IMPACT: International Journal of Research in Applied,
Natural and Social Sciences (IMPACT: IJRANSS) . o £
ISSN(E): 2321-8851; ISSN(P): 2347-4580 | u ] ﬂ H ) !\f-g 1

Vol. 3, Issue 5, May, 2015, 105-112 ks e
© Impact Journals

PURCHASE DECISION FOR APARTMENTS: A CLOSER LOOK INT O

THE MAJOR INFLUENCING FACTORS

NASAR K K' & MANOJ P K ?
'Research Scholar, Department of Management, Kanpadaversity, Coimbatore, Tamil Nadu, India
“Department of Applied Economics, Cochin UniversifyScience and Technology (CUSAT),

Kochi, Kerala, India

ABSTRACT

The paper makes a closer look into three most fegigni factors that have already been revealedirarlier
study by the same authors. These three leadingréaate Price, Quality and Location, in that orddris study focuses on
these three factors and uses a self-administerezstiQunaire on a sample of 150 customers drawn fsefacted
destinations at Ernakulam city in central KeraldeTindings of the study have revealed that mosthef customers
considered Price as the most important factor tsxaftiits attribute ‘Economy type and availabitifyminimum essential
facilities’. The second most significant factor Qaality, basically arising out of its attribute #eption on apartment
quality and having satisfying capacity while andeafpurchase'. Thirdly comes the factor Locatiothwts attribute

‘Location that is adjacent to all important emergerervices, road rail transport accessibility’
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INTRODUCTION

The real estate sector is one of the fastest ggpwséttors in India and is considered as one ofrthjer sectors
that contribute significantly to the economic dexghent of the nation. The real estate residentiaktruction is fast
growing in Kerala, the southern-most state in IntHausing and real estate sector has got one diighest employment
generation capabilities; and the number of pergmngloyed is second only to the agricultural sedasides, the inflow
of FDI into this sector gives momentum to all othelated sectors. Because housing and resideatibkstate fulfills one
of the primary requisites of human life viz. shgltsuccessive Governments in India, both at théreeand state levels,
often accord high priority to this sector. In thegent day competitive market, the customers anediscerning and have
good knowledge about the products that they waputchase. In order to attract the customers akeladvantage of the
huge market potential, real estate developers ha\aatisfy the customers by marketing productshef attributes as
desired by the customers. In Kerala, Ernakulamisityne of the most potential areas for resideméal estate business.
Because of favourable features like the proximftynternational airport (CIAL), seaport, railwayasibn, hospitals, parks,
educational institutions etc. four typical areas. vihrippunithura, Vyttila, Edapally and Ernakularaiihe Drive have
witnessed highest levels of real estate activityhim recent past. Besides, these are areas withplitgntial for tourism,
and are notified tourism hotspots. Naturally, thaseareas that are most preferred by the resadeatl estate developers.
Thus, these four areas are selected for a detstilety on customer preferences on the purchaseabéstate apartments;

using three major factors viz. Price, Quality armtétion as the focal points.
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LITERATURE REVIEW

Friedman 1980 [1] estimated the role of local puldiervices on residential location choice. Hous#hol
individual characteristic neighborhood quality isted as one of the determinants of a householdigdanrtial choice by
Gabriel and Rosenthal (1989)[2]. Buying an apartnigmne of the most significant economic decisjarsd it requires
gathering a lot of information regarding its feasir noted Batra, S. K and Kazmi(2008) [3]intheiok@n consumer
behaviousr. Abelson & Chung 2005 [4] described etad the consumer decision making process. Acogigdj buyers’
preference for real estate products are relatédetmuality of property, specific attributes sushl@cation, neighborhood
or infrastructure improvement, etc. Hawkins, B&tney and Mukherjee 2007 [5] in their book on ConsuBehavior
have discussed the various factors affecting coessimpurchasing behavior. The book elucidates sisgects as types of
consumer decisions, purchase involvement and ptaduolvement. Besides, it emphasizes the needirffmrmation
search process for the purchase of the products Kizfer, 2007 [6] has noted that buying an apantieone of the most
significant economic decisions that people makd,iarequires gathering a lot of information regagdits features. Morel
et al (2000) [7] analyzed as an individual householdtsation decision is significantly affected by lbgaiblic services
and community entry prices. According to Keller $8Y8] brand awareness is essential in buying @etisiaking as it is
important that consumers recall the brand in thateod of a given specific product category, awassni@creasing the
probability that the brand will be a member of tomsideration set. Daniel et al. 1995 [9] Qualityyipically regarded as a
key driver of competitive advantage and hence tifearcement of product quality has been of primeceonto firms
Smith and Wright (2004) [10] observed that produycality refers to the extent to which products ntbetexpectations of
customers, and argued that product quality impramnshould lead to customer satisfaction and hightrs. Shank and
Govinda Rajan (1994)[11] argued that quality is elydrecognized as a key competitive weapon of firrilabdaeng
(2010) [12] has noted that decision making on pasel is an activity that people do quite oftenabse they have to
make purchases of different goods and assets fyeifeently. A recent study by the present authesar K. K & Manoj
P K (2013) [13] has analyzed the behavior of retdte investors in making investment decisions, file various personal
and behavioral factors influencing their purchaseiglons. In another recent study the present asifiiasar K K & Manoj
P K (2013) [14] have has identified the factorduahcing the customer satisfaction that are relef@ndeveloping a
business model for the real estate agency busiAeserdingly, goodwill of the agent, real estategerty, information
delivery, behavior of agents, punctuality and eraaoy services are the relevant factors in thatrotdeyet another study
by the present authors, the factors influencing pechase decision on apartments were studied eiidfrence to
Ernakulam city in central Kerala; and accordindigge factors were ranked in the order of their mgpee Nasar K K &
Manoj P K (2014) [15]. According to Sidin, Zawawijong, Busu, &Hamzah, (2004) [16], features of thartment will
be a significant determinant of a household chofaesidence. This study makes a closer look imoatitributes in respect
of the three vital factors (viz. Price, LocatiordaQuality) as identified in the study by the preasauthors of 2014 [15] in
the light of studies in the foreign like, Sidin at. (2004)[16], Abelson & Chung (2005)[4] etc.

STATEMENT OF THE RESEARCH PROBLEM

Today’s globalized market is characterized by ausis who are so discerning that the products thayt wo
purchase should exactly satisfy features they wouifer. When they decide to purchase the apartthenyt consider
many factors. In the previous study by the preseititors (2014) [15], it was noted that the factikes price, quality and
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location of the apartments are the most signifidantors influencing the purchase decision of cmeis in respect of
apartments. In the above context, the present $aalses on the same study area, and seeks taexddo what are the
exact attributes that support above findings netptd the most important determinants of customensthase decision of
apartments. Hence the research problem for this beastated as,dentifying the exact nature of the various atttidsi

corresponding to each of the three most importafiténcing factors contributing the customers’ fhasing decision on

residential apartments”.
OBJECTIVE OF THE STUDY

 To understand more about the three major influenéactors (viz. Price, Quality, and Location) redjag the

customers’ purchase decision on residential apatsne

* To identify the exact nature of the various atttéfsuand their relative ranking in respect of eatlhe three

influencing factors as noted above; and

» To suggest strategies for targeting of custometispmsitioning of residential apartments, includangasic model

for sustainable business, based on the findingsi®study.
THE STUDY AREA

As in the previous study by the present authord42(15], Ernakulam city limit in central Kerala selected for
this more focused study too. Researchers havetsélégur areas that are witnessing heightened epsal real estate
activities viz.(i). Thrippunithara, (ii). Ernakulartiji)Vyttila, and (iv) Ernakulam Marine Drive — lahese areas are within

Ernakulam city limit.
RESEARCH METHODOLOGY

This study has been conducted during February- Ma@d5, and customers are taken as focus groufistalfrof
187 customers were randomly selected by the authmms four study areas and adopted self-adminidtereestionnaires
as its data collection instrument. The total 18@djionnaires with 3 factors and three attributegdoh factor are set
distributed to respond. Thus altogether Qimportattibutes incorporated in questionnaire. Out of Hiiestionnaires
distributed, 150 were retrieved properly (80.213 &y 37 numbers of questionnaires (19.786%) weteresponded
properly. So they were rejected. Each consumerasked to respond all the variables in a questioar@ a five-point
Likert scale where 1 = Least Important, 2= Lessdrtgnt, 3 = Moderately Important, 4 = Important, [dost important.
The questions were primarily based on the attribatefollowing factors that are observed in thevipas study of the
researchers as three dominant factors influenceptinehase decision of the customers in the studg.arherefore, the
researchers have this time examined in detail asetovarious attributes in respect of the threetrimoportant factors as
revealed in their previous study namely viz. (1)c®rof apartment, (2) Quality of Apartment, and (3)cation of

apartment.
PROFILE OF THE RESPONDENTS, ANALYSIS OF THE FIELD D ATA AND DISCUSSION

In this section a brief profile of the respondenitshe study is given and is followed by analydishe feedback
received by them. It is noted that vast majoritytlef respondents are gents (80 percent). AshigtDgsercent of them

have urban background. Almost three-fourth (74 @etr,cto be exact) of them are in the age bracketo3%0 years.
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Likewise, it is noted that as high as 72 percerihefn have higher education. (Tables 1 to 4).

Table 1: Gender

Male 120 80.00 80.00 80.00
Female 30 20.00 20.00 100.00

SourcBurvey Data

Table 2: Area of Residence

Urban 105 70.0 70.00 70.00
Semi urban 33 22.0 22.00 92.00
Rural 8.00 8.00 100.00

Sourc&urvey Data

Table 3: Age Description

21-30 8.00 12.0 12.0
31-40 66 44.00 38.0 50.0
41-50 54 36.00 36.0 86.0
51-60 12 8.00 10 0 96.0
61 and Above| 4.00 100.0

Sourc&urvey Data

Table 4: Educational Qualification

Secondary 18 00 18 00 28 00
Diploma 27 18.66 18.66 46.66
Graduate / Post-Graduate 62 41.34 41.34 88.00
Engineering / Medicine 18 12.00 12.00 100.00

Source: Survey Data

Table 5: Occupation

Business 30.00 30.00 58.0
Professional 48 32.00 32.00 80.0
Govt: Service 45 30.00 30.00 90.0
Others 8.00 8.00 100.0

SourceSurvey Data

Table 6: Income level

3 lakhs- 5 lakhs 14.00 14.00 14.0
5 lakhs — 9 lakhs 90 60.0 60.00 74.0
9 lakhs above 26.00 26.00 100.0

SourceSurvey Data
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Further, it is noted that roughly one-third eachtledm fall under the three major occupation grouizs (i)
Business, (ii) Professionals, and (jiii) Governmsevice. Majorityof them (60 percent) are in theome group 5 to 9

lakhs per annum. (Tables 5 and 6).

As already noted earlier, a Five-point Likert sdades been used to analyze the data collected fiernustomers.
Accordingly, Tables 7 to 9 have been formed asatmif) the data collected from the customers rejatiinthe three major
influencing factors viz. (i) Price, (ii) Qualitynd (iii) Location. The various attributes contriingt to each of these three
major influencing factors are given suitable wesgint order to assess their relative significanahl@s 7 relates to Price,
Table 8 to Quality and lastly Table 9 to Location.

Table 7: Price Determinants of Purchase of Resideial Apartments

What are Price Attributes do you Considered as
Important that Leading to Purchase Apartment | 2 3 4 5 Mean
in the Study Areas?
1. Economy type and availability of
minimum essential facilities in apartment
2. Easy accessibility of loan from banks
3. Developers’ efforts in getting loans
sanctioned by banks
SourceComputed based on Survey Data

15| 12| 15| 59| 49 3.766
19 |582 3.333
20 | 26| 25| 45| 34| 3.313

N
w
r\l
N

Table 7 assimilates the customers’ feedback taythestion, “What are the price attributes that amesidered as
important while you make the decision to purchapartanent?” The Table reveals that most of the cnste have
preferred to purchase apartments which are of engrigpe and ensured the minimum essential fadglitie fact 59 out of
150 respondents have considered the said attrdmitenportant (weight 4), while as high as 49of thiis is most
important (weight 5). The mean score said attrilm®766. On the other hand, for the second at&ibEasy accessibility
of loan from the banks” as high as 54customers doitnimportant (weight 4) while for 32 of them is imost
important(weight 5). The resultant net rank is ddtebe 3.33 for the second attribute. The thitdtatte seeks to assess as
to how far the developers have helped the custoinggstting the loans sanctioned by banks. Heris, ribted that for 45
this attribute is important (weight 4) while for 8most important (weight 5). Thus, for a majofy79customers (52.66
percent) the role of developers is significantrigsing loans from banks for purchase of apartm@rable 7).

Table 8: Quality Determinants Purchase of Residerdi Apartments

What Are Quality Attributes Do You Considered as
Important That Leading To Purchase Apartment

4. Expert opinion and media information regardmg14 18| 13| 63| 42 3.606
the quality of products.

5. Quality assurance credentials like ISO certificaté7 | 19 | 11| 65| 38 3.586

6. Perceptlon on ql_JaI|ty products and having 141 15| 12| 63| 46 3.746
satisfying capacity while and after purchase

SourceComputed based on Survey Data

| 2 3 4 5 Mean

Table 9: Location Determinants Purchase of Resideial Apartments

What are Location Attributes Do you Considered asmportant

that leads to purchase apartment? ! 2 Y 4 2 e

1. _ Locat|on_that is adjacent to a_II_ important emergenc 14 | 21 14| 57| 24 3.733
services, road rail transport accessibility
2. Location that is free from noise and pollution 21 2 8323 | 40| 34 3.226
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Table 9: Contd.,

3.

Free from crime and social abuses | 0 5 25 [51 [394933.

SourceComputed based on Survey Data

Table 8 depicts the feedback from the respondamigrustudy for the question, ‘What are the qualityibutes

that are considered as important while you maked#f@sion to purchase apartment?’.A vast majorft{@ customers

(72.66 percent) have felt that perceived qualitythef product and its capacity to satisfy the cust@nas a significant

factor.

Among them, as high as 63 found it impdr{areight 4) while the rest 46 felt it as most imjmt (weight 5). The

overall weighted mean for it is the highest at lihweel of 3.736. (Table 8). From Table 9, it is mbthat regarding the

location of the apartment, the attribute ‘Locatibat is adjacent to all important emergency sesyicead rail transport

accessibility’ is found significant by the majoritiz.101 customers, of which 57found it importane{ght 4) while 44 felt

it as most important (weight 5).The overall weighseore is 3.733. In view of the foregoing, it isaningful to suggest a

basic business model for sustainable residentdlestate development based on the three majonabems as shown in

Figure 1.

URCHASEDECI
IONFOR-
APARTMENTS: -
Fayourable-
Purchase-
Decisionby*
Prospective-
Buyers

~_ 7

Source: Model developed by the authors based on the rfiafings of this study

P 2 A

Figure 1: A Business Model for Sustainable Resideial Apartment Development

SUMMARY OF MAJOR FINDINGS OF THE STUDY

The study has reiterated the earlier finding thatthree factors viz. Price, Quality and Locatiorthat sequence
(order) are the vital factors influencing the pwash decision of customers in respect of real estsidential

apartments.

It is identified that the price factor with attriteu“economy type apartment and availability of minm essential

facilities” is most important attribute consideritige purchase decision of customers.

It is further revealed that most of the customarthe study areas prefer to purchase those apagmarich are
of economy type and ensure the minimum essentditfes. The mean score for this attribute is tighest at the
level of 3.766.

As high as 84 percent of the total customers feat tvailability of bank loan is essential for therchase

residential apartments. Of this 32 percent fasiimost important too.

The study revealed that customers really expectroke and help of real estate developers in gethirams

sanctioned to them by the banks, for enabling ttepurchase apartments.

It is revealed that the attribute “Perception omlify products and having satisfying capacity whaled after
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purchase” dominates among all quality-related laitgs with the highest mean value is 3.746. Amdwrgather
attributes, “Expert opinion and media informati@garding the quality of products” comes second \aitimean
value 3.606.

» Itis observed that the 67.33 percent of custompesfer to purchase apartments having locationsadjao major

emergency services, road and rail transport faslietc.
SUGGESTIONS

 From a marketing perspective, consumer is sover@tmy of his purchasing behavior is vitally immt for
making informed and scientific decisions. Since ¢basumers’ decision to purchase or dispense watuyzts is
based on their perceived quality of the productadeffered, developers have to deliver productsfaaning to
the relevant quality attributes and also havingdfyeacity to satisfy their needs. The developeve e consider
such vital factors and their respective contribgitattributes in designing and marketing of reahtestesidential

apartments.

* The basic business model (Figure 1) suggested lms#tk findings of this study be duly applied whihaking

their major policy decisions on design and markgethproducts.
LIMITATIONS OF THE STUDY AND SCOPE FOR FURTHER EXPL ORATION

This study has been done within Ernakulam cityténm central Kerala. The profile of the study aasawell as
the basic background of the customers is primarilyan in nature. Thus, the findings typically refi¢he tastes and
preferences of urban settlers. Thus, similar stuielier Il and Tier Il cities would be quite agiable if conducted as a
continuation of this study so that better insigh#sdrawn on semi-urban and rural customers and lthiging preferences.

Accordingly, separate business models can be deselfor such market segments.

CONCLUSIONS

This study has analyzed the leading factors inflirenthe purchase decision of customers in thehasiog of
real estate apartments with reference to ErnakeimThe study observed price, quality and locationdexcts the major
factors and also identified one vital attribute responding to each of these major factors as thet mignificant
determinant influencing the purchase decision staumers. The overall finding is that customerseréd purchase those
apartments (i) that are located adjacent to majoergency services, road and rail transport faediti(ii that are of
economy type and also with availability of minimwessential facilities, and (iii) having high perasivquality and also
satisfying capacity while and after their purchalee major contribution of this study is that tlesearchers could provide
guidelines to the residential property developezgarding the vital factors that need attention glamith their
corresponding leading attributes. Likewise, thetamourers prefer to purchase apartments having minimreguoirements.
Therefore, the researchers give some insightsealévelopers as to how they should design and m#rke products,

along with a sustainable business model.
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