be viewed

as a status symbol, and an extraordinarily high price would be acceptable to the client.

While market demand may set a ceiling and the enterprise's costs a floor in pricing, the costs,
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prices and possible price reactions of competitors help the enterprise to establish where its
prices could be set. The enterprise should benchmark its costs against the competitors' costs
to determine whether a cost advantage is being enjoyed or not. The enterprise also has to be

aware of the price and quality of competitors' offers.

The prices and offers of competitors can be used as an orientation point for an enterprise's
prices. If the enterprise's offer is similar to a major competitor's offer, then the enterprise has
to fix the price close to that of the competitor. If the enterprise's offer is of inferior quality, it

will not be able to charge a higher price, while the situation is reversed in the case of a

superior product.

There are a number of ways to collect and analyse information about competitors' costs and
prices. Reports from the sales force (estate agents) of the enterprise, for example, can be used
to track price information. Customers' perceptions of the relative quality and value of

competitive offerings can be collected by means of market surveys or focus group interviews.

The basic approaches to setting prices relative to the competition are (Strydom et al 2000:

457):

*

Follow-the -leader pricing — follows any price changes by the industry leaders.

Adaptive pricing — involves relatively small competitors responding to any price change

made by competitors with larger market shares.

Opportunistic pricing — used when looking for ways to attract consumers by pricing
products lower than competing products or services. To do this price cuts are made, or
enterprises may avoid raising prices when competitors do so. Estate agents may be willing

to charge less commission to bring the price down.

Predatory pricing — setting prices at very low levels in order to hurt competitors.
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*  Competitive bidding — the situation when a buyer asks a seller to state the price at

which he will deliver a particular product or service.

In the selling of real estate, a market valuation of the property is made using comparable
properties and a competitive market analysis. This entails comparing the subject property with
similar properties in the market area that have been sold recently in order to determine the

price at which it will most likely sell in the market.

The estate agent, when selecting comparable properties, should make sure that they resemble
one another and the subject property as closely as possible regarding the physical nature of
land and improvements, location, land use, date and terms of sale, and items included in the

sale, for example, curtains and stoves.

After amarket value analysis has been done the estate agent suggests an asking price and sales
terms to the owner. The estate agent's commission could, however, influence the price which
is set. It is common practice for estate agents to base their commission on a percentage of the
price at which the property is sold. The Institute of Estate Agents issue a publication called
Tariff of Commission and Fees, which suggests the recommended scale of commission for
estate agents. Most estate agents do not, however, adhere to the recommendation in this
publication, as they adapt their commission to the particular situation of the sale and the price

of the property.

4.5.4 Place decisions
Place or distribution decisions are concerned with the channels which a business may employ

to make its goods and services available to customers (Jain 2000: 444),

In the estate agency business, place refers to the distribution of services. The services which
are provided by the estate agent do not mean much to the client if they are not available where
and when required. The estate agency therefore has to take decisions regarding, inter alia,

office location, business hours and the availability of estate agents.
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4.5.4.1 Office location

The key to choosing an appropriate location is essentially a matter of selecting the site that best
serves the needs of the target market (Churchill & Peter 1998: 425). According to Kuriloff,
Hemphill and Cloud (1993: 205), the old adage holds: "If you want to catch the fish, you

should cast your net where the fish are."

According to Lamb, Hair and McDaniel (2002: 446), the location chosen has a major impact
on other marketing decisions. For example, large advertising expenditures may be necessary
to overcome a poor site. Similarly, the choice of an expensive location may have an adverse
1mpact on operating expenses. Chooéing a location is a major decision because it has a long-
lasting effect on the estate agency firm. Poor site selection can thus lead directly to failure.

Table 4.2 lists some of the locations that should be avoided.

It is best to be as centrally situated as possible in a market, with the best possible accessibility
from all points in such an area. In smaller towns the most central and accessible point of
location will usually be in the business centre in the middle of the town where there normally

1s adequate parking, good accessibility and relatively little traffic congestion.

TABLE 4.2
LOCATIONS WHICH SHOULD BE AVOIDED

Districts with vacant or abandoned buildings or with unattractive vacant lots.
These project the image of a dying area.

Sites that are inaccessible (e g narrow back streets or alleys).

Sites where many businesses have failed.

Areas suffering from intense traffic congestion.

Areas with poor lighting.

Near businesses where parking times are lengthy (e g movie theatres).

Sites that have not been studied and evaluated.

Source: Zimmerer and Scarborough. 1993, Essentials of small business management, New
York: Macmillan, p 370.
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In bigger towns or cities there may be better locations within the selected market area than in
the central business district. The most desirable location i1s on a major access road, either to

the central business district or to a motorway, and in a shopping strip development.

According to Churchill and Peter (1998: 427), the higher the volume of traffic, the higher the
level of potential sales. Maritz and Ghyoot (1990: 230), however, indicate that when locating
in a shopping strip development on a major access road, the average vehicular speed on the
access road should not exceed 60 kilometres per hour. At this speed motorists can see the
estate agency sign, slow down and turn into the driveway. The location of the estate agency
firm should be such that motorists can easily turn into the driveway, park and drive out again.
Access roads where there is a barrier in the road should be avoided since clients travelling in
one direction will be lost, because motorists will be prevented from turning in from the
opposite side of the road. Sufficient parking facilities should be available when choosing the
location. Maritz and Ghyoot (1990:230) also indicate that the most preferable location is at a
four-way intersection on the far-left corner for outbound traffic moving from the central

business district to the suburbs,

When choosing the office location of the estate agency it is therefore clear that a location
should be selected which will best cater to the needs of the clients. Whether estate agencies

keep this in mind will be determined in this study.

4.5.4.2 Business hours and availability of estate agents

In the commercial industrial field it is customary for estate agents to be available to clients
largely during normal business hours only. However, in residential estate agencies it has
become almost standard practice for estate agents to work unusual hours and to be available
in the evenings and over weekends. Since many buyers work and do not have time to view
houses during the day, estate agency firms which are customer and service oriented should
therefore urge their estate agents to be available to clients at all times. The business hours of

residential estate agents is a topic for investigation in this study.
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4.5.5 Promotion decisions

4.5.5.1 The communication process

Communication plays a key role in positioning an enterprise and its products or services in the
market. The communication function in an enterprise is known as marketing communication
or promotion and is used to inform customers about the enterprise and its products, persuade
customers that a specific product offers the best solution to their needs and remind customers

of product availability while also motivating them to act.

All communication should be based on the communication model which is reflected in figure

4.2 and consists of several identifiable components.

FIGURE 4.2
THE COMMUNICATION MODEL

Noise
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Source: Adapted from Kotler, P. 2000. Marketing management. New Jersey: Prentice Hall,
p 551

The communicator in the communication model is the person (producer, seller, consumer,
etcetera) who sends the message to the receiver. The communicator must possess credibility
since highly credible sources of information are more believable than less credible sources.
An estate agent whose appearance is untidy and whose expertise i1s doubtful will not be a

credible communicator.
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Because meaning cannot be transmitted directly, it must be converted into symbols that can
be transmitted. Encoding is the process of putting meaning into symbols to be conveyed as
messages in the communication process. These symbols must be chosen carefully, however,

since the receiver will assign meaning to them in the light of personal experience and

knowledge.

Encoding results in an intended message which can be verbal or nonverbal, depending on the
medium used to convey it. The message in an advertisement, for example, consists of written
or spoken words plus other non-verbal symbols. It 1s important to consider structure in
message development. For example, estate agents may be instructed to use the same sales

message for all prospects, or to tailor their presentations to each individual prospect.

The medium or communication channel is a means by which the communicator transmits a
message to receivers. There are two possibilities, namely the mass media (television, radio and

press) or personal conveyance (through the sales force or other consumers).

Decoding 1s the process by which the receiver attempts to convert symbols conveyed by the
communicator into a message. The receiver must perceive and interpret the message as it was
intended, therefore the communicator must encode the message with the decoding abilities of
the receiver in mind. This is reasonably easy in face-to-face communication where only one
or a few receivers are involved (e g the estate agent and the buyer). Effective communication
may be a problem where there is a mass audience. In advertising, for example, the
communicator must deal with a mass audience, where people with different capabilities all
receive the same message. The communicator must therefore know what his audience is

capable of before he can decide on the mode of communication.

The receiver of a message is the person or persons who receive the message from the
communicator. It is the responsibility of the estate agent to take the knowledge, experience,
emotions and attitudes of the prospective buyers (receivers) into account before he can send

his message.
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After amessage has been sent, the communicator is interested in securing feedback. Feedback
is communication from receivers to the communicator about the meaning they assign to the
message and how they reacted to it. Enterprises that offer toll-free telephone numbers and
invite customers to call for information about product usage or to express satisfaction or make

complaints, are actively encouraging customer feedback.

Noise is anything that interferes with the communication process so that the receiver gets a
message that is different from the one the communicator sent or even gets no message at all.
Noise may occur when the estate agent (communicator) is not regarded as credible or when
he 1s unskilled and cannot encode an understandable and persuasive message. Noise can also
occur when the message and medium are inappropriate and do not succeed in reaching the
receiver or when the prospective buyer (receiver) is unable to understand the symbols used in

the message or 1s unwilling to decode it properly.

An enterprise has various instruments at its disposal to communicate with consumers. These

elements are known as the promotion mix and are discussed in the following section.

4.5.5.2 The promotion-mix elements

The importance of promotion cannot be stressed enough since this is the instrument which
links the estate agency firm with the prospective clients, hopefully to convince them that the
property is exactly what they need. Belch and Belch (1998: 13) define promotion as "the
coordination of all seller-initiated efforts to set up channels of information and persuasion to

sell goods and services or promote an idea".

Promotion, often called marketing communication, includes all those means which are used
to communicate with the target market. According to Engel, Warshaw and Kinnear (1994: 5),
the term promotional strategy refers to a controlled, integrated programme of communication
methods designed to present an organisation and its products or services to prospective
customers; to communicate need satisfying attributes to facilitate sales; and thus to contribute
to long-run profit performance. The five promotion instruments, namely advertising, personal

selling, sales promotion, publicity and public relations are regarded as the carriers of the
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marketing message. Through these instruments potential buyers are informed that the property

exists, given the advantages thereof and persuaded that they should buy as soon as possible.

Kotler and Armstrong (2001: 512) define four of the promotion tools as follows:

Advertising 1s any paid form of nonpersonal presentation and promotion of ideas,

goods, or services by an identified sponsor. Personal selling is personal presentation

by the firm’s sales force for the purpose of making sales and building customer

relationships. Sales promotion is short-term incentives to encourage the purchase

or sale of a product or service. Public relations refers to the building of good

relations with the company’s various publics, building up a good corporate image,

and handling or heading off unfavourable rumours, stories and events.

In turn, Perreault & McCarthy (1999: 383) define publicity as any unpaid form of nonpersonal

presentation of ideas, goods, or services. The elements of the promotion mix are depicted in

figure 4.3.

FIGURE 4.3

ELEMENTS OF THE PROMOTION MIX
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Source: Adapted from Belch and Belch. 1998. Advertising and promotion. Homewood,
IL: Irwin, p 13.
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In the estate agency business the two most widely used tools of promotion are advertising and
personal selling. The use of each of the five promotion tools by estate agencies is discussed

in the following sections.

4.5.6 Using advertising methods in estate agencies

Advertising is any announcement or persuasive message placed in the mass media in paid or
donated time or space by an individual, company or organisation (Churchill & Peter 1998:
450). Advertising is important to the communication goals of a company. As the old saying
goes: "Doing business without advertising is like winking at someone in the dark. You know

what you are doing, but nobody else does."

Advertising in the real estate industry is directed at two levels. Institutional advertisements are
designed to promote the agency or company, while specific advertisements concentrate on
marketing a particular property with the aim of convincing the potential client to visit the
showhouse or advertised property. Some advertisements are designed to serve both purposes

with, however, a little more emphasis on one.

4.5.6.1 Forms of advertising in the estate agency industry
Various forms of advertising are used in the estate agency industry. The different types of

media used can be divided into two categories, namely preliminary advertising and formal

advertising (Truter 1993: 64-67).

a) Preliminary advertising
Before being advertised in any mass media form, the property is advertised internally, through
circulation of the listing information — using the listing form — among all the agents working

for the firm and externally by means of "for sale" signs that are posted as soon as possible.

*  The Listing form
The listing form 1s the initial form of advertising. On being listed, the property is immediately
advertised informally when details are filed and a copy of the listing form is circulated among

the recruiting agent's colleagues in the firm. On having obtained a mandate, the agent arranges
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for colleagues to view the property as soon as possible. Most agents have prospective buyers
for whom they have not yet been able to find just the right homes, but with whom they

maintain contact. A new listing sometimes fits the bill for such a buyer and a sale is negotiated

without further ado.
*  "For Sale' signs

A "for sale" sign is usually put up at the first possible opportunity. The judicious use of
professionally designed and executed signage is one of the most effective ways of promoting
the sale of property and, at the same time, the estate agent's image of efficiency. "For sale"
signs are highly visible "silent salesmen" that constantly project the firm's and the agent's
image. To be effective signs must be visible from a considerable distance, correctly positioned,
aesthetically pleasing, eye-catching, easy to read, of good quality and able to project the
company image properly. (The Institute of Estate Agents of South Africa 1995: 100-103).

The most important elements on the visible surface of the sign are the colours and the
wording. A brightly coloured sign will attract the eye of the passer-by more readily than one
of a sombre hue. The lettering on the sign should therefore be of contrasting colour to promote

legibility.

The wording on the sign is of no less importance. The less words used the better, since both
comprehension and impact must be immediate. The lettering should also be easy-to-read at a

distance. There is, for instance, no space on a compact 600 mm x 450 mm board for excess

verbiage.

The sign should impart only whether the property is for sale, the firm's name and logo, and the

number at which the estate agent can be contacted.

The correct positioning of signs also has an important influence on legibility. Impact and
visibility can both be seriously retarded by rigging them either too high or too low. Experience

has shown that the bottom of most signs should be about 500 mm from the ground.
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In terms of economy as well as presentation, it is always advisable to use materials of the best
possible aesthetic and material quality. A weather-beaten sign has no place in a professional

marketing campaign.

The agent 1s also confronted by an array of regulations with which he must be conversant to
avoid costly and time-consuming litigation. Local authorities, for example, lay down
regulations to prevent the siting of boards impairing driver visibility at intersections and so
becoming a traffic hazard. Regulations vary from council to council. While the City Council
of Tshwane allows two boards to be fixed flat on to the fence of a property, this may not apply
in, for example, Port Elizabeth or Bloemfontein. Before the agent erects a "silent salesman”,

he should therefore thoroughly check all applicable local regulations.

Other points which estate agents take into consideration are to (The Institute of Estate Agents

1995:103):

Never erect signs without the property owner's permission. Owners are sometimes
somewhat reluctant to allow "for sale" signs and the agent may need to exercise a measure
of persuasion. A "for sale" sign is obviously a direct means of exposure but, particularly
if an agent has been granted sole selling rights, it is not worth alienating clients by
pushing for sign placement if they feel strongly against it. Sellers sometimes come around

and are more amenable once they have adjusted to the idea that their home is on the

market.

Only erect “silent salesmen” in terms of local regulations.
Always remove their signs when requested to do so by the property owner.
Keep signs clean and fresh looking.

Not tamper with signage erected by other estate agents. This would be regarded as very

unprofessional.
Record all erection sites so that signs are not forgotten.

Limit exposure of their sign at a particular property to a maximum of about 60 days.
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Although "sold" signs are not part of preliminary advertising, a brief mention needs to be made
thereof since they are also viewed as "silent salesmen". All the aspects which apply to "for
sale" signs are also applicable to "sold" signs. "Sold" signs are erected, or stickers are affixed

to the "for sale" signs as soon as the property is sold.

As in the case of "for sale" signs, the agent should always familiarise himself with local bylaws
and regulations concerning signs and their erection. Some municipalities, for example,
prohibit the erection of "sold" signs, but allow "sold" stickers to be affixed over "for sale"
signs. "Sold" signs, or result advertising, as it is sometimes called, not only have strong
institutional impact, but also help to promote the estate agent's image. The use of "for sale" and

"sold" signs by estate agencies will be investigated in this study.

b) Formal advertising
Once the preliminaries have been attended to, various other forms of media are used to

advertise the property. These include printed media, radio, television and film advertising,

direct mail and outdoor advertising.

*  Printed media

Printed media is by far the most cost-effective means of advertising. Newspapers and
magazines provide the highest readership exposure and are widely used for property
advertising. There is a wide range from which to choose and the choice will be determined by
factors such as the purpose for which the property is being made available, for example rental
or purchase, and also by the type of property being advertised. Classified advertisements are
used to advertise farms in agricultural magazines and residential properties are advertised in,

inter alia, gardening magazines.

Newspapers are the main short-term advertising vehicles for property advertising in South
Africa. There is virtually no community in South Africa that is not served by a newspaper of
some kind. In communities served by more than one newspaper, each newspaper usually takes
a different market position. Sometimes there i1s a morning and an evening paper. Daily

newspapers carry predominantly classified advertisements for property, while property
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supplements are popular features in South African weekend papers. These are mostly printed

separately, in an easily portable format.

Printed advertisements are categorised and priced according to size, use of illustrations and
typography. The purpose for which the advertisement is being placed and budgetary factors,
including the selling or letting price involved, will be determinants in the selection of a
particular type of advertisement such as classified advertisements and classified display

advertisements.

Classified advertisements appear in the columns in a section of the newspaper or magazine
that is set aside for this purpose. The typography and layout is standard and the advertisements
appear under fixed headings, such as "Houses for Sale" or "Houses wanted to Buy". These
advertisements rely on clever and concise wording to attract the reader's attention since there
are no tllustrations in this section. The rates are relatively low, but cost is still a factor, and

every word must be made to count.

Classified display advertisements are advertisements in the classified section in which some
display advertising characteristics, such as artwork, logos and photographs are used. As the
designation implies, display advertising is geared toward drawing attention by visual means.
This form of advertising is characterised by the use of varied spacing and typography, together
with photographs and artwork, all of which are expensive.

Classified advertisements usually serve a dual purpose in that they are designed to promote

both the firm and either a single property or a series of properties.

*  Radio, television and film advertising
In South Africa, radio is regarded as a powerful medium because it reaches so many potential
buyers. Thus far, radio advertising has been used mainly for institutional advertising in the real

estate industry.

Television advertising is expensive and is seldom used for advertising individual residential
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properties on the South African market. Housing developments on an extensive scale are
sometimes advertised on television because the amounts and turnover will justify the expense

of advertising through this medium.

Film advertising has recently become more common as a vehicle for institutional advertising,

particularly for companies that have branches operating in more than one province.

*  Direct mail

The popularity of personal computers has lead many estate agency firms to use relatively high
speed, letter quality printers for direct mail campaigns. Direct mail messages may be
personalised to the reader since mail-merge computer programmes can be used to personally
address selected prospects. For example, the mailing list could be refined so that direct mail

to sell a R550 000 house does not go to a large family with an income of R9 000.

Another advantage of direct mail is that it is always timely. Direct mail brochures may be sent
at any time without regard to publication lead times or programming schedules followed by

publications.
*  Qutdoor advertising

Outdoor advertising is generally used for institutional purposes and for advertising new
developments. There are several options which include billboards, banners, railway stations,

public refuse bins, bus shelters and taxis.

*  Yellow pages

Theyellow pages in telephone directories are often used by estate agency firms for institutional

advertising,

4.5.6.2 Managing the advertising campaign

Several steps are required when developing an advertising campaign. These steps are briefly
discussed below (Adapted from Pride & Ferrell 2000: 459-472; Kotler & Armstrong 2001:
543-556):
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i) Identify the current situation
An analysis of the current situation includes an analysis of the target market and property being
offered for sale. It is no use designing an advertisement if the agent does not know who he is

writing the advertisement for or if he has no information about the property which he is

advertising.

ii) Define precise advertising objectives
Decisions are made about the overall advertising objectives and the objectives of each

individual advertisement. Examples include the following;:

Convey a specific image of the agency to the public;
make the name of the agency known to the public;
obtain mandates;

attract buyers; and

sell a specific property.

iii) Determine the advertising budget

During this step the total amount of money which is allocated to advertising for a specific time

period 1s determined.

iv) Select the advertising media
The media which can be used for advertising real estate have already been discussed. This

decision is frequently affected by budgetary constraints.

v) Create the advertising message

An advertisement consists of three components, namely the heading, the body and the
conclusion (Jain 2000: 498). The first part of an advertisement is the heading. The objective
of the heading is to attract attention. Since a full page of classified real estate advertising can
contain over 200 advertisements, the heading should be interesting or unique in order to attract

the audience's attention.
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The body of the advertisement must provide meaningful information to the reader. Prospective
buyers usually want to find out about the property's location price and physical characteristics.
One approach used by some firms is to list the general area rather than a specific address, for
example "Near Boys High School". Listing the price is another consideration. Many readers

could assume that the property is priced too high if the price is not included.

When describing the physical characteristics of the property caution should be exercised
regarding the number of details included. A well-written advertisement will state only one or
two special features about any one property. One feature in an advertisement can also attract
different buying groups. A cul-de-sac location with low traffic flow could be attractive to a
young couple with small children and as well as to an older couple with no resident children

who seek peace and quiet.

The conclusion of an advertisement should generate action from the reader. The true test of
any advertising is whether or not it yields results. The truly effective advertisement will result

in buyer contact.

Other important information to include in the advertisement is the name of the estate agent and

the firm as well as a contact number for the agent.

vi) Launch the advertising campaign
The execution of the advertising campaign requires an extensive amount of planning and
coordination. Timing is of the utmost importance, since the advertisement has to appear as

soon as possible after the estate agent has obtained the mandate.

vii) Revision of the advertising campaign

During this step the agency measures the effectiveness and success of the advertisement and
of the media selected. Service advertising can be easily monitored. Each time someone
telephones or calls about a specific advertisement, enquiries can be made as to how the person
came to contact the agency. For example, if he is making contact as a result of an

advertisement, the name of the publication and the date can be obtained. By doing this the
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advertisement with the greatest influence can be determined as well as the days which are the
best, for example in the case of classified advertisements. This study will attempt to determine

whether estate agencies do, in fact, revise their advertising campaigns.

4.5.7 Using personal selling in estate agencies

4.5.7.1 Direct communication

Personal selling, in contrast to the impersonal and mass appeal of advertising, consists of
individual interpersonal communication. According to Lamb, Hairand McDaniel (2002: 543),
personal selling is direct communication between a sales representative and one or more
prospective buyers in an attempt to influence each other in a purchase situation. In the estate
agency business, the salesperson or estate agent 1s indispensable in effecting the actual sale
transaction. Advertisements cannot show properties or conclude the sales transaction. Each
property is unique. No two properties are identical, and even if they seem to be, only one
property occupies a particular position. In addition, the slope of the land, the view, the
location, the size of the buildings, the type of garden and trees also differ. Personal selling in

the estate agency business therefore entails a different sales message for each property.

Without the physical involvement of an estate agent it will not be possible to conclude a sales
transaction. The estate agent has to personally show the property to the prospective buyer and

he has to carefully match the property's attributes with the needs and wants of the buyer.

According to The Institute of Estate Agents of South Africa (1995: 123), the estate agent plays

the following roles:

He services the buyer's and seller's requirements, follows up, follows through and keeps

everyone informed.

He keeps the emotions of both buyer and seller at manageable levels. In the sale of
homes, sellers can become very emotional, particularly if they have been in occupation

for many years.
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He positively encourages buyer and seller to accept prevailing market conditions by
educating them factually. There is nothing worse than raising false hopes, giving distorted
valuations or building castles in the air. Apart from the fact that this could lead to courf
action against the agent, it is very unprofessional and is in direct contravention of the
ethical obligations of members of the Institute of Estate Agents of South Africa as well
as the Code of Conduct of the Estate Agency Affairs Board.

He persuades buyers and sellers that their trust in the estate agent 1s not misplaced and

that the action taken by the estate agent is in their best interests.

He negotiates in a manner which cannot be misconstrued by either party to be partisan.

He may not take sides if he is to do his job properly.

He leads the buyer and seller through honest endeavour, genuine advice and well-founded
trust to a fair and conclusive agreement. If the agent plays his part well and earns his
commission honestly and ethically by working in the buyer's and seller's interests, he will

automatically build an enviable reputation.

He builds his reputation through referrals and testimonials from satisfied buyers and
sellers, a sphere of influence created by such buyers and sellers, as well as by friends,

family, and previous jobs and his personal reputation.

As mentioned previously, the potential clients of the estate agent are both sellers and buyers.
The personal selling process in the estate agency firm 1s therefore completely different to that
of selling any other products or services. The estate agent has to follow a process of first
finding sales mandates before he can start to sell the property. He first has to sell his services
to a seller before he can sell the property and his services to a buyer. Since the personal selling
process in the estate agency is of the utmost importance and can lead to the success or failure

of the business, this process will be discussed in detail.
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4.5.7.2 The personal selling process

Many authors who have written on the subject of personal selling indicate discrete steps or
stages which should be followed when selling to buyers. Lamb, Hair and McDaniel (2001:
547), for instance, list these steps as generating leads, qualifying sales leads, conducting a
needs assessment, developing and proposing solutions, handling objections, closing the sale
and following up. Kotler & Armstrong (2001: 600) also list similar steps, namely prospecting,
the preapproach, the approach, the sales presentation, the trial close, handling objections,
closing the sale and follow-up. In the estate agency business, however, the selling process does
not involve only the selling of property to buyers, since estate agents also have to sell their
services to sellers in order to obtain mandates. The selling process as discussed in most
theoretical textbooks therefore had to be adapted in this study to include the steps followed by

estate agents.

The personal selling process discussed in this section assumes that the estate agent starts the
process by searching for and obtaining a sales mandate. This, however, is not always the case.
The steps followed below do not therefore, always take place in the sequence discussed. Some
of the steps could be left out entirely, others may be combined and other steps could follow
a different sequence, depending on the situation. The steps discussed, however, indicate the

basic procedures followed and are reflected in figure 4.4.
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FIGURE 4.4
THE PERSONAL SELLING PROCESS IN THE ESTATE AGENCY BUSINESS

STEP 1 STEP 2
>
Sources of sales mandates Obtaining a mandate
STEP 4 STEP 3
<<
Prospecting for buyers Prepare seller for
marketing property
STEP 5 STEP 6
>
Qualifying the buyer Showing of properties
STEP 8 STEP 7

Closing the sale

!

. Handling of buyer objections

STEP 9 STEP 10
Presenting offer to Assisting the buyer to
purchase to seller obtain finance
STEP 11
P a—

After-sales service to buyer
and seller

Source: Adapted from Maritz and Ghyoot. 1990. The estate agency business. Cape Town:
Juta, p 18.
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Step 1: Sources of sales mandates

This step basically is the search by the estate agent for potential sellers, which entails obtaining

sales mandates. A sales mandate is an agreement between the estate agent and the seller in

consequence of which the estate agent endeavours to find a buyer for the seller's property, and

for which he will receive commission if he is successful. Traditionally there are three types of

sales mandates, namely open mandates, sole mandates and exclusive mandates. These types

of mandates were referred to and discussed in chapter 2.

The estate agent finds leads for obtaining sales mandates from various sources. The sources

of potential sellers are discussed below.

a)

b)

Satisfied clients. Referrals are probably the best sources of sales mandates. Many agents
work almost exclusively from referrals or recommendations from satisfied clients to their
friends and associates. Satisfied clients are customers to whom the estate agent has sold
ahome or whose homes have been sold by the estate agent. Good customer service by the
estate agent is thus of the utmost importance since it could generate new clients. An estate
agent could ask buyers and sellers for recommendations to their contacts since there is no
better advertising than word-of-mouth from satisfied clients. If the agent does not ask for
it, the client may forget to recommend him when the opportunity arises. The agent should
also reinforce the positive relationship established with clients by continuing to contact
them on aregular basis. Estate agents could, for instance, send the client a thank you card,
keep him up to date with what is happening to the lead, or even give the client a certain

percentage of the commission.

Advertising. Newspaper advertising is a very popular method used by residential estate
agencies to attract sellers. Display and classified advertisements are used most often in
this medium. In addition to newspaper advertising, letters to selected prospects may also

bring about good results.
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Publicity. Active participation in community organisations exposes the estate agent to a
large number of people who want to sell their homes. Speeches given by estate agents
before community organisations can also acquaint the public with the estate agent's

services.

Centres of influence. Certain community members have prior knowledge that a family
needs to sell their home. Examples of such people are bankers, doctors, pharmacists,
moving company employees, clergy and other church contacts, builders and so forth. By
having personal contacts with these people through community organisations and local

clubs, the estate agent may be the first to know of an impending move or transfer.

Office walk-ins. If the office of the estate agency firm 1s well-located, it will encourage

passers-by to come inside.

Canvassing. There are several ways in which estate agents canvass for sales mandates.
Many agents scan the classified sections of their local newspapers looking for advertise-
ments placed by owners. They then telephone the owners and try to persuade them to list

the property with them.

Door-to-door canvassing can also be an effective means of obtaining sales mandates.
Door-to-door canvassers, through repetitive contact, should establish a personal relation-
ship with homeowners in the area which they serve. Such a relationship may lead to
information regarding the homeowner's friends who wish to move to the neighbourhood
and neighbours who are planning to move. An effective device used by estate agents who
canvass door-to-door is to have an attractive card printed that can be easily affixed to the

doorknobs when the owners are not at home.
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In some areas, financial institutions have properties for sale. A letter to them requesting
a list of their properties and permission to offer them for sale may result in a number of

sales mandates.

Another way of obtaining sales mandates is by watching for "For Sale' signs in a
neighbourhood or on bulletin boards at grocery stores, churches and clubs. The owner can

then be located and an attempt made to obtain authority to sell the property.

News items are frequently a source of leads to properties that might be for sale. Items
often appear stating that certain owners are moving from a town or city. If such persons
are property owners they will probably want to sell their homes immediately. Similarly,
sales mandates may be obtained by contacting individuals placing "furniture for sale" or
"garage sale" advertisements. These are often the first steps taken by owners who are

preparing to sell their homes.

Farming. Farming is a planned, systematic method of prospecting in a specific market
area. Best results are usually obtained if the neighbourhood is fairly homogeneous, that
is, the houses have a fairly narrow range and the income level of the residents are

approximately the same (Shenkel 1990:102).

After choosing the specific area he wishes to farm, the estate agent must get acquainted
with the residents of the area, gather specific information about the area, and consistently

reinforce initial contacts.

Expired listings. Expired listings are properties that have been listed for sale by another

estate agent and did not sell. The estate agent should contact the seller of such properties.

Step 2: Obtaining a mandate

The process of obtaining a mandate involves certain activities which are discussed below.

a)

The listing interview. At a meeting with a potential client non-verbal communication 1s
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as important as the verbal communication. Impressions are very important in establishing
rapport with a potential client. Factors which are critical in the projection of the right
image for the estate agent include his punctuality, appearance, posture and gestures. Prior
to conducting the interview, the estate agent has to first collect information.

*  Collecting information prior to a canvassing visit

A large amount of preparation, thought and planning should precede the interview if the
estate agent is to negotiate a mandate successfully. Before he visits a potential seller, the
agent must possess certain information. He must, for instance, know the market in the
area better than the seller does, he must know what properties are on the market at the
specific time, the prices being asked and for how long these properties have been on the
market. The agent should also know which properties have been sold recently and the
prices asked for these properties. Trends such as rezoning and subdivision which could

affect the market price of property in the area must also be known to the estate agent.

A potential seller will be more willing to accept informed suggestions regarding the price
of his property and sign over a mandate to a well-informed agent. An agent who 1s well-
prepared will be able to react knowledgeably to sellers' suggestions and will also be able

to counter unrealistic demands with facts.

Before the agent visits the seller he should assemble a mandate kit which includes the
items mentioned in table 4.3. The mandate presentation book can be a valuable asset to
the residential estate agent. It provides the visual, written and pictorial script for obtaining
mandates. It organises and clarifies the agent's presentation and provides him with cues
so that he will not omit important details. Since 1t is a visual aid it improves the owner's
perception and increases his ability to remember the information which the estate agent

conveys to him.
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TABLE 4.3
ITEMS REQUIRED FOR A MANDATE KIT

Briefcase

Mandate presentation book

Standard mandate forms

Business cards

Standard forms for collecting data on the subject
Comparable properties

Selected sales promotion items such as brochures
Region, city and neighbourhood maps

Tables used to calculate commission, transfer costs, legal registration costs
Financial calculator for calculating bond payments, etc
Clipboard, notepaper and carbon paper

Pens, pencils and erasers

Paperclips, staples and scissors

Camera

Steel measuring tape

Pliers and hammer

Flashlight

"Sold" and "For Sale" signs/stickers

Droppers

Earth auger for borin§ holes into the §round.

F OFK K K K K K K XK K XK KX K X X X X X ¥

Source: Maritz and Ghyoot. 1990. The estate agency business. Cape Town: Juta, p 26.

Conducting the interview

A listing interview which is conducted efficiently will enhance the chances of listing the
property at a realistic price. The interview should be structured towards exchange of
information. The estate agent must be able to explain the different kinds of mandates to
the seller and explain how he intends to market the property as well as provide

information about the services that he offers.

A prospective client thus engages an estate agent in the expectation of future per-
formance, an action which requires a lot of faith on the part of the client. In order to
persuade the seller to make use of his services, an agent should therefore promote himself
and his firm to a client by, for example, illustrating the benefits of using his services. He

can also stress the high quality of service provided through the use of, for example,
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mandate presentation books, comparative market valuations and standardised forms. The
agent should also emphasize his good reputation as well as that of his firm and stress his

dependability.

When using a presentation book the estate agent normally lists and explains the nature of
his services in this book. The basic sales service provided by an estate agent and which

should be explained to the seller, include the services mentioned in table 4.4.

TABLE 4.4
SERVICES PROVIDED BY ESTATE AGENTS

A written mandate

Photographs

Inspection

Market valuation

Sales arrangements

Briefing salespeople

Inspection by salespeople

Preparing the property for marketing
Advertising the property

"For Sale" and "Sold" signs

Information to neighbours and canvassing of the immediate area
Inform buyers currently on file

Show house

Qualifying buyers

Financial councelling of potential buyers
Offer to purchase

Property transfer

Feedback to the seller and buyer

¥ O K K K %X K X X K K K K X XK XX

Source: Maritz and Ghyoot. 1990. The estate agency business. Cape Town: Juta, p 29-
32.

After explaining the services which he offers to the prospective client, the estate agent
must move smoothly into discussion of the property at hand. Apart from the hard facts,
the agent should try to discover the owner's motives for selling, his requirements in terms
of the sale and his ultimate objective in selling the property. Should such an objective, for

example, be the purchase of an alternative property, this should be noted. If the interview
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1s unobtrusively structured and tactfully conducted, the seller will volunteer information

without feeling that his privacy is being invaded.

The seller will not always have all the information pertaining to the property at hand and
the agent must be prepared to ascertain some of the facts by inquiring at local authority

offices. Table 4.5 indicates the type of information which the estate agent should collect.

TABLE 4.5
PROPERTY INFORMATION

A basic physical description of the property

*  The legal description of the property

The correct street address, lot number and size of the property, including
information on the city and province and/or directions to the property

The zoning category

Municipal value of the property

Lot and block description

The age of the property

Proximity of shops, schools, churches and recreation facilities available in the
area

All numbers at which the seller can be contacted

Times at which the property will be available for viewing

The date on which occupation can be taken should the property be sold
Attractive features that are exceptional

Possible points of criticism

Information on projected property development in the area

Details on public transport

Information on municipal rates, taxes and other levies

A summary of assumable loans, including the mortgage bond balance currently
outstanding, annual interest rate payment amount and the remaininﬁg term.

*

¥ ¥ ¥ X ¥

¥ X K X X X X X ¥

Truter, C.1993. The Real Estate Industry. Pretoria: Van Schaik, p 58.

Since there are many intricacies involved in buying and selling houses, the seller will look
to the agent for information and guidance in this regard. Any questions put to the agent

should be carefully weighed before a reply 1s volunteered.
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The self-confidence and accuracy of the agent's replies to questions posed by the owner
must serve to establish the firm's credibility and the owner's confidence in the particular
agent as his representative. It is very important for the estate agent to establish rapport
with a client by way of honesty, empathy and respect. The better the estate agent's rapport
with a seller, the greater his understanding of the seller's needs and the more detailed and
candid the information given by the seller will be. If the agent knows the seller he should
be able to convince him that he is competent to help him satisfy his needs and desires and

help him to achieve his goals.

A final purpose with this interview is to determine whether or not the property is worth
listing. If, for example, the owner is not really motivated and is only testing the market
by offering the property at an unrealistic price, a busy agent would be well-advised to
channel his time and effort into more lucrative propositions with stronger selling

potential.

Inspecting the property. While obtaining a sales mandate or immediately after obtaining
it, the property must be inspected. All listings should be personally inspected by the estate
agent. The property should be inspected regardless of whether it was listed in the same

estate agency firm's office at some previous time.

When inspecting a property one of the best procedures is to start with a listing form,
filling in all of the blanks in detail. In addition to increasing the estate agent's knowledge
of the property being sold, this will increase the confidence of the seller in the estate
agent, because the seller will be impressed with the estate agent's thoroughness and

knowledge. This could be a basis for building a long-term relationship with the seller.
The advantages of the property should be noted, since they will be the strong selling
points to be pointed out to the prospect when selling the property. Familiarity with the

property enables it to be discussed intelligently and hence to be sold more quickly.

Factors which are considered during inspection include the kerb appeal, the floor and site
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plan, the size of the house and outbuildings, internal measurements of rooms, the type,
number and adequacy of the outbuildings, the garden and pool, replacement costs and

general impressions (Maritz & Ghyoot 1990:36-37).

Doing a market valuation and suggesting a market position for the property. A thorough
market valuation of the property is now made, using comparable properties and a

competitive market analysis.

An unrealistically high-priced house will make a poor impression in comparison to other
houses. The house will normally stay on the market for a long time and consequently
acquire a "bad name". Comments like "that has been on the market for months" or "there
must be something wrong with 1t", gives buyers a poor opinion of the house without
having seen 1it. Setting the right price therefore is a vital part of the selling process. The

agent has to find the fair market price in the market.

In order to find this fair market price, estate agents do a thorough market valuation of the
property by using comparable properties and a competitive market analysis. They compare
the house to others sold in the area and use their judgement to find the right price. A
trained estate agent can show the sellera scrap book of houses sold and currently on the
market, as well as a comparative market analysis showing details of houses similar to the
seller's house which are currently for sale, have recently been sold or have been

withdrawn unsold.

The market valuation and suggestion of an asking price was discussed in detail in section

4.5.3 on the price component of the marketing mix.

Overcoming seller's objections and coming to an agreement with the seller. After the
agent has inspected the property and estimated its market value the seller may still be
apprehensive and uncertain and start voicing his objections. Common objections to be
expected at this stage include the type of listing, the amount of commission, and the

period for which a mandate is to be granted. There may even be objections to what most
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agents regard as routine procedure, such as posting a "for sale" sign, handing a key to the
broker's office or showing the house over a weekend or on a Sunday (Truter 1993: 60).

Each of these objections must be satisfactorily handled by the estate agent.

Many of the objections can be overcome by expressing understanding and appreciation
of the seller's uncertainties and concentrating on the benefits of the procedures. If the
seller does dig in his heels at this stage, the agent must not attempt to override the
objections. Some of the objections may be trivial, while others can be very real. Taking
cognisance of a client's views and uncertainties is crucial to the provision of good service
with a view to successful negotiation of a transaction that will leave all the parties

concerned feeling satisfied.

In dealing with objections the agent should listen carefully and not argue with the point
raised. He should rather show that he respects the seller's point of view. The agent should
try to understand what the seller is seeking to achieve and ask more questions about the
objection. This probing could help the seller to overcome his own prejudices, to adopt a
different perspective or to realise that he has misunderstood the agent. The agent could
also respond to an objection by explaining why the problem is not really a problem, or by
indicating how 1t could be overcome. Lastly, the agent should try to get the seller to agree
that his objection is no longer valid or can be dismissed or overcome (Maritz & Ghyoot

1990:41).

Once the estate agent has succeeded in handling the seller's objections, he asks for the
mandate. Obtaining a mandate is similar to closing a sale — it is a "sale" in terms of
which the estate agent's services are "acquired" by the seller. Various approaches can be
followed in order to come to an agreement with the seller (Stanton & Spiro 1999: 72),
(Futrell 1999: 379):

*  The direct close can be used in instances where the seller has received the estate
agent's message in a positive way and is ready to make a decision. The estate agent

can, for example, ask the seller: "Must I start writing the sales mandate?"
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The assumptive close is based on the assumption that the prospective seller has
decided to engage the services of the estate agent. The estate agent could, for
example, ask the seller: "At what time tomorrow will it be convenient to bring my

sales colleagues for an inspection of your property?"

With the summative close approach the estate agent summarises the advantages and
recaps the points of the agreement, touching all key elements of the decision and

leaving nothing for the seller except to commit himself.

The balance-of-advantages approach assumes that if the client can be convinced that
the advantages of giving the agent the mandate outweigh the disadvantages, he will
be willing to transact with the agent. An example of a question to be asked could be:
"Don't you agree that commission of RS 000 1s worthwhile to avoid all the effort and

anxiety of marketing the property yourself?"

With the negative close the estate agent attempts to put pressure on the client to
decide now, based on some imminent negative event, such as a drop in property

prices.

e) Committing the mandate to writing.
In terms of the code of conduct of the Estate Agency Affairs Board the sole and exclusive
mandate must be reduced to writing. The essential aspects which receive attention in the

drafting of the mandate, are listed in table 4.6 (Maritz & Ghyoot 1990:42).
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TABLE 4.6
ESSENTIAL ASPECTS IN THE MANDATE

* Property description and size

* Parties to the agreement

* Nature of the service to be rendered

* The commission or compensation of the agent

* All movable items that will be included in the sale

* All existing immovable items that will be excluded from the sale
* The date of commencement and expiry of the mandate

* The type of mandate

* Cooperative agents and/or multiple mandate services involved
* Asking price

* Sales terms

* Occupation and possession of the property

* Conveyancing attorneys

Step 3: Preparing the seller for the marketing of his property
When the estate agent has succeeded in obtaining a mandate he has to assist the seller in

preparing his property for marketing.

As mentioned previously, the estate agent should, in order to increase the sales price of the
property, suggest that the owner do certain repairs needed on the property. An effective way
to handle this is for the estate agent to give the seller ahandout which suggests what the owner
should do in and around his house to prepare it for its marketing. This handout can, for
instance, refer to the kerb appeal, facades and entrances which is one of the aspects which
create a first and lasting impression. The seller should, for example, see to it that lawns are
trimmed and flowerbeds tidied up. He should also attend to the roof, if necessary, and the front

door and general entrance should be fresh, clean and inviting to visitors (Maritz & Ghyoot

1990:44).

Other points mentioned in the handout could include the importance of sunlight during
daytime showings, the need to fix utilities (e g a dripping tap), internal repairs and main-
tenance (e g faulty hinges of built-in cupboards), proper lighting for night-time showings,
possible redecoration and the tidying up of built-in cupboards and the house in general (Maritz

& Ghyoot 1990:44).



167

At this stage the estate agent normally also explains to the seller that it is important for him and
his family not to be present during the showing of the house, since buyers feel less inhibited
and tend to comment more freely and to ask more questions if the owner is not at home. The
estate agent also informs the seller of the contents of his promotion campaign which involves

advertising, personal selling, sales promotion and publicity.

The seller should be continually informed about the marketing of his property. In other words,
he should be given feedback regarding the results of the marketing campaign. In order to give
adequate feedback the estate agent should keep arecord of what he 1s doing, contact the seller
regularly, review the market position of the property with the seller on an ongoing basis, and
work towards an extension of the mandate if necessary (Maritz & Ghyoot 1990:46). Whether

these functions are performed by estate agents will be determined in this study.

Step 4: Prospecting for buyers
All the steps thus far have involved the selling of the estate agent's services to the prospective

seller. However, having obtained a sales mandate, the estate agent now has the task of finding

buyers in order to sell the property.

The ultimate happiness of the seller and estate agent depends on finding a qualified buyer who
1s ready, willing and able to purchase the listed property under terms acceptable to the seller.
Finding such a buyer requires that the estate agent attract a potential buyer, assess the buyer's
preferences and purchasing power and match them with the proper set of properties on the
market. When searching for buyers the estate agent should consider all the information on the
property which 1s for sale and its neighbourhood and then draw up a buyer profile. Such a
buyer profile includes the following information (Maritz & Ghyoot 1990: 49):

Financial means required by the buyer to afford the house.

Size of family that could best be served by the house, for example a family of five.
Stage in family life cycle, for example a family with young, school-going children.
Ethnic or language group affiliation. There are areas in South Africa where some

voluntary clustering according to ethnic and language affiliation occurs. Schools or
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churches may also bind residents together.

Socio-economic status. Like the rest of the world, natural segregation by socio-economic
status is visually discernable in most cities and towns in South Africa.

Proximity of workplaces and implications for the most likely profession, employment or

trade of the prospective purchaser.

Once the estate agent has compiled a buyer profile he has to search for potential buyers who
will fit this buyer profile. Leads can originate from various sources. The sources of buyers are
similar to those identified for sales mandates in step 1 and are therefore only briefly mentioned

here.

References can originate from various sources, but a satisfied buyer is the most important. The
advantage here 1s that because they have a mutual "friend", the estate agent will not be
regarded as a stranger by the potential buyer. References help to increase the credibility of the

estate agent and his firm.

Other sources include advertisements in newspapers, magazines and other print media, on site
"for sale" signs, personal contacts, show houses, office walk-ins, word-of-mouth advertising,
direct-mail and publicity. "Old" customers are also sources of potential buyers. In South Africa
the average home buyer has a "five-year itch". Every five years or so the homeowner is ready
to "move or improve". The agent can go back to his files to identify those people who have

been in their homes for four years and six months (The Institute of Estate Agents of South

Africa 1991: 77).

Step S: Qualifying the buyer

An agent who simply takes a client to view property without having conducted a well-
structured interview beforehand, is not offering a service. Prospective buyers reacting to "for
sale" signs or advertisements in the media will have only limited information on the property
being advertised and should therefore be encouraged to meet for interviews so that their true
needs and financial means can be assessed. The essence of qualifying prospects is to determine

their needs and to match those needs with the listings in the office. It must first be determined,



169

however, if prospects are real prospects, or if they are merely "shoppers".

The estate agent must therefore first determine whether the potential buyer qualifies. In this
way valuable time, money and effort is not wasted on buyers who do not really want to buy
or cannot buy. It prevents the agent from becoming a driver with no income, who spends his
day driving from house to house and in the process irritates prospective buyers and sellers
alike (Truter 1993: 74). It also enhances the real estate industry's image of professionalism and
inevitably means more invaluable personal referrals by satisfied buyers. Buyer qualification
also helps the estate agent to understand the needs, wants, resources and motives of a

prospective buyer. The larger the agent's stock of mandates, the greater the possibility of

meeting the needs of a specific client.

The first person-to-person meeting with the buyer is of the utmost importance. Factors which
will influence this include professionalism; prompt, courteous attention; a positive attitude and
being fully prepared. Professional conduct, whether this meeting takes place in an office or
a home, will enhance the chances of the buyer liking and trusting the estate agent (The

Institute of Estate Agents of South Africa 1995: 159).

The quickest way to determine the type of buyer is to ask the right questions. A considerable
amount of information is required for the buyer qualification process. The obvious data to
determine are names, addresses, the business in which they are engaged, whether they are
married and have children and the number of children in each family. Six main categories of
information are required, namely level of achievement, urgency, financial ability, decision-

making ability, property requirements and motivation (Maritz & Ghyoot 1990:50-54).

i) Level of achievement

The level of stature of a prospective buyer is a relatively safe area in which to start probing,
since the type of questions asked are relatively easy to answer and do not normally place undue
stress on the potential buyer. Information which should be determined include the prospective
buyer's current employment position, his present house and neighbourhood and his knowledge

of the housing market which he will be entering,
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ii) Urgency of purchase

The agent has to ascertain as quickly as possible how urgently the prospective buyer needs to
make a decision and how much time he has available to make his move. He has to ask
questions which will determine, for example, when the buyer will take possession of the
seller's house and whether the prospective buyer has arranged alternative accommodation from

the time he has to move out of his present house.

iii) Financial ability

It is important to determine whether the buyer is financially able to purchase and whether he
is legally qualified or authorised to sign the necessary documentation. Financial ability is a
sensitive but very important issue, since there is little justification in showing a client a house
which he cannot afford. It should therefore be approached tactfully, but fearlessly. Aspects
which the agent should determine include the monthly family income, assistance from parents
and friends, availability of ready cash and possible subsidies, and money which can be realised
from the sale of immovable property or other valuable assets. It is also important for the estate

agent to inform the prospective buyer of transfer and bond costs which could be involved in

the purchase of a property.

iv) Decision-making ability

Frequently, a buyer who is willing and able to purchase does not necessarily make the buying
decision. For example, a young couple may have a father or an uncle who 1s a builder or a
building society valuer and whose approval will be sought in the final instance. It 1s therefore
important to identify the decision-maker as quickly as possible and concentrate the sales
sequence on him or her. If this trusted ally is alienated or the estate agent begrudges his

involvement the relationship with the prospect will be ruined.

v) Property requirements
Every buyer has his own preferences regarding the characteristics a property must have. The
estate agent has to ask in-depth questions to determine characteristics such a