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Abstract

Service quality has many benefits including achieving and sustaining a competitive advantage as determinant of
business success and failure and as a barometer of corporate performance. In the service industry like the property
management, quality and perception of quality is essential. Thus, the need to deliver quality service is imperative in
order to retain tenants as services is the criteria upon which clients, customers and users of real estate product and
services differentiate one organization from another. The purpose of the study discussed in this paper is to develop
PROPERTYQUAL, a service quality instrument for property management profession and to contribute to research that
analyses the relationship between expectations and perceptions of service quality. It also aims to use a gap analysis
based model to measure tenants’ perceptions of service quality in the property management of purpose built office
buildings in Malaysia. This study utilizes a combination of quantitative and qualitative approach to research which
allow triangulation of the findings and also enable the use of one method to inform the other, reveal paradox or
contradictions, and extend the breadth of inquiry. The Cronbach alpha and CFA analysis confirmed that
PROPERTYQUAL is a robust instrument to measure service quality in the property management services. The current
findings do provide some important insights of understanding the variables that contribute to service quality and tenants
satisfaction of property management services. This research has added to the base of knowledge regarding the
assessment of service quality and tenant satisfaction in property management services and highlights areas for future
research.
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1. Introduction

Property management is a very demanding and challenging profession. It involves organizing an efficient system as
well as directing, coordinating and controlling all the skills available towards maximizing income from a property and
at the same time ensuring maximum protection of its fabric from deterioration and wastage through proper upkeep and
maintenance (Scarrett, 1986).
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The requirement for high standard of service quality in property management has grown through the years due to the

fact that tenants have become more demanding in an increasingly competitive business environment.

Since the beginning of 1990s, both marketing and management literature and research have witnessed a growing
interest in service quality (Parasuraman et al, 1985; 1988; Gronroos, 1998). Delivering service quality is considered an
essential strategy for success and survival in today’s competitive environment (Parasuraman et al 1985; Schieder and
White, 2004). Property industry is one of the service industries that play a significant role in most economies. Thus, this
study aims to develop a service quality instrument for property management services and hence, used the instrument to
measure the service quality in property management services in Malaysia

2. Problem Statement

Tenants are now increasingly aware of and concerned about the level of service they receive. Bell (2001) claimed that
the top criteria for improving retention are service improvements and service relationship. This means that property
managers must be able to create lasting tenant relationships, achieve the highest level of tenant satisfaction and
retention, and able to combine industry knowledge with their business acumen (CEL & Associates, 2001). Moreover,
office building has become even more sophisticated and applying high technology — and this requires a very
knowledgeable manager to manage it effectively and efficiently. These have also made the property management
profession a rapidly growing profession, attracting many new entrants into the market (Chin & Poh, 1999). Therefore in
order to remain competitive, property manager must listen and respond to tenants' needs, concerns and expectations, as
well as opinions, and use this information to quantify their performance and compare them with best practice
(Muhlebach, 1998).

Chin & Poh (1999) argued that due to the increase in expectations of tenants and the growth in the economy, there is a
growing awareness of the need among buildings owners, professionals, and the authorities to raise the standard of
property management practice. Their studies in Singapore showed the profession is lagging behind their counterparts
such as manufacturing and constructions in implementing quality as part of their management tools. A review on The
Surveyor, a professional journal by Institution of Surveyor Malaysia, since 1980 to date reveals that no article has
mentioned about service quality in the property management profession in Malaysia. A study on the status of property
management practice in Malaysia showed that only 30% of the property managers use quality as their management tool
(Zarita et al, 2004). It also showed that property managers have focused only on those performance variables that can be
easy and readily available for example the investment based performance measurement and the occupancy cost
performance. That is basically the reason why property management industry is very slow in adopting such measure.
The property managers have been forced to measure end results as opposed to the incremental processes that actually
combine to make up the end result. These measurements tend to explain 'what' but provide little insight into the 'why'.
As a result, the manager can only hypothesize or make guess regarding the actual cause (Schwenker, 1999).

In the property industry, outstanding tenants’ service means meeting and anticipating the tenant needs. This is because
tenants are the lifeblood of a property management companies. Negative tenant relations can have a serious effect on
property returns, as letting space is the prime income generator for the owner and the management company. A
recurring problem is that tenants' needs and dissatisfactions are discovered too late, as when a tenant announces he will
not be renewing the lease. There is no evidence that an instrument of service quality in the property management
service has ever been established. Measurement is a prerequisite for anything which is to be improved and property
management is no exception. Thus, this research is aimed at developing a service quality instrument for the property
management services.

A study on the status of property management practice in Malaysia showed that only 30% of the property managers use
quality as their management tool. It also showed that property managers have focused only on those performance
variables that can be easy and readily available for example, the investment based performance measurement and the
occupancy cost performance (Zarita et al, 2004). That is basically the reason why the property management industry is
very slow in adopting such a measure. The property managers have been forced to measure end results as opposed to
the incremental processes that actually combine to make up the end result. These measurements tend to explain what
but provide little insight into the why. As a result, the manager can only hypothesise or make guess regarding the actual
cause of their services or performance (Schwenker, 1999).

Managers need more useful performance data to help answer the 'why'. Thus, to answer the why, the property manager
needs to focus on tenant-based performance measurement in order to set themselves apart from their competitor. It is
imperative for the owner to attract and retain satisfied tenants for their property investments. In order to retain tenants,
the property manager needs to pay more attention to the tenants, and that starts with a solid analysis of the company’s
performance (Muhlebach, 1998). Without this clear vision and correctly defined business practices and processes, an
organization is doomed to lackluster performance and loss of business.
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Despite the importance of measuring service quality across industries and nationwide, little empirical research has been
conducted in the delivery of professional practice of property management services in Malaysia. This research is
therefore, an effort to gain insight into the service quality of tenants and the property managers.

3. Service Quality

Service quality is an abstract and elusive concept because of the well-known distinctive features of services —
intangibility, perishability, heterogeneity, and inseparatability of production and consumption (Zeithaml et al, 1985;
Rust et al, 1996; Kotler and Armstrong, 2001). It is due to these features that definition of quality can vary from person
to person, and from situation to situation (Kandampully, 2002).

Delivering quality service has many benefits including achieving and sustaining a competitive advantage (CEL and
Associates Inc, 1996; Lee and Dean, 1998), as determinant of business success and failure (BOMA, 1998) and as a
barometer of corporate performance (Javitch et al, 1995). In the service industry like the property management, quality
and perception of quality is essential. Thus, the need to deliver quality service is imperative in order to retain tenants as
services is the criteria upon which clients, customers and users of real estate product and services differentiate one
organisation from another (CEL and Associates Inc, 1996).

Perceived service quality, was defined as the difference between customer expectations and perceptions or also known
as gap analysis (Parasuraman et al, 1985; 1988). The gap analysis model is based on the expectancy disconfirmation
theory. Expectancy disconfirmation theory predicts that customers will judge that quality is low if performance does not
meet their expectations and quality increases as performance exceeds expectations (Oliver, 1980). Hence, customers’
expectations serve as the foundation on which service quality will be evaluated by customers. In addition, as service
quality increases, satisfaction with the service and intentions to reuse the service increase.

4. A Service Quality Model

A model is useful in providing insights into the complexity of service quality. SERVQUAL is an instrument to
specifically measure service quality (Parasuraman et al 1985, 1988; Zeithaml and Bitner, 2003). SERVQUAL is
composed of the five factors, reliability, assurance, tangible, responsiveness, and empathy. Parasuraman et al (1988)
claimed that SERVQUAL provides a basic framework through its expectations or perceptions format encompassing
statements for each of the five service quality dimensions. The skeleton, when necessary, can be adapted or
supplemented to fit the characteristics or specific research needs of a particular organisation. Babakus and Boller (1992)
commented that the domain of service quality may be factorially complex in some industries and very simple and
uni-dimensional in others. The number of service quality dimensions is dependent on the particular service being
offered. Nonetheless, researchers generally agree that the scale items are good predictors of overall service quality
(Swartz and Brown, 1989; Carman, 1990; Parasuraman, 1998; Bolton and Drew, 1991; Cronin and Steven, 1992). In
fact, Gronroos (1998) has labeled SERVQUAL as the best measurement for service quality. Since the introduction of
the SERVQUAL, it has become the favourite, the most adopted, the best service quality measurement applied across
industries and nationwide. The majority of studies do support the applicability of the SERVQUAL instrument as the
only tool that has been tested statistically in terms of validity and reliability, for measuring service quality.

There is a dearth of research into service quality in the property industry. To date there are six service quality research
and all in the estate agency services (Johnson et al, 1988, Mc Daniel et al, 1994, Nelson et al, 1995, Seiler et al, 2000,
Teoh, 2004 and Pratibha et al, 2005). This support the much needed research of service quality in the property
management services as none has been done to date, particularly in property management service in Malaysia.

5. The Conceptual Framework

In order to develop a service quality instrument or PROPERTYQUAL, a conceptual framework needs to be established.
The process of developing a conceptual framework involves two stages. Firstly is the identification of constructs to be
included in the framework and secondly is the identification of dimensions. This chapter has looked at the service
quality model from various studies, namely Gronroos (1998), Parasuraman et al (1985, 1988), Rust and Oliver (1994)
and Brady and Cronin (2001). The comparison from various studies can be concluded that there are at least two
constructs namely construct before and after the quality action is needed in a service quality framework. Any additional
construct can be added accordingly or depending on the industry understudy. This study has identified Functional as the
construct before quality action and Technical as the construct after quality action.

The identification of the dimensions involves dimensions for the Functional construct and dimensions for Technical
construct. The researcher has adopted Parasuraman et al (1988) the five service quality dimensions to reflect the
Functional construct namely, reliability, assurance, tangibles, empathy and responsiveness. The justification for this is
because (i) the five dimensions is short and comprehensive to measure the Functional construct, (ii) this is based on
empirical and statistical analysis, and (iii) it has the SERVQUAL instrument. Technical dimensions are solely based on
literature review. Five dimensions have been chosen namely cleanliness, building services, signage, security and
parking as a robust and comprehensive to cover the property management services. Additional dimension to be included
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in this framework is Image construct to reflect the important of branding and competitive advantage of image in
property industry. The focus of image in this study is on what is inside the four walls and excluding the design of a
building. This is due to the fact that design is very subjective and the tenants occupy the building after it has been built.
In addition, the researcher has verified the five dimensions of Technical construct and one dimension of Image
construct using the panel of property managers in practice. The feedback is used to confirm the dimensions in this
study.

It is essential to look at the development of service quality model and dimensions from previous studies. A synthesis of
the service quality model will give rise to important elements or constructs that should be included in a model. In
addition a synthesis of dimensions from previous studies will give rise to dimensions that is appropriate to a particular
study i.e. property management services. The analysis is meant to look at the holistic view of the previous studies and
comprehend the elements and dimensions used in the studies. Services are unique in nature and no two services are the
same, thus each of the studies has been tailored to a particular services or industry understudy.

The development of a conceptual framework for service quality in the property management services is important in
order to measure the gap between tenants’ and property managers’ expectations and perceptions. This is due to the fact
that there is of no evidence that a service quality framework for property management services is in existence. This
conceptual model has identified the dimensions and construct for property management services. The service quality
framework for property management services is illustrated in Figure 1 below.

There are three stages in the framework development. The first stage is the dimensions of service quality for the
property management services. For the purpose of this study the dimensions is divided into two groups, the
SERVQUAL and the property dimensions. SERVQUAL is used in this framework to demonstrate that this study is a
modified SERVQUAL which has been developed by Parasuraman et al (1985, 1988). The purpose of this modification
is to reflect the industry or service understudy or particularly the property management service. The second phase
explains the constructs of property management service. There are three constructs that explained property management
service quality; (i) functional which represent element/service judged before (five dimensions), (ii) technical represent
element/services judged during (five dimensions), and (iii) image represent the additional elements which is the
building aesthetics (one dimension). The third stage involves a gap analysis (Zeithaml et al, 1985) i.e. measuring the
gap between level of expected service and perceived service of both the tenants and property managers. A gap analysis
provides a systematic framework to identify the relevant outcomes and benchmark measures necessary to determine
service quality beyond satisfaction measures (Selz, 1997).

Based on this conceptual framework, a service quality instrument or PROPERTYQUAL is established. The
PROPERTYQUAL is a service quality questionnaire developed in the real estate context focusing on the purpose built
office buildings. The target groups for this study are the tenants as well as the property managers of purpose built office
buildings.

6. PROPERTYQUAL as a Service Quality Instrument

The instrument used in this study was a modification of SERVQUAL (Parasuraman et al 1985, 1988), which has a 54
item self completed questionnaire that measured customer expectations and perceptions of service quality. The
instrument that has been developed is named Property Management Service Quality Instrument or PROPERTYQUAL.
PROPERTYQUAL measures expectations and perceptions of service quality along five dimensions of service quality
determinants (Parasuraman et al 1998) and other six dimensions.

SERVQUAL was modified in the present study to reflect the nature of property management services. Parasuraman et
al (1988) indicated that such modifications were appropriate and do not represent difficulties related to the reliability
and validity of the instrument. The revisions included (i) using the property management and tenant in the instrument
rather than company and customer, (ii) adding new dimensions to the instrument to reflect the property management
profession. The new dimensions or the property dimension includes cleanliness, building service, signage, security,
parking, and building aesthetics. Table 1 below summarizes the characteristics of SERVQUAL and PROPERTYQUAL.

7. Research Methodology

7.1 Research objectives

This study has addressed the following objectives and research questions;

(1) To develop PROPERTYQUAL, a service quality instrument for property management services.

(i) To measure tenants’ and property managers’ perceptions of service quality in the property management of purpose
built office buildings in Malaysia using PROPERTYQUAL.

7.2 Research design

A mixed-methodology or triangulation design of the study incorporates the use of quantitative and qualitative paradigm
(Creswell, 1994). Results of the quantitative mail survey in the study are used to answer research question 1 to 5. In
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addition results from the qualitative are used to verify the findings and to further explain factors that influence service
quality amongst tenants’ and property managers.

The study was conducted to privately owned purpose built office buildings in Kuala Lumpur with a population of 318
buildings. For the purpose of this study, the whole population of purpose built office buildings in important location
was considered. The reason for this is due to the low rate of response, thus, it is appropriate that we take the whole
population rather than the subset of it.

The instrument used is PROPERTYQUAL, a modified SERVQUAL developed by Parasuraman et al (1985, 1988). The
SERVQUAL measure has proven to be reliable in other applications. The variables for this study are the 11 dimensions
of service quality as presented by 54 scale items which has been developed purposely to reflect the service understudy.
Data was collected by method consistent with the research design. Data analysis was also based on the research design,
and also assumptions of normality for the population. Figure 2 provides a summary of the research design.

8. Empirical Findings
8.1 Internal Consistency of the PROPERTYQUAL Instrument

The internal consistency of the PROPERTYQUAL instrument was assessed through eleven dimensions of Functional,
Technical and Image constructs. The five dimensions; tangibles, responsiveness, empathy, reliability and assurance
were used as indicators of the Functional construct. Other dimensions; cleanliness, building services, signage, security
and parking were used as indicators of Technical construct while building aesthetics was used as an indicator of Image
construct. Both expectations and perceptions scores for each dimension were assessed using Cronbach’s Alpha. The
results are summarised in Table 2.

It can be clearly seen in Table 2 that all the dimensions of PROPERTYQUAL have a high internal consistency as the
Alpha’s coefficient for both expectations and perceptions are above 0.90. Furthermore, the overall Alpha for the entire
54 items of expectations and perceptions are also high (0.992 and 0.989, respectively). Therefore, it can be concluded
that PROPERTYQUAL instrument is reliable and applicable to be used for measuring property management services
quality.

8.2 Goodness-of-Fit of the Model

Confirmatory factor analysis (CFA) was carried out to assess the overall goodness-of-fit of the model being
hypothesised. The model fit for each construct was assessed using Normed Fit Index (NFI), Relative Fit Index (RFI),
Incremental Fit Index (IFI), Tucker-Lewix Index (TLI), Comparative Fit Index (CFI) and Root-Mean-Square Residual
(RMR). For the index, values of 0.90 or higher suggest that the data fit the model well (Bentler and Bonett, 1980).The
smaller the RMR the better the goodness of fit. An RMR of 0 indicates a perfect fit. The results of confirmatory factor
analysis (CFA) constructs in this study are summarised in Table 3.

Overall, the data fit the model well for all constructs as the index are above 0.90 though the data fit relatively well for
technical (NFI = 0.853, RFI = 0.836, IF1 = 0.877, TLI = 0.863 and CFI = 0.877). Moreover, a small value of RMR for
each construct supports that the data fit the model well. Therefore, no necessary changes were made for the structure
of those constructs.

8.3 The discrepancies of expectations and perceptions between tenants and property managers

There are discrepancies of expectations and perceptions between tenants and property managers. Figure 3 below
illustrates the discrepancies or gap scores between tenants and property managers. It showed that property managers
were found to have lower gap scores in all dimensions than tenants. This concludes that property managers were less
satisfied towards the perceptions of service quality compared to tenants.

This is due to the multidimensional characteristic of human being which in turn will be influence by culture, subculture,
social class, family, friends, institutions, experiences, mass media, advertising etc. However, in regards to the property
managers although they are the service providers but the discrepancies existed are basically influenced by the
humanism characteristics of their sub-ordinate under the managers’ supervision, which some of the sub-ordinate’s
actions (how they handle their job, courtesy, empathy etc.) is beyond the control of the managers.

8.4 Property managers’ perceptions

Based on the mean score of perception (Table 4), property managers’ perceptions perceived higher towards the
dimensions of PROPERTYQUAL than tenants. This showed that property managers have better understanding of
service quality than the tenants. This is basically due to the property managers understanding and awareness to manage
property effectively and efficiently.

8.5 Level of importance towards the dimensions of PROPERTYQUAL

The study showed that based on the score of importance (Table 5) of the service dimension, reliability and
responsiveness are found to be more important to the tenants than to the managers. However, assurance and reliability
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are shown to be more important to the managers than to the tenants. For the property dimensions, it was found that the
tenants perceived cleanliness, security and building services as the top three ranking. Property managers on the other
hand perceived cleanliness, and building services as the top three ranking.

8.6 Signage and building aesthetics dimensions and tenants’ overall service quality perception

The study revealed that signage and building aesthetics have a positive effect on tenants’ overall service quality
perception. Signage has a greater influence compared to building aesthetics as indicated by the coefficients.

8.7 Reliability dimension and property managers’ overall service quality perception

The multiple linear regression analysis found that only reliability has a significant positive effect on property managers’
overall service quality.

8.8 Technical and Image constructs and perceptions of overall service quality

A path analysis has been carried out and revealed that Technical and Image influence perceptions of overall service
quality in the property management of purpose built office buildings in Malaysia. Technical and Image constructs is
actually property management based variables. This shows that service quality is highly influenced by property
management related variable (cleanliness, building services, security, parking, signage and building aesthetics) and not
by process or service delivery variables namely reliability, assurance, tangibles, empathy and responsiveness (Figure 4).

9. Conclusion

This study has developed PROPERTYQUAL, an instrument to measure service quality in property management of
purpose built office buildings in Malaysia. PROPERTYQUAL has been developed thoroughly based on the conceptual
framework and supported by the statistical analysis; it has been proved to be a reliable and valid instrument. Thus, this
confirmed that PROPERTYQUAL is a robust instrument to measure service quality in the property management
services. Further to that, this study has used PROPERTYQUAL to measure the perceived service quality of tenants and
property managers. It is important to understand the expectations and perceptions of tenants and property managers in
the property management services. The use of modified SERVQUAL and the development of PROPERTYQUAL offer
the property management companies a diagnostic and disciplined methodological approach to assessing service quality
within the property industry. The property management company is now able to make decisions about service
improvement and tenants’ satisfaction. Using PROPERTYQUAL allows the property manager to look specifically at
the different dimensional measures of service quality in different ways. Figure 5 below illustrates the
PROPERTYQUAL methodology.

This study is a starting point for the property management company to comprehend the relative degree of satisfaction
and dissatisfaction of the tenants. This is a major contribution of this study whereby this information is non-existence
before. Improvement and strategies for the betterment of the property management profession could be made
accordingly. The study revealed that signage and building aesthetics would improve service quality and tenants’
satisfaction. On the other hand, from a property management company’s point of view, a lot of effort is needed to
improve the property management companies on managing property effectively and efficiently and educating the
property managers and staffs on how to deliver quality service. Although property management companies in Malaysia
do measures their performance but none of the evaluation have provided information to management that
PROPERTYQUAL provides for decision making.

The amount of research pertaining to service quality and tenants’ satisfaction in the property industry is increasing, and
there are still areas for future research. First, PROPERTYQUAL should also be tested to other property sectors;
residential, commercial, industrial and special properties. This can also include comparing service quality and tenants’
satisfaction between public and private buildings. Secondly, further research can analyze the barriers to implementing
programs of service quality as well as tenants’ satisfaction and ways to overcome those barriers. In addition, efforts
should be made to narrow down the gap of perceptions between tenants and property managers. Thirdly, future research
should also go beyond the dimensions investigated in this research to include other dimensions of quality, particularly
culture which may be challenging in a multi-races country. Fourthly, in the context of property management services,
future research can also explore new techniques (quantitative and qualitative) that provide meaningful insights into
service quality and tenants’ satisfaction.
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Table 1. Summary of SERVQUAL and PROPERTYQUAL

Name SERVQUAL PROPERTYQUAL
Constructs Functional Functional
Technical
Image
Dimensions Reliability Reliability
Assurance Assurance
Tangibles Tangibles
Empathy Empathy
Responsiveness Responsiveness
Cleanliness

Building services
Signage
Security

Parking

Building Aesthetics

Item 22 54
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Table 2. Reliability coefficients for eleven dimensions of PROPERTYQUAL

Constructs Dimension Nu.m ber of Alpha’s Coefficient
items Expectations Perceptions
Reliability 5 .946 .953
Responsiveness 3 952 .947
Functional Assurance 4 937 944
Empathy 4 967 963
Tangibles 5 967 .968
Cleanliness 8 970 966
Building services 12 978 971
Technical Signage 3 952 912
Security 2 948 .938
Parking 3 953 954
Image Building aesthetics 5 .949 964

Table 3. Goodness-of-Fit Indicators of Models for the Three Constructs

Construct * NFI "RFI  “IFI  °‘TLI  °CFI
Functional 933 921 951 942 950
Technical .853 .836 .877 .863 .877
Aesthetics 972 .944 975 .949 975
Note: * p<0.05
* Normed Fit Index, ® Relative Fit Index, © Incremental Fit Index, 4 Tucker Lewis Index,

¢ Comparative Fit Index

Table 4. Mean scores of perceptions of the eleven dimensions of PROPERTYQUAL

. Mean score of perceptions
Tenant Manager

1. Reliability 4.66 5.52
2. Responsiveness 4.68 5.63
3. Assurance 4.73 5.52
4. Empathy 4.56 5.42
5. Tangibles 4.55 5.36
6. Cleanliness 4.84 5.53
7. Building services 4.80 5.49
8. Image 4.67 5.54
9. Signage 4.63 5.47
10. Security 4.82 5.73
11. Parking 4.50 5.47
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Table 5. Mean scores of importance of the eleven dimensions of PROPERTYQUAL

. Mean score of importance
Tenant Manager

1. Reliability 23.67 20.89
2. Responsiveness 22.96 19.95
3. Assurance 22.49 21.30
4. Empathy 15.87 19.95
5. Tangibles 15.01 17.92
6. Cleanliness 20.419 20.680
7. Building

services 18.237 19.560
8. Image 16.617 15.820
9. Signage 11.579 12.060
10. Security 19.225 19.100
11. Parking 13.998 12.780

Service Quality Service Quality

Dimensions Constructs

Gap

Analysis

E

SERVICE
QUALITY

PERCEPTIONS

I EXPECTATIONS I

Building Aesthetics IMAGE

SERVQUAL
Tangibles
Responsiveness FUNCTIONAL
Empathy
Reliability
Aceuiranra
PROPERTY :
Cleanliness E E
Building Services H TECHNICAL :
Signage 5 E
Security : :
Parkinn

[ ) SATISFACTION|

Figure 1. Service Quality Framework for Property Management Services
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Figure 2. Summary of Research Design
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Assurance -1.82 -1.26
Empathy -1.88 -1.23
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Building services -1.75 -1.3
Signage -1.92 -1.34
Security -1.76 -1.11
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Figure 3. The discrepancies between tenants and property managers on dimensions of PROPERTYQUAL
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Figure 5. PROPERTYQUAL: Methodology






