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Abstract

Numerous social and economic problems are brought on by urbanisation, including worse-than-ever housing
shortages in emerging nations and an increase in the number of people living unlawfully in slums without
permits or property rights. This is also applicable to Ethiopia. The investigation of the factors influencing Addis
Ababa’s commercial real estate market performance was the study’s principal goal. Explanatory sequential
mixed method design was used in the study, which took a mixed research strategy. Senior specialists, top
business leaders, and other professionals from 35 commercial real estate developers active in Addis Abeba made
up the study sample for the quantitative phase. It was decided to employ 163 of the 231 structured and
self-administered sets of questions that were provided. This resulted in an actual response rate of 71%, which
was deemed both necessary and sufficient for running the relevant statistical analyses. 15 key informants from
important government ministries or agencies, as well as relevant industrial sectors, were chosen to participate in
in-depth interviews for the qualitative phase of the study. Only ten significant informants, however, volunteered
to be interviewed. The quantitative study’s findings revealed that every factor—firm efficiency, supplier
dependability, and customer purchase intentions, as well as credit availability, marketing strategy, legal
considerations, land availability, infrastructure development, technological adoption, and leadership
quality—had a significant and positive impact on Addis Ababa’s commercial real estate market performance.
The qualitative analysis found that additional variables such as political and economic instability, the degree of
coordination and stakeholder participation, political interference, and house purchasers’ purchasing power
influenced commercial real estate performance. To improve performance, the researcher suggests that real estate
enterprises adopt an effective strategy that focuses on performance-improving variables and collaborate closely
with the government and other stakeholders. Finally, the proposed framework for measuring performance in the
commercial real estate business should guide commercial real estate developers.
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1. Introduction

The global real estate business is one of the most profitable businesses in many economies and an indicator of a
society’s economic growth (Romer & Romer 2017). “Real property” refers to land and related goods that are
permanently a part of it, and the nature and extent of the interest of its owner. Real property may be acquired,
owned and transferred by legal entities established and determined by law (Ariyawansa & Udayanthika, 2012). In
Africa, real estate (housing) is recognised as becoming an attainable reality in transformative home ownership.
However, access to finance, legal frameworks, marketing strategies, infrastructure facilities and advanced
technology for real estate development is underdeveloped in many of these economies. These factors clearly affect
financial performance and thus property development (Lohri, Camenzind et al., 2014).

Ethiopia’s economy has developed fast over the last decade, averaging 10.3% each year from 2006/07 to
2016/17. Construction and services industries, in particular, have been major development drivers over the last
two decades (Bank, 2020). Ethiopia’s construction industry, which accounted for 12.5% of total GDP in 2018, is
expanding and performing well while remaining legally developed. Since the country’s economy was liberalised
in 1991, the government has launched numerous initiatives aimed at increasing the role of the private sector in
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the economy. In other words, the government is fostering a favourable climate for the development of the private
real estate sector. On the level of world urbanisation indicates that the world average was 52.1% in that year,
with 39.6% in Africa and 17% in Ethiopia (WUP/ UN Report, 2011). Ethiopia’s urban population is expected to
triple by 2037 (World Bank Group, 2015). Addis Ababa is the home of an estimated 3.24 million people 17% of
Ethiopia’s total urban population (Tsegaye, 2010). Because of on-going rural-to-urban migration, the city’s
population is constantly growing, resulting in a housing scarcity. When we look at the trends of housing
development in Addis Abeba, however, it is evident that demand and supply are not matched, with the gap
between demand and supply growing drastically. This has the effect of raising home prices (Melaku, 2016).

Addis Ababa is not only the capital of Ethiopia, but also the home of many continental and international
organisations. It has also served as an economic, manufacturing, and cultural centre from its inception. The term
“next generation” refers to the process of creating a new generation of technology. Ethiopia’s population is
increasing at a rate of roughly 2.7% per year, with no forecast peak year or period of decline. Ethiopia has a birth
rate of 36 births per 1,000 inhabitants. The fertility rate is 4.1 children born per woman. Religion, as well as a lack
of contraception, has a significant part in Ethiopia’s high birth rate. Because of the growing need for more
resources, the economy’s ability to grow and develop at a faster rate has been hampered by the disproportionate
population expansion. Due to its rapid population growth, Ethiopia remains one of the world’s poorest countries
(World Population Review, 2021).

Previous studies have pointed to evidence that several factors have determined the performance of real estate
companies in Ethiopia. The most common issues faced by the real estate industry in Ethiopia are challenges in
acquiring land related to lengthy bureaucratic administrative processes; high land lease price; delays in the
delivery of finishing material; price escalation; lack of foreign currency; limited access to loans; lack of
supervision by municipality expertise; delays in client approval or modification requests; and design changes
(Firew, 2013).

Furthermore, research has identified three significant variables that contribute to the difficulty of substantial
segments of the population in developing countries such as Ethiopia to obtain home loans (Broussard &
Tekleselassie, 2012). These factors are lack of good collateral; informality and volatility of income; and lack of
information about borrowers.

Ethiopia’s population was 123 million people in 2022. Ethiopia’s population has increased significantly during the
previous 50 years, expanding from 30.7 million to 123 million people at an increasing yearly rate that peaked at
4.30% in 1991 and then fell to 2.57% in 2022. Ethiopia’s female population was roughly 58.9 million in 2021,
while the male population was approximately 58.98 million. Ethiopia’s population growth rate is significantly
higher than the global average, and it is among the highest in Africa.

In Ethiopia, real estate is a major business investment (Abidoye & Chan, 2018). There are around 630 real estate
investments companies in Ethiopia of which 125 are located in Addis Ababa with a registered investment capital
of 3.5 billion ETB. The real estate industry has played a vital role in domestic economic growth, especially over
the past two decades. It has also seen incomes generated from the real estate industry grow each year (Fortune,
2018). However, the average growth rate of the sector has not demonstrated considerable growth since 2011/12.
The annual growth of real estate development has become almost stagnant at an average of 4%, declining from
the highest growth of 22.1% in 2009/10 to 4.1% in 2016/17. Similarly, the market share of real estate activities
as a percentage of GDP has continuously declined, from 18.4% in 2012/13 to 10.9% as at 2016/17 (NBE, 2017).

Low Building Capacity, Inadequate infrastructure, rising land prices/high land lease rates, delays in completing
the construction control/housing project delay, limited finishing material supply, a lack of foreign currency to
import construction materials and equipment, limited access to financing, Lack of long-term loans; average
corporate leadership quality; poor land management administration and corruption, High inflation rate, poorly
developed marketing approach that failed to take into account Ethiopian home purchasers' purchasing power,
construction material price increases, Lack of dependable local construction material suppliers, as well as a
shortage of low-cost, economical construction technology, among other issues, were investigated using
fragmented local studies, preliminary surveys, and filed visits.

Field visits, discussions with Ethiopian real estate business experts and construction engineers, the existence of
weak financial institutions to fiancé real estate sector, land availability, credit availability, and dependable supplier
of construction materials, purchasing power of Ethiopian real estate buyers, real estate construction technology
adoption, and other factors were used to design this study.

As aresult, it is critical to conduct a thorough inquiry into why the growth of real estate development has become
nearly static, as well as why the real-estate sector’s DGP contribution has been steadily declining. As a result, the
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following research questions have been addressed in this study.
* What factors influence the performance of commercial real estate in Addis Abeba, Ethiopia?
* What are the commercial real estate performance constraints and challenges in Addis Ababa, Ethiopia?

* What will be the overarching conceptual model for measuring commercial real estate performance in Addis
Ababa, Ethiopia?

Thus, the purpose of this research is too aimed to identify determinant factors that influence the performance and
development of real estate investment in Addis Ababa, and to use these elements to construct an integrated real
estate Conceptual performance model.

2. Statement of the Problem

Ethiopia is one of the fastest urbanising countries in the world. Urbanisation has seen unprecedented growth in
recent years with the development and expansion of cities such as Addis Ababa (Zeluel, Asfaw et al., 2011).
While urbanisation poses various social and economic problems, housing shortages are becoming more serious
in developing countries than ever before, and the proportion of slum dwellers living illegally in places without
permits or property rights is increasing (UNFPA, 2007). This informal expansion requires the establishment of a
formal housing system in Ethiopia.

To establish the research gap, local and international studies on the performance of commercial real estate were
extensively analysed. The most pertinent Local studies identified by a preliminary literature review were related
to challenges encountered by real estate developers in Ethiopia: Land Management, Low Construction Capacity,
Inadequate Infrastructure, Poor Borrowing Capacity, Price Escalation and Low Affordability to be the major
challenges faced by commercial real estate companies in Ethiopia (Eshete & Teshome, 2010). Acquiring land
that result from lengthy bureaucratic administrative processes, high land lease prices, delays in the delivery of
finishing material, price escalation, lack of foreign currency, limited access to loans, lack of supervision by
municipality expertise, delays in client approvals or modification requests, and design changes were found as the
most critical challenges facing real estate developers in Ethiopia (Firew, 2013). Legal challenges, institutional
challenges, finance-related challenges and labour-related problems were found as major challenges faced by
foreign real estate developers in Ethiopia (Eshete & Teshome, 2010). Lack of loans for house buyers; inflation
on construction materials; insufficiency of long-term loans; increments on land-acquisition cost; high level of tax;
high bureaucracy involved in obtaining land; and low government encouragement as major challenges faced by
real estate commercial developers in Ethiopia using descriptive analysis technique (Gebreyohannes, 2021).

Other local studies focused on single variables like real estate property valuation (Bishaw, 2021); quality
management practices of real estates (Markos, 2018); Measurement of real estate affordability (Dinku, 2022);
and factors determining the continuing price appreciation (Melesse, 2020); which were purely descriptive. Other
local studies on real estate market in Ethiopia, focused on identifying limited number of factors or variables
affecting marketing effectiveness of commercial real estate companies such as quality, price fairness, location
convenience, brand reliability, salesperson credibility (Ababa, 2018). Organisational planning, project manager
goal commitment, project’s scope and work Definition, project manager’s capabilities and experience, safety
precautions and applied procedures and control system were fund to have a significant effect the Project Success
in the Ethiopian Real estate industry (Shemekt, 2021). Dependence on the Diaspora group of clients for its
demand side, Existing economic downturn; slow and insufficient supply of land, shortage and increased prices of
housing construction materials, inflation, the global economic crises (Kiros Aqubamicheal, 2009).

The most relevant Global studies identified in the literature review are summarised below in terms of factors
influencing real estate developers in various countries. Research on factors affecting the business performance of
construction and real estate enterprises in various countries across the world has been carried out by a number of
foreign studies. The real estate market in the sub-Saharan Africa (excluding South Africa) suffers from a lack of
or low-quality transaction data and problems associated with transparency, valuation standards and the low level
of involvement of international market intermediaries The study further explored that very few markets in the
sub-Saharan Africa offer common market development indicators, such as rental growth, capital growth, price
and rental indices, yields, total returns and market stock, which are available in mature markets (Anim-Odame,
2015).

Different scholars studied those how five macro-economic factors affected the price of real estate in Nigeria and
discovered the GDP, interest rate; inflation rate, exchange rate and crude oil price all have a significant effect on
real estate price (Alkali, Sipan et al., 2018). Considering price as one of the measures of real estate performance
(Grum & Govekar, 2016) examined macro-economic factors such the unemployment rate, current account, GDP
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and industrial production and discovered significant correlations between real estate prices and the distinct
cultural contexts of Slovenia, Greece, France, Poland and Norway. Nana Cui, Hengyu GU, Tiyan Shen and
Changchun Feng, Shen and Changchun Feng conducted research on micro-level variables in the real estate
environment and found a higher-quality living environment; good structural, locational and neighbourhood
characteristics and a good school-attendance zone are preferred by homeowners and renters and companies
which fulfil these criteria’s perform better (Feng, Ouyang et al., 2018). Moreover, they further enquired how
higher-priced homeowners or renters differ in their preferences from lower-priced homeowners or renters.
Higher-priced homeowners and higher-priced renters prefer property with a larger number of bedrooms,
proximity to a major employment centre, park or school, as well as a location in a school-attendance zone with
higher school quality. Top-level commitment to quality, employee empowerment and continuous improvement
on the organisational performance of the real estate companies were found to have a significant influence on
organisational performance of the real estate companies (Bett et al., 2019)

Wainaina looked at how certain macro-economic factors affected the performance of the real estate sector
variables, including interest rates, GDP growth rates, capital growth rates, inflation rates, credit growth rates and
money supply growth rates (Agwata & Wainaina, 2020). The study found that only GDP and capital growth had
a significant impact on performance; the other factors were insignificant. Bo Li and Rita Yi Man (2021) on the
other hand investigated the impact of management and operation abilities, human resource (HR) abilities, brand
abilities and innovation abilities on the overall competitiveness of large real estate firms in China and discovered
that all constructs showed a significant effect on the competitiveness commercial real estates Li, B. et al. (2021).
The primary variables influencing the performance of the Vietnamese real estate industry, according to the
findings of Ho Nguyen Phi HA’s study, are top leaders' dedication, the workplace environment, the ability to use
technology, business contacts and incentives, as well as training and fostering (HA, 2022). Lawrence Mbugua,
Phil Harris, Holt, and Olomolaiye created a framework based on a thorough literature search and identified four
categories of CSFS that are pertinent to the construction industry and influence construction business
performance: people factors, project factors, process factors and result factors (Zhang, Harris et al., 1999).

3. Research Gaps

A thorough examination of current local and international studies revealed some theoretical, empirical,
methodological, and industrial or contextual limitations/gaps:

* Theoretical gaps: Previous research that looked at how commercial real estate performed either employed
one theory or none at all. The success of commercial real estate cannot be adequately predicted by applying just
one theory or doing nothing at all. As a result, this study made an effort to use a variety of theories in order to
account for more factors that could have an impact on the performance of commercial real estate.

* Empirical gaps: Rather of considering both macro- and micro-level elements that affect commercial real
estate performance, the studies we assessed, both local and international, tended to focus on one or the other.
Additionally, a number of researches attempted to evaluate the effects of just one or two variables influencing
commercial real estate performance due to an inadequate inventory of factors influencing real estate performance.
As a result, this study explored a number of variables that could have an impact on the performance of
commercial real estate.

* Methodological gap: Prior studies collected and analysed data on commercial real estate performance using
either a qualitative or quantitative research approach. Particularly locally based quantitative researchers used
descriptive statistics as opposed to inferential statistics to evaluate the important variables that affected the
performance of commercial real estate. In other words, because they did not employ a mixed methodology or
inferential statistics, their statistical procedures were less rigorous.

* Industry/contextual gaps: To the best of the researchers’ knowledge, there hasn’t been any organised,
scientific research on real estate performance, save from studies to highlight the opportunities and challenges
facing Addis Ababa’s commercial real estate performance. This demonstrates how little study there is in this
area.

Thus, this study attempted to assess the drivers of real estate performance in Addis Abeba, Ethiopia utilising a
mixed research strategy in light of theoretical, empirical, methodological, and contextual research gaps.

4. Research Question

Finding the factors that influence the success of Addis Ababa’s commercial real estate market is the main goal of
the current investigation. This was accomplished by posing the important research question that follows. The
study specifically addresses the following research questions in order to gain a more thorough understanding of
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the phenomenon under investigation:
* What factors influence the performance of commercial real estate in Addis Abeba, Ethiopia?

* Which of the aforementioned elements has the biggest effect on the performance of commercial real estate in
Addis Abeba, Ethiopia?

* What other elements will affect the performance of commercial real estate in Addis Abeba, Ethiopia?
* What performance limitations and difficulties face commercial real estate in Addis Abeba, Ethiopia?

* What will be the overarching conceptual model for measuring commercial real estate performance in Addis
Ababa, Ethiopia?

5. Delimitations of the Study

The scope of a study clearly defines the extent of content that is covered by the study in order to come to more
logical conclusions and provide conclusive and satisfactory answers to the research questions. In the current
study, setting delimitations enables the researcher to focus on the study area, given the complexity and number of
variables that can be considered in the context of real estate performance. The study has the following
delimitations: The performance of real estate could be measured in terms of financial (hard data) and
non-financial performance measures. However, panel data in the finance sector about the performance of each
firm in terms of profit, market share and return on investment (ROI) are not available or are kept under strict
constraints. As a result of the lack of financial data, one major drawback of the study is the measuring of
financial performance in terms of managers’ and employees’ perceptions. Geographically, the study is confined
to real estate firms operating in Addis Ababa city. Institutionally, the study focuses on private real estate firms.
Hence, it does not consider government-owned enterprises, which construct both residential houses and
condominiums. This is because government enterprises have neither the capital and land nor marketing
challenges that significantly affect the performance of private-sector enterprises. Conceptually, the study is
limited to exploring, synthesising and analysing factors that influence the performance of commercial real estate
firms. Methodologically, the study is constrained to firm-based cross-sectional data collected from January 2020
to March 2020.

6. Literature Review

This section analyses the previously researched literature, starting with a review of theoretical and empirical
studies in the field of real estate performance. It pinpoints important success variables that have an impact on
real estate performance. The investigation’s theoretical and conceptual foundations are examined, the hypothesis
is constructed, and an operationalization of the construct variables is provided.

6.1 Theoretical Review

Real estate is a complex concept that is based on multiple theories across disciplines and with many role players
coming to the market for different purposes. For example, there are opposing theories of real estate from
neo-classical to Marxist theories and others in between. The most common theories mentioned in various
theoretical and empirical studies are the transaction cost theory of real estate, the agency theory and the
institutional theory of firms.

Neoclassical Economic Theory

In this economic theory, real estate can be viewed as a market where suppliers and buyers come together to affect
a transaction that is a reason-based/rational/decision. The assumption of rational man is based on the existence of
abundant information about the products among buyers to make an informed decision and that property
ownership can be transferred without any cost. In other words, as per the theory, the market is efficient
operationally owing to efficiencies derived from allocation and information (Evans, 2008). Evans argues that
prevailing market efficiency is difficult owing to information asymmetry. He further identifies the many factors
that create the asymmetric nature of information in the real estate market, which creates market inefficiency in
the real estate sector (Evans, 2008).

Agency theory of real estate

Agency theory is primarily associated with theories of transaction costs and property rights (Kusiluka, 2012).
According to this theory, by using their power of information asymmetry, agents are in a position to form
inefficient institutions to satisfy their personal interest at the expense of principals’ resources. This affects the
ability of real estate firms to deliver their product or service on time, which in turn leads to higher costs
(Okunlola & Ogunkoya, 2015).
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Institutional theory of real estate

Although the neo-classical theories strove to achieve market efficiency through information symmetry and
avoiding transaction costs, this efficiency has still not been realised. This resulted in the emergence of a newly
developed paradigm called institutional theory. Proponents of institutional theory argue that this theory combines
all the other main theories, including agency theory, property rights theory and transaction costs theory
(Obinska-Wajda, 2016). According to this theory, institutions are affected by formal and informal factors, such as
law, property rights, society’s culture and traditions (Ankarloo, 2006).

Porter’s diamond model

Porter’s National Competitive Advantage Theory, also known as his diamond model, was devised in search of
answering “why some countries have more international success in particular industries than other countries
(Porter, 1998). “Demand conditions” is one element of the diamond model and addresses the issue of market size
and the purchasing power of buyers. “Factor conditions” is the second element of the diamond model and
includes variables such as material resources, HR, and knowledge resources and infrastructure, which directly
and indirectly have economic and non-economic values in the country. “Strategy, structure and rivalry” is the
third factor in Porter’s diamond model and is related to the way in which an organisation is established, its
corporate goals and its ways of measuring performance. This factor also addresses the relative stand of the firm
in comparison with the competition. The final factor in the model is “related and supporting industries”. This
factor relates to the idea that industries complement each other in horizontal and vertical relations and the
success of a market depends on the suppliers and related organisations.

Factor Demand

Conditions conditions

Figure 1. Porter’s diamond model

Resource-based view (RBV)

Commercial real estate is an industry and as with other industries uses resources and capabilities to realise its
objectives. Thus, the RBV model is also a practical strategic framework for the real estate business. In this model,
companies can beat the competition by building core competence or capabilities that their competitors cannot
easily imitate or copy and thus cannot be purchased in factor markets. In other words, these are the firm’s
capabilities, which are difficult-to-imitate by its competitors (Barney, 2001).
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Figure 2. Resource-based View: VRIO — Valuable, Rare, Imperfectly Imitable, and Organisation — Framework
Process

Corporate real estate strategy theories

Most recently theories concerned with real estate strategy have evolved. Corporate real estate strategy theories
demonstrate layers of associated key action that provide feasible competitive advantage inferred from
conceivable sources of maintainable competitive advantage (Kongela, 2013). This model connects various
actors as organisational operational techniques through the critical layers of movement and coordination that
create organisational competitiveness. The model linking works on two levels. The first level derives from its
three sources of sustainable competitive advantage: cost, innovation and differentiation, which constitute an
organisation’s overall competitive approach or strategy. The second level of connectivity in the model is the
functional strategy. This contributes to sustained competitive advantage arising from organisational capabilities
created from operational, marketing, financial, HR, information and technology resources.

Certified Commercial Investment Member (CCIM) real estate feasibility model

In looking at the feasibility of real estate, this model considers four factors that both interact with and impact on
the real estate business. The model considers real estate as a space to live in, work in, shop in and store things in.
According to this model, a four-factor analysis is helpful in improving the performance of real estate (Manning
et al., 2015). These factors are demand and supply analysis; financial analysis; location, site and building
analysis; and political and legal analysis (Choi, 2008).
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Figure 3. CCIM real estate market analysis and feasibility model (Gary M. Ralston, Raltson, 2015)

Real Estate Maturity Model

The ability of organizations to consistently increase its effectiveness and efficiency is referred to as maturity. In
addition to capital, people, technology, and information, the model considers corporate real estate as “a fifth
resource of a firm,” outlining a route for the evolution of CREM (Joroff, Lambert et al., 1993).

Joroff, Lambert et al. (1993) claimed that the traditional role of a corporate real estate manager (Stage 1) as
taskmaster—providing physical space and technical maintenance by ad hoc interventions—has changed to a more
strategic role, with a cumulative integration of minimizing real estate costs and cost efficiency (Stage 2, controller),
standardizing building usage (Stage 3, dealmaker), matching real estate with business plans of the units and market
options (Stage 4, intrapreneur) and a more integrated management approach, using performance indicators
regarding costs and quality (Stage 5, business strategist). Hoendervanger et al. (2017) expanded the CREM
maturity model by adding a sixth stage; see Figure 4. The sixth stage adds a user-centered perspective, where the
fifth stage concentrated on adding value in connection to company strategy. A CRE manager develops workplaces
that promote work practices and encourage behavioral change in accordance with both corporate since they are
also company and user strategists.
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buildings building costs building usage ~ market options workforce desired behaviour

Figure 4. Source: Corporate Real Estate Management Maturity Model (CREM) - Joroff et al. (1993) and had
been extended by Hoendervanger et al. (2017a, 2017 b)

6.2 Empirical Literature Review and Hypothesis Development

There have been a limited number of studies conducted in the Ethiopian real estate sector, which are summarised
below but are not limited to these:

According to Moges (2008), it is critical for real estate enterprises to understand the concepts and practices of
valuation in all choices involving real estate buying, selling, financing, developing, managing, owning, leasing,
trading, and income tax issues.

Ethiopia’s real estate market is sluggish due to a shortage of inexpensive funding (Kiros, 2009). The Ethiopian real
estate market is particularly influenced by the limited availability and high price of building materials
(Aqubamicheal, 2009).

According to preliminary research, very few studies on the performance, difficulties, and opportunities of real
estate developers have been conducted in Ethiopia (Eshete & Teshome, 2010). Land Management, Low
Construction Capacity, Inadequate Infrastructure, Poor Borrowing Capacity, Price Escalation and Low
Affordability to be the major challenges faced by commercial real estate companies in Ethiopia (Eshete &
Teshome, 2010). In the case of Ethiopia, fraud and corruption caused by a lack of a complete real estate framework
impede commerce (Abera, 2010).

The most common issues confronting Ethiopia’s real estate industry are difficulties acquiring land due to lengthy
bureaucratic administrative processes; high land lease prices; delays in the delivery of finishing material; price
escalation; a lack of foreign currency; limited access to loans; a lack of supervision by municipality expertise;
delays in client approval or modification requests; and design changes (Firew, 2013).

Lack of funds is the most major impediment in the real estate company, and suppliers also contributed to the
success or failure of commercial real estate performance (Kibru et al., 2014). When we look at the patterns in
Addis Ababa’s housing construction, we can see that demand and supply are not balanced, with the gap between
demands and supply rising dramatically, which has the effect of raising house prices (Melaku, 2016).

Other local studies focused on single variables like real estate property valuation (Bishaw, 2021); quality
management practices of real estates (MARKOS, 2018). Other local studies on real estate market in Ethiopia,
focused on identifying limited number of factors or variables affecting marketing effectiveness of commercial
real estate companies such as quality, price fairness, location convenience, brand reliability, salesperson
credibility (Ababa 2018).

Floor level, floor area, balcony access, building security, parking space, number of bedrooms, access to a road, a
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lift, the finish of the outside walls, and environmental pollution were all shown to be important factors in
deciding rent for residential apartments in Addis Ababa, Ethiopia (Belete & Yilma, 2020).

Organisational planning, project manager goal commitment, project’s scope and work Definition, project
manager’s capabilities and experience, safety precautions and applied procedures and control system were fund
to have a significant effect the Project Success in the Ethiopian Real estate industry (Tigist Shemekt, 2021). Lack
of loans for house buyers; inflation on construction materials; insufficiency of long-term loans; increments on
land-acquisition cost; high level of tax; high bureaucracy involved in obtaining land; and low government
encouragement as major challenges faced by real estate commercial developers in Ethiopia using descriptive
analysis technique (Gebreyohannes, 2021).

Several studies conducted on real estate business in different countries have directed their focus towards certain
common constraints. For example, Fidelis and Chinedu conducted research on financial shortfalls, effects of
underutilisation of land, institutional factors such as high cost of building materials, and labour and management
issues in Nigeria (Fidelis & Chinedu, 2011). The paragraphs below set out the theoretical and empirical supports
of the determinants that are hypothesised to affect the performance of commercial real estate in Addis Ababa
significantly and positively.

Firm Efficiency and the Performance of Commercial Real Estate

Efficient and effective organisations grow and prosper in their business dealings by implementing
well-considered strategies. It is recommended in real estate that cost, flexibility, differentiation, retaining and
attracting talented HR, proactive marketing and selling methods, operational efficiency and involvement in
corporate social responsibility (Roulac, 2011) are adopted as strategies for improving productivity and
profitability in the sector (Lindholm, 2012). Natsvaladze found that cost factors, such as keeping regular
office-property prices, greater development costs, as well as costs such as financial capital (interest rates),
construction (of labour and materials) and land, reduce investment profitability and do not encourage the
construction of offices (Natsvaladze, 2014).

In Kenya it has been found that product-differentiation strategies, location and proximity to infrastructure are
key factors in the success of real estate (Kibiru et al., 2014). Companies that have a product-based margin on
their competitors have been found to have a relatively better performance. Based on the aforementioned research,
it is believed that the dependability of the Firm efficiency has a significant and direct influence on how well the
commercial real estate market performs.

H-1: Firm efficiency has a positive significant impact on the performance of commercial real estate firms in
Addis Ababa

Suppliers and the Performance of Commercial Real Estate

While Kibru have argued that a major challenge in the real estate industry is lack of finance, suppliers have
also contributed to the success or failure of commercial real estate performance (Kibru et al., 2014). For
example, 85% of construction tasks are undertaken by sub-contractors. Hinze and Tracey identify
continuous sub-contracting as a major problem between suppliers and contractors (Hinze & Tracey, 1994)
see also (Okunlola, 2015). Thus, the success or failure of any project is determined by the performance of
sub-contractors. The real estate market is also negatively affected by the shortage and increased prices of
housing construction materials. This affects the Ethiopian real estate sector (Kiros Aqubamicheal, 2009).
According to Egert and Mihalject the real construction cost is the function of wages and salaries of workers,
the price of the land, and costs of building materials (Egert & Mihalject, 2007). Based on the aforementioned
research, it is believed that the dependability of the Suppliers has a significant and direct influence on how well
the commercial real estate market performs.

H-2: Suppliers’ dependability has a significant impact on the performance of commercial real estate firms
Buyers and the Performance of Real Estate

Customers play a significant role in whether the performance of real estate increases or decreases. Commercial
real estate is constructed for customers either in a lease form or as owned property. A buyer usually has a specific
interest when interacting with the space developer, such as to find a location that enhances social value, fulfills
the customer’s aesthetic needs and brings economic as well as geographic value (Haddad et al., 2011). Li and
Chau investigated how heterogeneous buyers on both sides of transactions behave in the housing market when
knowledge asymmetry exists (Li & Chau, 2023). In the empirical experiments, two types of customers, informed
and uninformed buyers, correspond to local and non-local purchasers. The findings revealed that non-local
purchasers, due to the high expenses of decreasing information asymmetry, prefer to buy in the first-hand housing
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market; otherwise, they end up paying more than local buyers in the second-hand market for comparable housing
units. Based on the above literature, it is hypothesised that the buyers buying intentions has a major and direct
impact on how well the commercial real estate market performs.

H-3: The buyers buying intentions of real estate buyers have a direct and statistically significant effect on the
performance of commercial real estate in Addis Ababa

Credit availability and the performance of commercial real estate

As Kiros explains, a slowdown in real estate development is brought about by a lack of affordable funding
(Kiros, 2009). Low interest rates and a stable economy force banks to extend maturities and make more loans
available at lower interest rates, lowering the barriers to getting loans, according to Kiros. Most recently, I had a
three-year mortgage. More mortgage loans can be taken as a form of financial inclusion in which households
gain access to the formal financial system (Morgan & Zhang, 2015). In addition, Li writes that other factors also
have an influence on real estate business and recommend that real estate developers need to have unique
financial competency (Li et al., 2009). Mortgages play a major role in improving housing affordability,
increasing the flow of funds into the housing sector and better diversifying the risks associated with emerging
market housing finance (World Bank, 2011). Brown et al. (2008) assert that an increase in disposable income,
low mortgage loan interest, high inflation rate, ease of access to mortgage loans, and low Real Property Gains
Tax (RPGT) are amongst the major factors that influence property investment in Australia These factors also
happen to be drivers of markets of property investment. In New Zealand also, De Bruin and Flint discovered that
certain economic factors strongly influence property investment (Bruin & Flint, 2000). Li et al. (2009) asserted
that other factors have an impact on the real estate sector and recommended real estate developers to have
specialised financial competency. In the current study, it is hypothesised that the Credit availability has a major
and direct impact on how well the commercial real estate market performs.

H-4: Credit availability has a positive and significant impact on commercial real estate performance
Market strategy and commercial real estate performance

Corporate real estate strategy theorises that firms become productive and profitable by minimising costs, being
flexible, providing a unique service or product, attracting and retaining professionals, marketing proactively and
managing HR effectively (Roulac, 2001). Slow real estate growth is affected by internal inefficiencies and the
absence of professionals in different streams (Ramnarian, 2012). According to Adewale the performance of a
firm is significantly affected by marketing strategy variables such as advertising, place, price, packaging and
after-sales services (Adewale et al., 2013), Competitive advantage is a source of superior performance and is
made up of competencies of the firm that are not able to be imitated by competitors (Barney, 1991). In the
current study, it is hypothesised that the performance of the commercial real estate market is significantly and
directly influenced by the availability of land.

H-5: Market strategy has a statistically significant and positive impact on commercial real estate performance
Legal Factors and the Performances of Commercial Real Estate

Ownership issues, tax and business permit rules have impacted real estate business considerably, especially that
of commercial real estate. For example, tax deductions and free economic zones in Latvia have attracted foreign
direct investment (Komisarov, 2016), whereas fraud and corruption that result from the lack of a comprehensive
real estate framework retard the business in the case of Ethiopia (Admasu, 2010). Governments regulate the real
estate business through legislation, taxation, subsidies, the banking system and the zoning of land (Torgomyan &
Laskowska, 2016). In the current study, it is hypothesised that the performance of the commercial real estate
market is significantly and directly influenced by the availability of land.

H-6: Legal factors have a statistically significant and positive impact on commercial real estate performance
Land Availability and the Performance of Commercial Real Estate

Natsvaladze theorises that land is a physical property with natural ownership rights that can be restricted for a
society’s good. She further views land as an economic factor that is a source of wealth measured in monetary
terms (Natsvaladze, 2014). Where there is no development opportunity and activity, there will be no demand and
supply for real estate property and even if there is supply, the property will not be affordable. Muhammad found
that the value of land, owing to intangible factors such as that it is free from or experiences a minimum of
ethno-religious conflicts, is greater than the value created from the main tangible factors in violence-prone areas
and vice versa (Muhammad et al., 2016). Land accessibility, according to Omirin entails land tenure security,
land affordability, land availability and the ease with which land is acquired. Indeed, it is now a common
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knowledge that due to a variety of factors, informality is the predominant characteristic of urban growth and that
a majority of urban residents, especially the poor, access property rights through transactions occurring outside
state regulations and formal land markets (Omirin, 2002). Land contributes significantly to production
(agriculture, manufacturing and building Construction); and it is a source of power, social prestige, cultural
identity and heritage (Lipton, 2009; Odeny, 2013). Land availability is affected by marketing, non-marketing and
environmental factors, including political and legal factors (Kuryi-Wysocka et al., 2014). Lack of land
availability is one of the main drivers of the urban housing shortage (World Bank, 2015). It is hypothesised in the
current study that Land availability has a major direct influence on the performance of the commercial real estate
market.

H-7: Land availability positively and significantly affects the performance of commercial real estate firms
Infrastructure and the Performance of Real Estate

Access to infrastructure is critical for real estate success in that the cost of building new roads and other
infrastructure is similar to maintaining old roads and infrastructure, and areas with good roads are priced higher
than those with poor roads. Good infrastructure is a precondition for developing commercial office real estate
and has an impact on the supply of office space (Cahill, 2010). The impact of infrastructure development and
improvements on property values has been studied extensively in the literature (Ahlfeldt & Wendland, 2011;
Bowes & Ihlanfeldt, 2001; Voith, 1993). The economic impact of infrastructure improvements derives from the
bid-rent theory of urban economics which posits that an improvement in accessibility or local amenities
increases land and property values due to higher productivity, superior quality of life and lower transportation
costs (Vadali, 2014; Mulley et al., 2016). Following the above scholarly support, it seems safe to theorise that
development in infrastructure has a significant positive impact on commercial real estate in Addis Ababa.

H-8: Infrastructural development has a significant and positive impact on commercial real estate performance
Technology and the Performance of Commercial Real Estate

The influence of technology on commercial real estate seems to run from A to Z. According to Navigant
Construction Forum the variety of changes in technology related to the construction industry have the capacity to
significantly change the way in which owners, designers, construction managers, contractors and sub-contractors
execute their work (Navigant Construction Forum, 2016). Thompson and Dixon suggest that commercial real
estate, especially commercial offices, receive two order impacts from information and communication
technology (ICT) connectivity. The first order includes changes in space intensity, improvement in design and
construction, increment in productivity, better experience of the location and change in the organisational culture.
The second order impact is the creation of value and improvements in lease provision and service (Thompson &
Dixon, 2005). It is hypothesised in the current study that the adoption of the latest technology has a major direct
influence on the performance of the commercial real estate market.

H-9: Technology adoption has a statistically significant and positive effect on the performance of commercial
real estate firms

Leadership and commercial real estate performance

Organisational performance is the “transformation of inputs into outputs by achieving certain outcomes. With
regard to its content, performance informs about the relation between minimal and effective cost (economy),
between effective cost and realised output (efficiency) and between output and achieved outcome
(effectiveness)” (Chen, 2002, as cited in Karamat, 2013). Daft and Marcic define organisational performance as
the measure of when and how an organisation determines its own objectives (Daft & Marcic, 2009). According
to Obiwuru, Okwu, Akpa, and Nwankwere one of the reasons why there is a relationship between leadership and
organisational performance is that increased performance necessitates innovation-oriented competitiveness
within today’s concentrated and dynamic market (Obiwuru et al.2011). Reduced profit and competencies also
need to be dealt with creatively (Santora et al., 1999). Studies suggest that, in the face of such challenges,
effective leadership can facilitate performance development (McGrath & MacMillan, 2000). In addition, to
understand the effects of leadership on performance, it is important to understand that leadership plays a key role
in developing the performance of organisations (Obiwuru et al., 2011). The improvement of organisational
performance requires the development of management, and a sustainable competitive advantage requires
leadership (Avolio, 1999; Rowe, 2001).

H10: Leadership quality has a positive significant impact on the performance of commercial real estate firms in
Addis Ababa
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7. Conceptual Framework of the Study

In a research study, a conceptual framework is developed as a tool to guide the researcher’s inquiry; it embraces
ideas used to organise the research (Holborn, 2008). One of the aims of the current study is to construct an
integrated commercial real estate performance measurement model related to Addis Ababa.
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Figure 5. Conceptual framework of the study

8. Research Methodology
8.1 Research Approach and Research Design

This study involved both a structured relationship that could be addressed through quantitative data and an
interpretative approach that employed qualitative data. Hence, in order to gain a deeper understanding of the
phenomenon under investigation and overcome the limitations of each individual method, the researcher
employed a mixed research approach. Bethlehem claimed that mixed research reduces both cost and time
demands while increasing response rate (Creswell, 2014). For this study, an explanatory sequential mixed
method design was adopted. Using this design, the study started with an explanatory, quantitative phase and
moved sequentially to qualitative aspects. In this context, the first phase used a quantitative method in the survey
questionnaire. This was followed by the second phase in which a qualitative method was used; that is, interviews
with key informants (qualitative) and enhancing the analysis through producing codes or conceptual themes. The
results of this analysis were used to improve the quantitative phase (survey questionnaire). In the explanatory
design, the researcher first conducts quantitative data collection and analysis, and then supports the findings with
qualitative methods (Creswell, 2014).
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Figure 6. The flow of the explanatory sequential mixed methods research design

8.2 Population and Sample Framework

The study population for this research was all the commercial real estate firms operating in Addis Ababa. The
respondents chosen for the study were all employees and managers of the 35 commercial real estate firms
operating in Addis Ababa. The employees and managers were selected from the construction or operation,
finance, marketing and legal divisions of these firms. These managers of these divisions were sought as they
were considered to have knowledge that would be very relevant in responding to the structured questionnaires in
this study.

Study Area: Addis Ababa, Ethiopia

v

Population of the Study: 160 Private Real Estate Companies
All Commercial Real Estate Companies currently operating in Addis Ababa

Unit analysis (Companies Considered)
35 Private Commercial Real Estate Companies operating in Addis Ababa

1

Department and Offices Selected: CEO and Five Departments (using purposive sampling)

* CEO/GM, Operation, Finance, Procurement, Marketing and Legal officer
e 231 study participants (6 individuals*35 firms)
e Saunders et al. (2007) formula

Figure 7. Population and sample frame of the study

Thus, a total of 231 respondents (six individuals from each firm and 10% allowance for non-response) were
considered. In the absence of managers or heads of managers were considered. This sample size satisfied the
sample size adequacy recommendation by Comrey and Lee (1992) that a sample size of 50 is very poor, 100 is
poor, 200 is fair, 300 is good, 500 is very good, and 1000 or more is excellent.

On the other hand, the qualitative research study used the purposive sampling method. In order to gather relevant
responses from specifically chosen respondents for various study issues, this sampling strategy was adopted.
According to Saunders and Lewis (2009), this is advised in situations of severe cases, heterogeneity (highest
variation), and homogeneity (greatest similarity).
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8.3 Data Collection Methods
8.3.1 Quantitative Data-Collection Methods

Quantitative data were collected by means of a structured questionnaire. A self-administered questionnaire was
distributed to the following positions in each of the 35 firms: Chief executive officer or general manager
(CEO/GM) or deputy general manager; operation (construction) department manager; finance department head;
procurement department head; contract and marketing manager and legal advisor/officer of the company. Thus, a
total of 231 respondents (six individuals from each firm and 10% allowance for non-response) were considered.

The questionnaire consisted of questions with an interval five-point Likert scale, with the questions aimed at
commercial real estate managers and employees. The questionnaire focused on the extent of challenges faced by
real estate companies in relation to operation/construction, finance, marketing, and regulatory frameworks, as
well as opportunities that might contribute to the development and viability of the sector.

8.3.2 Qualitative Data-Collection Methods

The instrument for qualitative data collection was designed in the form of a set of open-ended questions on the
topic of the research. In-depth face-to-face interviews using a discussion guide and interview schedule were
carried out with Director, Finance and Economy Analysis at National Bank of Ethiopia, Chief Corporate Loan
Officer at commercial Bank of Ethiopia, Team leader, Land Management and Administration at Addis Ababa
City Municipality; Ministry of Urban and Infrastructure Devt. Senior officer, Senior Sales manager’s
construction material suppliers, Taxation expert form ministry of revenue, Investment Licensing and Registration
Director, Head, Construction Permission and Control office of Bole sub- city in Addis Ababa. These questions
were supported by the literature review and opinions of experts in the area. The interviews mainly focused on
challenges and opportunities faced by this sector with respect to operations, finance, marketing and legislative
framework. A semi structured interview checklist was used from total of 10 Key informants and 4 other key
informants declined to be interviewed.

9. Instrument Validity and Reliability
9.1 Instrument Validity

Validity is often defined as the extent to which an instrument measures what it is intended to measure (Creswell,
2009). A perfectly valid scale will have no measurement error. Before a proposed model can be used in
hypothesis testing, the validity of its measurement model must first be checked. Validity can be measured in
several ways. Among these, content and construct validity are the major methods. In the current study, a pilot
survey of 30 potential respondents was conducted. From this pilot study, feedback was collected, and tools were
validated prior to the full data collection.

9.2 Reliability

Reliability refers to the extent to which a data-collection technique or analytical procedure provides consistent
results (Creswell, 2009). Finding reliable measures is important when choosing measures to include in a study.
Reliability has many facets. One of the main issues affecting scale is internal consistency. This indicates how
related the elements are that make up the scale and whether they all measure the same basic structure. The
normal range of Cronbach’s coefficient alpha value is between 0.0 and + 1.0, with the higher values reflecting a
higher degree of internal consistency. A value exceeding 0.7 is assumed to be sufficient and an instrument with
such a value is said to be reliable as recommended by Nunnally and Creswell (Nunnally, 1994; Creswell, 2009).

10. Data Analysis Techniques
10.1 Quantitative Data-Analysis Techniques

In order to summarise the study sample and characterise the properties of various variables, descriptive statistics
were used. The link between the independent variables (managers’ perceptions across ten criteria) and the
dependent variable (firms’ performance) was investigated using Pearson correlation. To determine which of the
predictor factors has the greatest impact on the dependent variable, regression analysis has been used.

Descriptive statistics were used to examine frequencies and percentages, as well as means, standard deviations of
responses from target respondents. An independent sample t test was performed to assess the mean difference in
real estate performance between the male and female participants in the study. A one-way ANOVA was used to
evaluate whether there is a significant mean difference among different demographic groups with respect to
commercial real estate performance.

Construct validity focuses on the measurement of individual constructs. Convergent validity assesses the extent
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to which the items that constitute the construct converge or share a high proportion of variance in common
(Straub, Boudreau, & Gefen, 2004; Hair et al., 2010, 2009). Exploratory Factor Analysis (EFA) is conducted to
understand whether a theoretical construct is a one-dimensional or multi-dimensional factor (Holmes-Smith,
2010). It is a method that is used to reduce data to a smaller set of summary variables and to explore the
underlying theoretical structure of the phenomena being studied.

After verifying that the full CFA measurement model met the GOF statistics, this research next conducted an
analysis to establish discriminant validity. As specified above, discriminant validity assesses the extent to which
conceptually related constructs are indeed different (or not identical). Discriminant validity provides evidence
that a construct is unique and captures some phenomena that other constructs do not.

To measure the convergent and discriminant validity, SPSS-AMOS can assess the effectiveness of construct
convergence using one or a combination of the following measures: goodness-of-fit (GOF) measure; squared
multiple correlation (SMC), which is a function of the size of the standardised factor loadings (SFL); sampling
mean variance (Weaver & Olson, n.d.); and construct reliability (Creswell) (Straub et al., 2004; Hair et al., 2010).
If the GOF showed a poor fit to the theorized model, the model was reassigned. Multiple regression analysis was
used to determine the cause and effect relationship (Firm efficiency, Suppliers’ dependability, Consumer’s
buying intention, Credit availability, Market strategy, Legal factors, Land availability, Infrastructural
development, Technology adoption and Leadership quality with commercial real estate performance)

Pearson Correlation was also used to assess bivariate correlations among study variables because it provides a
yardstick for determining the strength of such associations (Bryman & Cramer, 2005). Multiple regression
analysis Assumptions including Normality of the error distribution. Linearity, Homoscedasticity, Independence
of error terms, Multicollinearity statistics has been carried out and all assumption testes were acceptable to the
regression analysis.

The proposed regression model was tested as stated herein under.
CREP = .+ Birer + B2sp + Pasi + Paca + Bsms TPerr T B7rLA + Bgip + Pora + Prog T el
Where

a = the constant

B 1- B 10 = the parameters

CREP = Real Estate Performance

FE = Firm’s Efficiency

SD = Suppliers’ Dependability

BI = Customers’ Buying Intention

CA = Credit Availability

MS = Marketing Strategy

LF = Legal Factors

LA = Land Availability

ID = Infrastructure Development

TA = Technological Adoption

LQ = Leadership Quality

e = error term

B0 = is the intercept term-it gives the average value of REP when the stated independent variables are set
equal to zero.

B1, B2, B3, B4, BS, P6 refers to the coefficient of their respective independent variable which measures the
change in the mean value of REP, per unit change in their respective independent variables.

¢ = Error term
10.2 Qualitative Data-Analysis Techniques

Thematic analysis was employed in this work to identify, organise, analyse, and report on related data sets and
topics (Braun & Clarke, 2006). The study determined the five themes of operation, finance, marketing,
procurement, and legislative framework before gathering primary data. The researcher attempted to describe the
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agreements achieved and the disagreements put forth once these themes were found from earlier empirical
findings. To protect against measurement error, bias and personal interpretations were avoided or minimised
from the results and outcomes of the interviews of this study.

The study used a deductive and inductive coding approach to analyse the data. Thematic analysis is a method
used for analysing qualitative data that entails searching across a dataset to identify, analyse and report repeated
patterns (Braun & Clarke, 2006). Hybrid thematic analysis is a method, or process, for identifying and encoding
patterns of meaning in primary qualitative research (Braun & Clarke, 2006, 2013). A hybridised coding approach
was used in this study for the qualitative-data analysis. However, to adopt a hybrid approach, the researcher
begins his analysis with a set of a priori codes (deductive) and then adds new codes (inductive) as he works his
way through the data. Essentially, therefore, the hybrid coding approach provides the best of both worlds:
deductive and inductive.

A deductive or theory-driven coding approach was used to analyse the qualitative data associated with the 10
constructs of real estate developers’ efficiency, real estate suppliers’ dependability, real estate consumers’ buying
intention, credit availability for real estate developers, marketing strategy, real estate-related legal and policy
frameworks, land availability for real estate developers, infrastructure development, technology adoption and
leadership quality or competency of the real estate developers Prior to the interview, each Construct was
defined/operationalized for the interviewee to have the same degree of understanding.

11. Results and Discussion
In these section results of the quantitative and qualitative data analysis methods are summarized and discussed.
11.1 Result of the Quantitative Study

Table 1. Profile of study respondents

Variable Count Per cent
Sex Male 106 65.0%
Female 57 35.0%
Age group 18-24 Years 9 5.5%
25-34 Years 79 48.5%
35-44 Years 60 36.8%
45-54 Years 8 4.9%
55-64 Years 7 4.3%
Educational level College Certificate or Diploma 11 6.7%
Bachelor’s Degree 80 49.1%
Master’s Degree 65 39.9%
Doctoral Degree 7 4.3%
Work experience 1 to 4 Years 49 31.4%
5to 10 Years 68 43.6%
11 to 20 Years 36 23.1%
21to 30 Years 0 0.0%
Above 21 Years 3 1.9%
Occupation CEO 7 4.6%
Deputy 18 11.8%
Operation Head 36 23.5%
Finance Head 27 17.6%
Marketing Head 28 18.3%
Purchasing and Property Head 30 19.6%
Legal Officer 7 4.6%
Leadership Style Democratic 75 52.8%
Transformational 36 25.4%
Autocratic 3 2.1%
Laissez-Faire 27 19.0%
Others 1 0.7%

Source: Author’s Own Survey Result, 2022.

The respondents’ demographic data collected for this study, including gender, age, educational background, work
experience, occupation and leadership styles, are summarised in Table 1.
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Table 2. Description of study variables (n = 163)

Variable Minimum Maximum Mean Std. Deviation Rating Status
Firm’s Efficiency 2 5 4.396%** 0.581 Positive
Suppliers’ Construction Materials 2.67 5 4.339%%* 0.5475 Positive
Customers’ Buying Intention 2 5 4.091%** 0.6698 Positive
Credit Availability 2.75 5 4.159%** 0.6073 Positive
Marketing Strategy 2 5 4.118%** 0.6655 Positive
Legal Factors 1.5 5 4.072%** 0.7059 Positive
Land Availability 2 5 4.245%** 0.6816 Positive
Infrastructure Development 3 5 4.391%** 0.5394 Positive
Technological Adoption 2.5 5 4.237%** 0.6772 Positive
Leadership Quality 2.43 5.25 4.244%%* 0.7048 Positive
Real Estate Performance 2 5 4.108%** 0.7245 Positive

Source: Author’s Own Survey Result, 2022.

The descriptive statistics shown in Table 3 provide a more in-depth analysis of the study’s factors, including the
Firm’s Efficiency (Mean=4.396*** SD=0.581); Dependability of its Suppliers (Mean =4.339%**,
SD =0.5475); Customers’ Buying Intention (Mean=4.091*%**  SD =0.6698); Credit Availability
(Mean =4.159*** SD =0.6073); Marketing Strategy (Mean=4.118*** SD =0.6655); Legal Factors
(Mean =4.072***  SD =0.7059); Land Availability (Mean=4.245***  SD =0.6816); Infrastructure
Development (Mean =4.391***  SD = 0.5394); Technological Adoption (Mean=4.237*** SD =0.6772);
Leadership Quality (Mean =4.244***  SD =0.7048); and Real Estate Performance (Mean =4.108***,
SD = 0.7245). The mean of a variable is significantly different from the mid-point 3, at the 0.001 significance
level. If the mean of a single quantitative variable was equal to a value that was assumed to be representative of
the population, one-sample t-tests were utilised.

Table 3. Independent sample t-test for non-response bias

Variable t-value df p-value Mean Std. Error Difference
Earlier Later Difference

Firm’s Efficiency -3.040 78 .080 4.235 4.503 -0.268 .1209
Suppliers’ Construction Materials 1.762 78 .082 4.533 4.332 201 114
Customers’ Buying Intention 2.606 78 .091 4.229 3.838 391 150
Credit Availability 1.095 78 277 4.148 3.981 .167 152
Marketing Strategy -.649 78 S18 3.923 4.024 -.101 155
Legal Factors 1.985 78 .051 4.195 3.865 329 .166
Land Availability 1.021 78 310 4.180 4.018 162 159
Infrastructure Development -.828 78 410 4.325 4.428 -.104 125
Technological Adoption -.445 78 .658 4.109 4.178 -.070 156
Leadership Quality 939 78 351 4.254 4.117 137 .146
Real Estate Performance 1.546 78 126 4.182 3.939 243 157

Source: Author’s Own Survey Result, 2022.

In this study, the first 40 responses received (representing 24.5% of the sample) and the last 40 responses
received (representing 24.5% of the sample) were selected and an independent sample t-test was performed to
compare the results of these responses. Table 4 shows the results of the independent-samples t-test. The results
show no significant difference between the before and after responses at the 95% confidence interval for the
selected variables. The results show that even where there is non-response bias; it is not statistically significant
and therefore does not skew the data and prevent generalisations from the sample to the population.

Mean difference among demographic groups

A Mean Difference among Demographic Groups (age groups , Educational level, Work experience Occupation
and Leadership Style, in Relation To RE Performance was analysed using ONE —-WAY ANOA According to the
ANOVA test results, there was no statistically significant difference in real estate performance among age groups
[F (2, 160) = 2.369, p-value =.097]; educational Groups, [F (2, 160) = 1.073, p-value =.345]; work experience [F
(2, 153) =328, p-value =.721]; Occupational groups [F (6, 146) =.411, p-value =.871]..
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Table 4. ANOVA test on Leadership styles and real estate performance

Multiple Comparisons

Dependent Variable: Real Estate Performance

(I) LEADERSHIP (J) LEADERSHIP Mean Difference Std. Error Sig. 95% Confidence Interval
STYLE STYLE 1-J) Lower Bound Upper Bound
Tukey HSD  Democratic Transformational 32764 14365 .108 -.0459 7012
Autocratic 97427 36357 .041 .0288 1.9198
Laissez-Fair .04183 15901 994 -3717 4554
Transformational Democratic -.32764 14365 .108 -7012 .0459
Authocratic 64663 37341 311 -.3245 1.6177
Laissez-Fair -.28581 18037 .391 -.7549 1833
Autocratic Democratic -97427° 36357 .041 -1.9198 -.0288
Transformational -.64663 37341 311 -1.6177 3245
Laissez-Fair -.93243 .37958 .072 -1.9196 .0547
Laissez-Fair Democratic -.04183 15901 994 -.4554 3717
Transformational 28581 18037 391 -.1833 7549
Authocratic 93243 .37958 .072 -.0547 1.9196

Note. *. The mean difference is significant at the 0.05 level.

However, there was a statistically significant real estate performance difference among the categories of
leadership style [F (3, 138) = 3.796, p-value = .012] as shown in Table 4 above.

Assessment of Construct Validity through CFA

In this study convergent validity was used to measure individual items in a construct.

Table 5. Categories of GOF Indices

Category Statistics Definition

Chi-Square Chi-Square Difference between observed and estimated covariance matrices
Absolute Fit GOF Index Measure indicating how well a model reproduces the

Measures variance/covariance matrices of the observed sample

Incremental Fit
Indices

Parsimony Fit
Indices

Root Mean Square Error of Approximation
(RMSEA)
Root Mean Square Residual (RMSR)

Standardised Root Mean Residual (SRMR)
Normed Chi-Square

Normed Fit Index (NFI)

Comparative Fit Index (CFI)
Tucker-Lewis’s Index (TLI)

Incremental Fit Indices (IFT)

Parsimony Comparative Fit Index (PCFI)
Parsimony Normed Fit Index (PNFI)

Badness-of-fit index measuring how well a model fits a population
taking into account both model complexity and sample size

Average of the residuals between individual observed and estimated
covariance and variance terms

Standardised value of RMSR

Ratio of chi-square to degrees of freedom for a model

Assesses how well a specified model fits relative to some alternative
baseline model (often a null model that assumes all observed
variables are uncorrelated)

Evaluates the parsimony ratio of the model compared to the GOF,
such as Parsimony comparative or normed fit indices CFI and NFI

Source: Author’s Own Survey Result, 2022.

GOF Indices (Statistics): GOF compares the goodness of fit between theory and reality (Hair et al. 2010). The
closer the covariance matrices between the two, the better the theory is said to fit the data. Thus, GOF indices
reflect the model’s ability to represent the data (Hair et al. 2010). GOF indices are grouped into four general
categories: Chi-Square, Absolute Fit Indices, Incremental Fit Indices and Parsimony Fit Indices (see Table 7). In
this study, the model fit was evaluated in terms of the selected fit measures as summarised in Table 7: Selected
Fit Measures and Established Criteria

In this study, the model fit was evaluated in terms of the selected fit measures as summarised herein under.
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Table 6. Summaries of Selected Fit Measures and Established Criteria

Category GOF Statistics Acceptable Level Reference
Chi-Square Chi-Square P-Value can be less than 05 Hair et al. (2010, 666); Holmes-Smith
(2010, 5,7)
Absolute Fit Indices Root Mean Square Error of Values <08 Lewis et al. (2005); Hair et al. (2006,
Approximation (RMSEA) 748); Hair et al. (2010, 672)
Root Mean-Square Residual (RMR) Values <09 Hair et al. (2010, 672)

Incremental Fit Indices

Parsimony Fit Indices

Normed Chi-Square

Normed Fit Index (NFT)

Comparative Fit Index (CFI),
Tucker-Lewis Index (TLI), and
Incremental Fit Indices (IFI)

Parsimony Comparative Fit Index

(PCFI) and

Parsimony Normed Fit Index (PNFI)

Value between 1 and 5

Values > =92

Values >=5

Lewis et al. (2005); Hair et al. (2010,
668)
Hair et al. (2010, 672)

Hair et al. (2010, 672)

Source: Author’s Own Survey Result, 2022.

Discriminant Validity

After verifying that the full CFA measurement model met the GOF statistics, this research next conducted an
analysis to establish discriminant validity. The discriminant validity analysis results, as set out in Table 8, show
that the AVE values are greater than their respective squared inter-construct correlations in several of the cases.
The Values on the diagonal line in Table 8 are the constructs’ calculated AVE. The values below the diagonal are
the constructs’ implied correlations. Values above the diagonal are the squared correlations.

Table 7. Discriminant validity and reliability of the full CFA measurement model

No.  Variable 1 2 3 4 5 6 7 8 9 10 11 No. of  Cronbach’s
items Alpha

1 Firm’s Efficiency 0.609 0.062  0.109 0.115 0.203 0.089 0.123 0.138 0.323 0.214 0.402 5 0.868

2 Suppliers 0.248 0.543  0.149 0.144  0.031 0.045 0.099 0.061 0.084 0.187 0.303 3 0.776
Construction
Materials

3 Customers’ 0.331 038 0452 0205 0.135 0.092 0.149 0.036 0.189  0.207 0.403 4 0.735
Buying Intention

4 Credit 0.339 0.38 0.453 0452 0204 0.154 0.219 0.112 0.266 0.169 0.464 4 0.776
Availability

5 Marketing 0.451 0.175 0368 0452 0469 0.063 0.222 0.106 0.257  0.203 0.412 5 0.817
Strategy

6 Legal Factors 0.299 0.212 0.303 0392 0.251 0.544 0.191 0.05 0.154  0.103 0.318 4 0.841

7 Land Availability  0.351 0314 0386 0468 0474 0437 0.518 0.118 0.291 0.3 0.494 4 0.815

8 Infrastructure 0.371 0.246 0.189 0.335 0325 0.231 0.343 0.562 0.259 0.154 0.324 5 0.869
Development

9 Technological 0.568 0.29 0435 0516 0.507 0392 0.539 0.509 0.64 0.298 0.441 4 0.892
Adoption

10 Leadership 0.463 0433 0455 0411 0451 0321 0.548 0.393 0.546  0.624 0.445 4 0.873
Quality

11 Real estate 0.634 0.55 0.635 0.681 0.642 0.564 0.703 0.569 0.664 0.667 0.748 7 0.948

performance

Source: Author’s Own Survey Result, 2022.

Correlation analysis

Correlation was used for the analysis of bivariate relationships to gauge the intensity or strength of such
relationships between the Dependent and the Independent Variables. Bivariate analysis was conducted between
each independent variable with the dependent variable to assess initial significant predictors (Hair et al., 2010;

Field, 2009).
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Table 8. Correlations between the dependent variable and the independent variables

1 2 3 4 5 6 7 8 9 10
1 Firm’s Efficiency -
2 Suppliers’ Construction 248" -
Materials
3 Customers’ Buying Intention 3317 386" -
4 Credit Availability 339 3807 453 -
5 Marketing Strategy 4517 1757 368 452" -
6 Legal Factors 299" 2127 303" 392" 2517 -
7 Land Availability 3517 314" 386 468" 4747 437" -
8 Infrastructure Development 3717 2467 189" 335" 3257 2317 343" -
9 Technological Adoption 568" 290" 435" 5167 5077 3927 539" .509" -
10 Leadership Quality 463" 433" 455" 4117 4517 3217 548" 393" 546" -
11 Real estate performance 634”7 550" 6357 6817 6427 564" 703" 569" 664" 667"

Source: Author’s Own Survey Result, 2022.

The findings set out in Table 9 show that the associations between the independent variables and the dependent
variable range from strongly positive to very strong. The results shown in Table 9 indicate that there is a positive
relationship between Firm’s Efficiency and real estate performance with a value of 634** (r=634** p < 0.01);
the relationship between Suppliers’ Construction Materials and real estate performance has a value of550" (r
=550** p < 0.01); the relationship between Customers’ Buying Intention and real estate performance has a value
of 635 (r=.635"", p < 0.01); Credit Availability and real estate performance has a value of 681" (r =.681"", p <
0.01); Marketing Strategy and real estate performance has a value of 642" (r =.642"", p < 0.01); Legal Factors
and real estate performance has a value of 564" (r =564 p < 0.01); Land Availability and real estate
performance has a value of 703" (r =.703"", p < 0.01); Infrastructure Development and real estate performance
has a value of 569" (r =.569"", p < 0.01); Technological Adoption and real estate performance has a value of
664" (r=.664"", p <0.01); and Leadership Quality and real estate performance has a value of 667 (r =.667", p
<0.01).

Regression analysis

Regression is a powerful tool that summarises the nature of the relationship between variables and assists in
making predictions of the likely values of the dependent variable (Bryman and Cramer 2005). The model
summary of the regression analysis indicates that the total number of independent variables considered in this
study (leadership quality, legal considerations, infrastructure development, suppliers' construction materials,
marketing strategy, customers' buying intentions, firm's efficiency, technological adoption, land availability, and
credit availability) can explain 78.7% of the variation in real estate performance. The overall significance of the
regression model is good, as indicated by the statistical significance (F (10, 152) = 60.774, p-value.0001), which
suggests that all of the independent variables included in the multiple linear regression model have a statistically
significant impact on the real estate performance.

Table 9. Coefficients table

Model Unstandardized Coefficients  Standardised Coefficients  T-value P-value
B Std. Error Beta

(Constant) -1.934 275 - -7.039 <.0001%**
Firm’s Efficiency (Fe) 137 .062 110 2.205 .029**
Suppliers’ dependability (SD) .146 .061 110 2.395 .018%*
Customers’ Buying Intention (BI) 138 .053 128 2.614 L010%**
Credit Availability (CA) 143 064 120 2.236 027%*
Marketing Strategy (MS) 118 .056 .108 2.104 .037%*
Legal Factors (LF) 138 .045 135 3.068 .003%**
Land Availability (LA) 159 .056 150 2.847 .005%***
Infrastructure Development (ID) .140 .061 .104 2.287 .024%**
Technological Adoption (TA) A17 .056 .110 2.088 .038**
Leadership Quality (LQ) 191 .050 .186 3.800 <.0001***

Source: Author’s Own Survey Result, 2022.
Note. * Dependent Variable: Real estate performance: Significance codes: *** (Sig. at 0.01), ** (Sig. at 0.05).
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The real estate data were analysed by using the multiple linear regression model as shown in Table 10. The
results showed that all the independent variables considered were statistically significant predictors of real estate
performance: Firm’s Efficiency (beta = .137; t-value = 2.205; p-value = .029); Suppliers’ Dependability (beta
= .146; t-value = 2.395; p-value = .018); Customers’ Buying Intention (beta = .138; t-value = 2.614; p-value
= .010); Credit Availability (beta = .143; t-value = 2.236; p-value = .027); Marketing Strategy (beta = .118;
t-value = 2.104; p-value = .037); Legal Factors (beta = .138; t-value = 3.068; p-value = .003); Land Availability
(beta = .159; t-value = 2.847; p-value = .005); Infrastructure Development (beta = .140; t-value = 2.287; p-value
= .024); Technological Adoption (beta = .117; t-value = 2.088; p-value = .038); and Leadership Quality (beta
.191; t-value = 3.8; p-value <0001).

The regression model in this study is illustrated as below:

CREP=1.934+.137FE+=.146SD+=.138BI+.143CA+.118MS+.138LF+=.159LA+=.140ID+.117TA+=.191LQ+
e

Table 10. Summary of Hypothesises tests

Hypothesis # Research Hypothesis Beta Value T-Value P-Value Decision

H-1 Firm efficiency has a positive significant impact on the Beta=.137 T-Value=2.205 P-Value=.029 Supported
performance of commercial real estate firms in Addis Ababa.

H-2 Suppliers’ dependability has a significant impact on the Beta=.146 T-Value =2.395 P-Value=.018 Supported

performance of commercial real estate firms.

H-3 The buying intentions of real estate buyers have a direct and Beta=.138 T-Value=2.614 P-Value=.010 Supported
statistically significant effect on the performance of
commercial real estate in Addis Ababa.

H-4 Credit availability has a positive and significant impact on Beta=.143 T-Value=2.236 P-Value=.027 Supported
commercial real estate performance.

H-5 Market strategy has a statistically significant and positive Beta=.118 T-Value =2.104  P-Value=.037 Supported
impact on commercial real estate performance.

H-6 Legal factors have a statistically significant and positive Beta=.138 T-Value =3.068 P-Value=.003 Supported
impact on commercial real estate performance.

H-7 Land availability positively and significantly affects the Beta=.159 T-Value=2.847 P-Value=.005 Supported
performance of commercial real estate firms.

H-8 Infrastructural development has a significant and positive Beta=.140 T-Value =2.287  P-Value=.024 Supported
impact on commercial real estate performance.

H-9 Technology adoption has a statistically significant and Beta=.117 T-Value=2.088 P-Value=.038 Supported
positive effect on the performance of commercial real estate
firms.

H-10 Leadership quality has a positive significant impact on the Beta=.191 T-Value=3.8 P-Value <0001 Supported

performance of commercial real estate firms in Addis Ababa.

11.2 Discussion of Results
The following ten constructions were found to have a substantial effect, as addressed below.

* H-1: Firm efficiency has a positive significant impact on the performance of commercial real estate firms in
Addis Ababa. The relationship between firm efficiency and performance of commercial real estate was shown to
be positive and significant (beta = .137; t-value = 2.205; p-value = .029) confirming Hypothesis 1. This result is
in line with the assertion made by Lindholm (2012) and Roulac (2011) that successful businesses grow and
thrive in commercial transactions by putting plans into practice.

* H-2: Suppliers’ dependability has a significant impact on the performance of commercial real estate firms.
The research suggests that the performance of commercial real estate firms is positively and significantly
correlated with the dependability of suppliers to provide construction materials (beta = .146; t-value = 2.395;
p-value = .018). The results of this study confirm those of Mirawati (2015), who found that real estate
enterprises' quality, reputation and productivity are all enhanced by a relationship-based connection between the
supplier and the contractor. The results also support those of Ramnarian (2012), who claims that unreliable
suppliers have an impact on real estate expansion.

* H-3: The buying intentions of real estate buyers have a direct and statistically significant effect on the
performance of commercial real estate in Addis Ababa. The results suggest that there is a significant and positive
relationship between customers’ intentions to buy and the performance of commercial real estate (beta = .138;
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t-value = 2.614; p-value = .010). This finding is consistent with Brophy and Haddad et al. (2011), who assert that
when deciding to purchase real estate, buyers consider aesthetic, economic, marketing, geographic and social
factors.

* H-4: Credit availability has a positive and significant impact on commercial real estate performance. The
relationship between credit availability and performance of commercial real estate was shown to be positive and
significant (beta = .143; t-value = 2.236; p-value = .027), supporting H-4. The findings of this study are in line
with those of (Okidim & Ellah, 2013), who claim that access to credit for financing is essential since it enables
individuals and firms to meet the population’s housing needs.

* H-5: Market strategy has a statistically significant and positive impact on commercial real estate

performance. The relationship between marketing strategy and the performance of commercial real estate was
shown to be positive and significant (beta = .118; t-value = 2.104; p-value = .037). This finding is consistent with
Adewale (Adewale et al., 2013), who argue that the performance of a firm is significantly affected by the
marketing strategy variables of advertising, place, price, packaging and after-sales services. It is also consistent
with the position put forward by Barney that competitive advantage is a source of superior performance, and it is
made up of competencies of the firm that cannot be copied by competitors (Barney, 1991).

* H-6: Legal factors have a statistically significant and positive impact on commercial real estate performance.
The relationship between legal factors and the performance of commercial real estate was shown to be positive
and significant (beta = .138; t-value = 3.068; p-value = .003), which supports H-6. This conclusion supports
Komisarov’s claim that tax breaks and free economic zones encourage foreign direct investment, citing Latvia as
an example (Komisarov’s, 2016). This is in contrast to Ethiopia, where a lack of a complete real estate
framework has resulted in fraud and corruption that has slowed operations (Admasu, 2010).

* H-7: Land availability positively and significantly affects the performance of commercial real estate firms.
The availability of land was revealed to be positively and significantly correlated with the performance of
commercial real estate (beta = .159; t-value = 2.847; p-value = .005), supporting H-7. The study’s results for this
hypothesis are in line with those of Kuryi-Wysocka et al. (2014), who contend that while land supply is stable,
demand is rising steadily, driving up prices and occasionally having an impact on land prices as well, reducing
the amount of available land. According to Kuryi-Wysocka et al. (2014), environmental, political and legal
variables, as well as marketing and non-marketing elements, have an impact on land availability
(Kuryi-Wysocka, Wysocka et al., 2014). Lastly, this study’s findings are in line with a report by the World Bank
(2015), which identified the shortage of land as one of the primary causes of urban housing scarcity.

*  H-8: Infrastructural development has a significant and positive impact on commercial real estate
performance. The relationship between infrastructural development and the performance of commercial real
estate was shown to be positive and significant (beta = .140; t-value = 2.287; p-value = .024), supporting H-8.
The findings of this study are consistent with those of (Cahill, 2010), who discovered that infrastructure access is
essential for real estate profitability. The findings of this study are likewise in line with those of Igbinosa
(Igbinosa, 2011), who contends that the more connections a site has to the metropolis, the more investment it
draws. It is also consistent with the findings of Seo (2016), who claims that the success of commercial real estate
has been influenced by transportation facilities of various models.

* H-9: Technology adoption has a statistically significant and positive effect on the performance of commercial
real estate firms. The relationship between technology adoption and the performance of commercial real estate
was shown to be positive and significant (beta = .117; t-value = 2.088; p-value = .038), supporting H-9.The
study’s findings are in line with those of Navigant Construction Forum (Navigant Construction Forum, 2016;
Thompson & Dixon, 2005), who suggest that technology increases construction efficiency by utilising ICT (such
as AutoCAD), digital selling and marketing, and involving customers in the design process to reduce the
likelihood of frequent changes from the initial design.

* H-10: Leadership quality has a positive significant impact on the performance of commercial real estate

firms in Addis Ababa. Leadership quality was revealed to be positively and significantly correlated with the
performance of commercial real estate (beta = .191; t-value = 3.8; p-value < 0001), supporting H-10. This
finding of the study is consistent with the view of McGrath and MacMillan (2000) who proposes that in the face
of current challenges faced by the real estate sector effective leadership can facilitate performance development.
According to the research, management development is crucial for enhancing organisational performance and
leadership is required for long-term competitive advantage. (Avolio, 1999; Rowe, 2001).

All the 10 variables used in the study were found significant effect on the performance of the real estate sector.
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The coefficient tables show the contribution of each independent variable toward the endogenous variable (real
estate performance). Out of the ten variable leadership was contributing most (Beta = .191) followed by Land
availability (Beta = .159) and construction material Suppliers’ dependability stand third ((beta = .146). however,
Technology adoption’s contribution was found to be the least contributor though significant (Beta = .117; t-value
= 2.088; p-value = .0).

From the regression analysis results one can infer observe the following facts and implications.

* To establish a suitable marketing strategy for their particular organisations, real estate developers must select
business leaders with excellent and solid leadership skills and knowledge.

* Credit and land availability are critical factors in improving real estate performance, and the government must
revisit credit and land policy in close consultation with land management experts and financial institutions to
address such challenges and constraints. Credit and land policies must be updated together with the real estate
sector.

* One of the key deficiencies identified in the study is the shortage of construction materials. Materials provide
structural strength, durability, utility, beauty, and regulatory compliance, assuring safe and long-lasting
constructions. Real estate developers should conduct comprehensive study to find construction materials from
both domestic and international sources.

* The Ethiopian government and the ministry of construction industry must pay close attention to affordable
low-cost construction technology transfer from other industrialized countries in order to adopt an appropriate
technology.

* Ethiopia only has three or four foreign real estate investors; thus, conducive real estate development policy
frameworks are required to attract foreign direct investment in the real estate industry.

* Private equity, both as a contracting strategy and an industry, is relatively young in Africa internal and
Ethiopia in particular. Most funds have a regional or sectoral focus, and those with an East Africa focus are
heavily invested in Kenya, Uganda, and Tanzania (AVCA, 2016).

* The Ethiopian mortgage market is not functioning effectively, and this has created difficulties for home buyers.
The country’s lack of a mortgage market has hampered the establishment of either investment institutions or
long-term financing options.

* Land, among other things, is the most important input for real estate developers. But the lease price of land is
quite expensive for real estate developers. Land is currently the property of the state and may only be acquired
through leasing. Land lease prices are expensive, and land supply is limited.

* There is no comprehensive and clear legal framework for foreign real estate investors; and there is lack of
legislative support to provide incentives to real estate developers.

* There is effectively organised financial institution that provides housing finance, the scarcity of skilled labour
compared to other sectors.

In sum, poor Land Management, Low Construction Capacity, Inadequate Infrastructure, Poor borrowing
Capacity, low credit availability, challenge of accessing foreign currency to but construction materials, low
purchasing capacity of real estate customers, corruption at different levels of the system, and the lack of a proper
legal framework. low equity capital inflow, poorly designed real estate marketing strategies, Price Escalation of
land, Low Affordability of houses, shortage of construction materials, misguided housing polices, high level of
taxation ; high bureaucracy low commitment to quality, employee empowerment and continuous improvement
on the organisational performance of the real estate companies by real estate leaders are few of the critical
factors adversely affecting the performance the real estate sector in Ethiopia.

11.3 Result of the Qualitative Study

The interview questions dealt with factors identified in the quantitative phase of the study as affecting the
performance of commercial real estate developers. The factors identified included the real estate developer’s
efficiency, real estate suppliers’ dependability, real estate consumers’ buying intention, credit availability for real
estate developers, marketing strategy, real estate-related legal and policy frameworks, land availability for real
estate developers, infrastructure development, technology adoption and leadership quality or competency of the
real estate developers. The findings of the qualitative study are presented as follows. Firm efficiency of real
estate developers, the dependability of the real estate suppliers, the buying intent of the real estate consumers, the
availability of credit for real estate developers, the marketing strategy, the legal and policy frameworks
pertaining to real estate, the availability of land for real estate developers, the development of infrastructure, the
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adoption of technology, and the leadership quality or competency of the real estate developers were found to
significantly affect the performance of Commercial Real estate Firms.

In addition to the pre-established constructs, the following additional constructs were identified in the interview
process with the key informants: 1) Current Political and Economic Instability; 2) Coordination and Participation
of Stakeholders; 3) Purchasing Power of Home Buyers; and 4) Political Interest and Intervention. The current
political and economic volatility in the country may have an impact on the supply of building materials, as well
as the delays experienced by developer businesses in obtaining these materials. It may also have an impact on the
timely completion of construction by real estate developers. Coordination and participation of players in the
industry are also seen as critical for the sector’s development and efficiency. The purchasing power of home
buyers was identified as having a major influence on commercial real estate performance. Finally, for the real
estate development sector, political interest, involvement and intervention, and influence are critical issues.

Thus, based on the quantitative and qualitative results of the study, an integrated commercial real estate
performance research model was proposed in Figure 8:

Firm efficiency .

\\\‘\H1
Supplier dependability |. :
H,
Customers buying intention . !
Credit availability .

Market strategy | Hs

Legal Factors | H;

Infrastructural development |— L0 A Corimercial real
H estate performance
R SO
Land availability ——
Hy—
Technology adoption |~
Hy.
Leadership quality [~
My
Countries political and economic instability H
12,
Coordination and parficipation of stakeholder i
}3.
Political intervention by the Government HW"'

Purchasing power of home buyers

Figure 8. Proposed commercial real estate performance measurement framework
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12. Conclusion

The global real estate business is one of the most profitable undertakings for many economies and one of the
ways of gauging a society’s economic growth. Real estate refers to land and associated elements made
permanently a part of it and the nature and extent of one’s interest in it (Romer, 2017). The real estate industry
plays a pivotal role in the social, political and economic development of a country (Kauskale & Geipele, 2019).
The real estate market in Addis Ababa, Ethiopia, has been evolving into a varied mix of extensive
government-built condominiums (for lower-income groups), mid-market developments by housing cooperatives,
and largely high-end homes built by real estate developers and/or homeowners themselves. An initial literature
review revealed that Addis Ababa’s real estate sectors are confronting a multitude of challenges that include long
bureaucratic administrative processes; high land-leasing prices; material supply delays; shortage of foreign
currency; limited credit availability; inadequate infrastructure; a lack of long-term loans for buyers; increases in
land acquisition costs; a high level of taxation; inflation on construction materials; a lack of government
encouragement; and unreliable brokers, among others. As a result, this research set out to determine the key
variables that have a significant impact on Addis Ababa’s commercial real estate performance. The following
sub-research questions were investigated in this study to get a thorough grasp of the phenomenon being studied:

* What are the determinants of commercial real estate performance in Addis Ababa, Ethiopia?

* Which of the identified factors has the most significant impact on commercial real estate performance in
Addis Ababa, Ethiopia?

* What other factors will have an impact on the success of commercial real estate operating in Addis Ababa,
Ethiopia?

* What are the commercial real estate performance constraints and challenges in Addis Ababa, Ethiopia?

* What will be the overarching conceptual model for measuring commercial real estate performance in Addis
Ababa, Ethiopia?

The efficiency of real estate developers, the dependability of real estate suppliers, the purchasing intentions of real
estate consumers, credit availability for real estate developers, marketing strategy, real estate-related legal and
policy frameworks, land availability for real estate developers, infrastructure development, technology adoption,
and the leadership quality or competency of real estate developers all had a significant impact on the commercial
real estate sector. Furthermore, current political and economic instability; stakeholder coordination and
participation; home buyer purchasing power; and political interest and intervention have been identified as major
factors to real estate performance by key informants using thematic analysis.

All the research questions were answered and an integrated model for measuring commercial real estate
performance was proposed.

Limitations
Various limitations were identified in this study, which present opportunities for future research.

* It was not possible to obtain a genuine and complete secondary data compiled on the performance measures of
organisations after conducting a preliminary survey to ascertain their availability. The study was conducted using
the opinions of five important professional target organisations and commercial real estate professionals.
Empirical data would be more relevant because people's perceptions as revealed in the responses may be
impacted by a variety of factors, including prior experiences, preconceived conceptions and current situations.

* Another drawback of this study was the availability and voluntariness of managers and executives, which is
often the biggest impediment, which may be due to respondents' stringent work schedules and that the research
culture is seen negatively in the country.

* This research was carried out at Addis Ababa. Although the majority of real estate firms are located in cities,
the study’s conclusions could not be applied to the entire nation because regional states within the nation may
vary. As a result, the study's external validity was impacted.

* The key informants identified and used for the study were from various sectors, with varying levels of
expertise and experience, and there were some divergent views on issues such as land policy and credit policy, as
well as the importance of marketing strategy in the real estate sector.

* The study planned to include 15 key informants to capture an extensive range of perspectives and opinions
regarding the variables influencing the real estate sector, however five of them declined to participate.

Recommendation
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On the basis of the research conclusions, the researcher offers the following recommendations to enhance Addis
Ababa’s commercial real estate performance.

* To improve commercial real estate performance, real estate developers should pay close attention to all the
factors analysed in the study (firm efficiency; dependability of its suppliers; customer purchasing intentions;
credit availability; marketing strategy; legal factors; land availability; infrastructure development; technological
adoption; and leadership quality).

* Because real estate developers refused to offer secondary data on their performance, subjective metrics
(perceptions of professionals) were employed to assess real estate performance. If real estate developers are
willing to provide performance data, objective measurements (performance financial data) could be used to
measure commercial real estate performance.

* To further investigate the relationships between determinants and commercial real estate performance, the
researcher recommends looking at the revised model that was developed based on a combined assessment of
quantitative and qualitative study.

Implication for real estate developers

The study established a comprehensive framework for the effective measurement of real estate performance. The
commercial real estate framework provides a clear direction that real estate developers and marketers can follow
while measuring their performance and can be used as a practical tool.

The Government of Ethiopia

The Ethiopian government must devise a strategy to control all the key elements of the real estate market,
including housing costs and land availability. It should also make loans available with affordable interest rates.
The policy must include fees for new land development, stringent building codes, and zoning and land use
regulations to control the supply and cost of real estate. Ethiopian banks should be urged to accept “reasonable
risk” in vetting loan applications from small and medium-sized Real estate businesses. In urging banks to take
“reasonable risk”, it is suggested that government should institute some form of tax incentives to banks involved in
RE lending. This will encourage others to consider the option of lending to this sector.

Financial institutions

Commercial real estate developers must be provided with loans from financial institutions such as central banks,
retail and commercial banks, internet banks, credit unions, savings and loan associations, investment banks,
investment companies, brokerage firms, insurance companies and mortgage companies at reasonable interest
rates. Despite the fact that banks suffer limits, it is proposed that they engage in active banking by mobilising
resources and allocating them to needy REs.

Improving Registration Process

Ethiopia may proactively prepare itself for, and promote, the flow of private equity capital into the country by
establishing the necessary policy and regulatory environment. In order to exploit the opportunities associated
with private equity investments, it must think very strategically about the development of a robust private sector.
Ethiopia must consider the following minimal prerequisites for a thriving private equity and venture capital
sector while building a framework. Ethiopia's private equity Investment is underdeveloped. , on the other hand.
Investors make repeated journeys over a ten-day to two-month period to register capital. To improve this
procedure, government officials responsible for registering foreign investments should be trained to make
consistent choices and instructions, and the number of entities responsible for approving investments should be
reduced.

Implication for research methodology

In order to conduct the study’s many phases, an explanatory sequential mixed methods research design was used,
with quantitative data collection and analysis in the first part of the investigation and qualitative data collection
and analysis in the second half to support and complement the quantitative results and findings. This study
provides a real-world illustration of how combining quantitative and qualitative methods can provide a more
thorough understanding than using either a quantitative or qualitative method alone. The outcomes of the
analyses of the quantitative and qualitative data were complementary. The study's internal validity is
undoubtedly improved by this design as well.
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