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ABSTRACT

Residential real estate development o Addis Abba s quite an nterestng, subject. The marketing,

perspective on this issue s under researched, hence monvating the current project.

Though extensive literature review, consultanons with pertinent industey players and im-depth
mterview with personnel of Sunshine Construction PLC (Sunshine for short) relevant data were
collected and qualitatively analyzed.  The extemal marking enviconment analysis shows that the
poliico-legal markering environment s slowly improving.  The  socio-cconomic marketing
environment favors the upper and muddle-mcome people to be customers of real estate developers,
The global technological advances have nor vet permeated the Addis Ababa marker, yet there s
indication that that it could help marketing real estate through better customer service and reduced
cost of housing. The detenioratng physical enviconment and poorly developed mifrastructure of the
city have also been observed as paradoxical clements facimg real estate developers in the capital. Two
close competitors have been vated (Compentor Peotile Matox ratmg) as bemg weaker than Sunshme.
However, Sunshine’s responsiveness to the external marketing covironment s rated only above

average on External Factor Evaluation matnx.

The intemal environment of sunshine Construction PLC has been thoroughly analyzed. Using, the

Internal Factor Evaluation matrix, Sunshme was rated only above average.

Sunshine’s market leadership image and apparent success in sales have persuaded it to be layered-
back in its approach i markenng.  Suggestions on how to better perform real estate marketing

activities have been forwarded i this paper.

Furthermore, further rescarch arcas that might shed more light into this most interesting subject are

suggested.
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CHAPTER ONE
INTRODUCTION

LS

1.1 Background -~

Housing, as an urban function, constitutes about half of urban land use. The highest proportion s
observed i the least developing countries whose housmg and scertlement types are dispersed due to
the lack of appropriate construction technologies and the proliferation of unplanned settlements. In
being a dominant land use, the performance of the housing sector s a major mdicator of the success
or faillure of urban development policies, especially that of urban land pohey. The history of
urbanization confirms that governments throughout the world have adopted a vancty of policies to
encourage the supply of housing with varying degrees of success. One ot the central issues i policy
relates to the contradictions between concepts of housmg as service and housmg as an ccononue

activity.

The methods of addressing urban social problems differ according to the period. At the outset of
urbanization, the dominant form of solution to utban problems was considered to be social change-a
reform that advocated for a radical change n social and cconomic orgamizatnon of society. This
approach was tested but has had little success. The second approach to solving urban problems was
through urban planning-an approach of imposig strict control over urban actvities. T'his approach

—
had its modest success n some scctors, but the command and control form of urban management
had its limitations. One of the latest, but certanly not the last, approaches to tackling uban problems
uses predominantly cconomic means. Urban development, including the supply of housing, 1s seen as
an economic actvity. Facilitating the housing market through special development controls,
subsidies, financing mechanisms, etc. 15 viewed as a mechanism to promote comprehensive
community development. In response to this move, real estate form of urban development has

emerged as an economic activity.

y The development of real estate is partly an outcome of specialization in the division of labor. It is
also a response to the organization of the urban economy. Demand and supply projection, partly the
result of urban planning activity which promotes advanced planning, 1s central in real estate
development. However, the operation of real estate in the housing sector is less than normal,
especially in a context where land supply does not fully adhere to free market principles. The

Ethiopian urban development context, especially that of the housing sector, is one such example.

Marketing Real Estate in Addis Ababa




Most of the urban centers in Fthiopra, mcluding Addis Ababa, were estabhshed atter the second halt
of the twenteth century. Accordmg to Berhanu (2004), Fothiopuan real estate form of urban
development commenced i the mud 199050 At the start, workmg, hving, and recreanon space
producers were users themselves. When real estate development became an ccononmic sector on ats

own, it started its operation in the housmg sector, The reasons tor such a move are nether clear no

are the operations of the real estate developers documented.

Berhanu (2004) states that his mvestganon of real estate form of housmyg dehvery e Addis Ababa
indicated the presence of vanous issucs that need attention. There s no wegulatory framework to
control operations, the level of subsidy necessary for the sector s uneepulated, and property rghts of
real estate investors and end-users are unclear. Morcover, real estate developments cater tor the high-
income groups. Its prospects for the nuddle and low-mcome group, which make up the majonty of
inhabitants of urban areas, arc under-documented. The consequences of such situations on the

prospect of real estate development as a form housmng supply arc unclear.

The city of Addis Ababa continues to experence the development ot unplanned settlement and
hornizontal expansion more rapidly than ever before. Detenorated hving envirconment, disordered
land management, unplanned urban development, absence of effective promotional and regulatory
frameworks, inadequate basic infrastructure and unbalanced populatnon growth have become the

biggest challenges of the city.

The housing problem in Addis Ababa s acute n both qualitative and quanutanve teoms. As sited by
Berhe and Debebe (2005) the total housing stock 1s 370,000. Our of this 120,000 houses are used for
trade and businesses while the remaming, 250,000, are used for reswdential purposes. The housing
demand of the estimated city's 3.3 million people with an average family size of six persons is
550,000. This indicates that there is a deficit of 180,000 houses in the city. This number does not
include the housing shortages as a result of population mcrease. The housing situation in Addis
Ababa becomes even worse when the quality and the conditions of the houses are considered. Many
are crowded, dilapidated, substandard and make shifts with very poor or no sanitation facilities and

with unhealthy environment altogether.

The dismal lack of basic infrastructure and living quarters, calls for courageous drastic measures such
as demolition of entire neighborhood and constniction of new affordable houses, that make it
possible for low and middle urban income mhabitants of the city, to acquire decent shelters to raise

their children in a healthy environment. They will go a long way in improving their overall living

Marketing Real Estate in Addis Ababa
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conditions and the social harmony among Addis Ababans. Followmy the restructunng of the Addis
Ababa City Administration in 2003, the housing problem m the aty has been gaiven a special
attention by launching a large-scale housing program with the objective of reducing housing

deficiencies substantially within a penod of five years.

Investigators mn real estate mostly come from engmeenng and science background Theretore, the
issuc of real estate as a marketmg management field has not been the nmugor concem ol escarches
made in Ethiopia. Even the developers with marketng departments have the notnon that real estare

marketmg wevolves around makimg sales; which s pomaaly a customer-elinons area

Hence, a comprehensive project that deals wath the otal marketng perspective s ot paramount
importance. It will fill the rescarch gap, i that, it will address the challenges and opportunities faced
by real estate companics in their effort to design and delver their product. With - tresh perspecnve
on the salient issues end users, customers, pertinent govermnment officials, real estate developers, and
other researchers will be in a better position to asses the nsks mvolved and will better be able to

understand the problems and to tackle them mtelligently.

The general objective of this project 1s thus to fill the rescarch gap i real estate development m
J Pro) 84 I
=
Addis Ababa. The matketing perspective on this issue has not been given attention, let alone a
proper one. Investigation on the external marketing enviconment thar s prevalent has been done. To

demonstrate mtemnal environment analysis, a case study on Sunshme Constraction PLC has been

carried out.

Real estate housing as a product, its marketing opportunities and threats presented. Advertisement
and promotion have been discussed. The findings, analysis and nterpretations of this paper are
aimed at giving a fresh perspective on this most interesting and most important subject, especially for

a fast developing city such as Addis Ababa.

1.2 Methodology
1.2.1 Literature Review
Literature review was conducted to highlight the state of rescarch in the arca of real estate.

The practice n other parts of the world has been used as an mput for addnessing marketing issues of
real estate in Addis Ababa.

Marketing Real Estate in Addis Ababa 3
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1.2.2. Data Collection and Presentation

Data on real estate marketing environment was collected through vanous means.

(A) Interview with Key Players in Real Fstate Industry
This entails discussing issucs deemed important for the ndustey with pertinent govemment otherals,

real estate developers, professional enginceers, architects and uihan planners

(B) Observation and mnterview with selected Real Fstate Developer

The real estate developer selected for this paper s Sunshine Constructnion PLE. The marketmy and
engincering Departments have been contacted and have cooperated i giving mtormation and msight
into the company's marketing mformation. Such a primary data tormed the basis for mtemal

marketing environment analysis.

(©) Findings, Analysis and Interpretation
The findings from the study have been presented in descnptive torm using qualitanve analysis.

PESTLE, CPM, EFE matrix, and IFE matnx analyses have been used for this pumpose.

Qualitative analysis and mterpretanon have been handled usimg markenng ponciples. Creaton,
communication and delivery of value to consumers has been addressed. The breadth and
interdependencies of marketing issues are not overdooked since holstue marketing approach
2 " 2 n = S b = . g %
recognizes that "everything mattess” with marketing.  The existing marketng system of Sunshine
Construction PLC has been qualitauvely analyzed. The analysis coupled with interpretation ot the

results has led to recommendations that could be employed to furmish an improved markenng,

system.

1.3 Significance -~
The paper 1s a leap i real estate rescarch i Addis Ababa. On one hand, it introduces a fresh
perspective from which to view residential real estate development. On the other hand, problems

that plague real estate marketing in Addis Ababa are addressed, with reference to the case study.

The beneficiaries of the study will not only be real estate developers (existing and potential) but also
end users and other researchers. Housing 1s an expensive, yet very important "commodity”. It forms
part of a country’s infrastructure. This entails that, projects such as this will be most help ful, not only

to few interested individuals, but also to all countrymen at large.

Marketing Real Estate in Addis Ababa o ' i




1.4 Delimitation

The study is delimited because of the tollowing factors

(A) Purpose

The purpose of this study s to hughlight the macketng dithiculties and_opportunines ot residential

real estate development i Addis Ababa For this mared scope, it has been deemed suthicent to
el Chtane: Ceve)

carryout mterviews with key plavers and not to go mto detaled customer survey, Nether nme, nor

5
I
|
B
B
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money available, do not warrant such a detaled mvestganon.

(B) Method

The methodology used is that of a case study. Even though the very facr thar case studies tend to
greatly simplify complex sssues, they are most helpful i dlustratng the salient assues and thereby
giving clanty of the problems that are bemg addressed. Hence, stas helieved that the method used s

consistent with the mtended purpose or objecnve of the project.

1.5 Organization

This project eport 1s organized mto four chapters. The first chapter introduces the overall approach
of the paper by way of introduction. The second chapter ceviews current hterature mn the field of real
estate marketing. The third chapter presents the indmgs and the analysis of the project. The fourth

and final chaprer gives conclusions and recommendations

e
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CHAPTER TWO

LITERATURE REVIEW ON
MARKETING FOR REAL ESTATE

This chapter touches upon the salient issues on real estate and property marketing as addressed by
other authors and researchers worldwide.
This chapter is organized as follows:

e The Marketung Role ~c

e Marketing Functions

e Market Segmentation

e Sclling Techniques

® Developer's Viewpoint

e Conclusion

2.1 The Marketing Role

Simply put, marketing is the skill of matching the needs of a buyer with the product of seller, for a
profit. It is probably true to say that development property used to be a soft-sell product. An estate
agent would erect a board, place an advertisement and wait. However, nowadays, especially in the
developed world, those marketing property developments are faced mcreasingly with a highly
competitive and disceming market, and one demands better information and more active attention to

the selling process.

2.1.1 The Agency Function

The appointment of an estate agent is the usual means by which the commercial sector of the
property development industry disposes of completed projects, whereas in the residential sector most
major developers perform their own agency functions with or without the help of agents.
Performing agency functions by developers themselves is also common place in the Addis Ababan
context. In addition, Ethiopian brokers commonly known as ‘delala’ are the closest thing to agents
of the developed world. ‘Deialas’ are most usually associated with small scale letting and play very
little or no role in Addis Ababan real cstate industry. There has also been a slight tendency on the
part of some developers and local authorities to undertake agency on their own behalf. Nevertheless,
despite caticism over recent years about the quality of their work, it should nearly always be possible

to gain a winder access to the market by retaining an agent. Depending upon the nature of the

Mardketing Real Estate in Addis Ababa i i
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development and the circumstances prevalng m the market ar the nme, an agent nught be called

upon to perform some or all of the following rasks:

e Find suitable sites or propertics for development, redevelopment or refurbishment on behalf
of clients;

e Receive instructions and haise with the developer at an carly stage in the project to consider
the overall concept of the proposed scheme and, i particular, to advance on those teatures
of design and layout that could add to or detract from the marketability of the completed
property;

®

Provide general cconomic advice and mvestigate rental levels and capital values in respect of
the viability of the project;

e Advise on potential occupiers and tenant mux;

e Comment on the planning implications and assist in discussions with local authonty officers;

e Advisc on the possible need for special building and occuprers’ services, as well as
considering the general operation of future management services,

®

Advise regularly throughout the peniod of development on previnhing market conditions;
e Advisc, arrange and implement a marketing strategy;,

e Monitor responses and handle prospective occupiers’ inquiries;
e Conduct negotiations with interested parties and mvestgate the credennals of potential

purchasers or tenants;

e Advise and conclude the final sales or letungs.

With regard to payment for the vanous activities described above, it 1s usual for an agent to negotiate
a separate fee for professional services rendered in connection with acquisition, development
appraisal, funding development consultancy, project management, letting and management. An
interesting change that has taken place over recent years in respect of offering estate agency services
and attracting instructions is the increasingly liberal attitudes taken by professional institutions
towards advertising. This has allowed commercial agents quite a broad scope in marketing their own
services as well as their clients' property. (Rarcliffe and Stubbs 2001)

There are said to be certain fundamental prerequisites to effective agency, based on the adage "if you
have no information, you have no product sale” (Development systems Corporation 1983). More

specifically, the necessary market intelligence can be broken down into the following arcas:

®  Knowing the owners: Thorough market knowledge involves knowing who owns the buildings and
the land in the locality. Ideally, a good agent should generate ownership data on every potential
development of redevelopment site, for sale or not for sale, within his/her interest arca.

Marketing Real Estate in Addis Ababa R



o Knowing the tenants: An able agent will gather as much mtormation as possible on tenants, large
and small, operating within the market arca. Partcular attention bemy, pad o existing major
tenants or high potential tenants. Tenant mteligence should go beyond knowing names to
knowing why a tenant s there. Why did a tenant signa lease on one buillding and not on
anotherz What 1s the critnical location and site cntenon for the tenantz Does the tenant rely
heavily on street pattemns, demographics, signage, and skilled Tabor?

o Knowing the deals: 'I'he acute agent will know about all important deals transacted i thewr terntory,
Such deals define the econonmic character of the market, determming, the level and pattern ot
leasing and selling values. The informaton on current and recent deals s nor always casy to
uncover, bemg a matter of confidentally hetween the parnes mvolved, but a good relanonship s
imperative between fellow agents and existing prospecnve tenants and purchascrs.

o Kuowing the property. Understandig the physical land and property mventory of an arca s the
comerstone of agent's practice. Knowledge of the types of property i a given area, the amount
of each type, the special features of parncular properties and the plans for new projects s
essential.

o Knowing the competition: From the viewpomt of the agent, as well as the client developer, it s
important that he 1s aware of who else 1s i the market, and what size share of the market they
are likely to absorb. Besides market share, it 1s always wise to know how the compeution 1s

operating, its strengths, its weaknesses and its marketung strategies (Development Systems

Corporation 1983).

2.1.1.1 Types of Agency
There are four essential bases upon which an estate agent may be instructed to sell a
development. These are:

o Sole agency. A sole agency arrangement is one in which a single firm s instructed to dispose of

a property. Preferred by agents because, if they are successful i selling the development
scheme, then they receive the full measure of commission. A nomal fee would be 10% of
full annual rental value for letting and between 1.5 and 3% of agreed price for a sale.

o Joint agency. Where two agents are instructed by a developer to collaborate i the letting or
disposal of a property, a joint agency is established. This arrangement is most commonly
used in the sale of provincial property where national and local coverage 1s required, or in a
scheme of mixed development where specialist marketing of particular components is
thought desirable. It is also adopted where a property 1s considered especially difficult to sell

and an element of competition is felt advisable, or where one agent has introduced a

Marketing Real Estate in Addis Ababa B :
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development to a client on the understanding that they will at least share in the agency, but
the developer requires the marketng skills of another fieme Although fees are negotable, i s
probable that the developer will have to pay up around one and halt tmes the normal fee,

divided by the two agents by agreement.

o Sub-agency. It 1s always open for an agent, unless mstructed otherwise, 1o appomt another
firms as subagent to assist m the markenng of 4 particular property. The mam difterence
between sub-agency and jomt agency s that the responsibility to the chient rests with the
principal firm in the former case and commussions tend to be higher in the latter.

L]

Multiple agency: When several agents are mdividually mstrucied 1o dispose ot a property and
commussion is only payable to the agent who achieves the sale, a multple agency s formed.
Resort to such form of agency s not nomally taken i the marketing of development
project, because it mvanably leads to a confused marketng campaign, abortve costs and

suspicion on the part of potennal purchasers that for some reason the property is difficult to

sell.

As already mentioned, some development organizations sometimes opt to perform the agency

function themselves, which is usually the case in our capital Addis Ababa. In such circumstances,
" " % . . Ry 1 i . o .

an "in-house” team will assume responsibility for the promotion and disposal of a scheme.

However, it should be recognized that established firms of estate agents are bound to be morwe

mformed about, and have wider access to, both property and busmess requirements and

opportunities. Only very rarely does it benefit an individual developer to market a project entirely

on its own.

The role of the provincial agent has also taken on a greater importance over the past few years in
the field of development. Although major national firms of estate agents can offer unrivalled
services in respect of the potential national and international occupancy market, and can also
supply certain specialized support services such as rescarch, planning and funding, local firms
situated in major regional centers also supply invaluable expertise. The provincial agent tends to
have a deeper knowledge of local marckets, better information regarding the availability of
suitable sites, a heightened awareness of the true state of prevailing planning policy and practice,
and favored msight into the performance and intentions of local businesses and landowners.
Furthermore, they will often have a supenor understanding of local values and retums, being
prvileged with the precise details underdying local sales conducted by private treaty. At the letting
stage they will also benefit from the accumulated experience of enquiries received across a whole

range of properties over time, giving them a good idea of the vagaries of the market. Their ready

Marketing Real Estate in Addis Ababa 9
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availability to react to enquiries and respond mformanvely to questions regarding local services

and conditions 1s an obvious advantage

2.1.1.2 Rules and Responsibilities
The procedures dictated by statutory mstruments are wide rangmg,. But in so facas they touch on
agents dealing with clients, they essentally fall i to two arcas: the course of action to rake as

soon as client-agent association begins, and the conduct required as that relanionship progresses.

As one leading authonty m the ficld explams, agents and developers now face a crimmal otfence
of stact hability (1.c. one m which the prosecution need prove nether mtent to deceve nor even
negligence), subject only to the possibility of avoiding convictnion where the defendant can prove
that all reasonable steps and due diligence have been taken (Murdoch 1993) What s requared s
any information given should be accurate, or at least not false or nusleadig, The detaled degree
of care that must be taken over such marketing tools 1s nor as yer clear, but considerable caution
will have to be exercised with sales ads of this kind, and repular updatmp undeaken: The
measurement of floor areas and rooms, whether relating to commercial or residennal properties,
requires particular care, and resort will mevirability be made ro that ubiquitous  caveat
"approximately". Whether regard to disclaimers, however, most authornties advise that they must
be applied in as bold, precise and compelling a way as the statement to which they rwlate.
Developers and agents of good standing will have nothing to fear from such legislation, bur the
more responsible representatives of property mdustry sull call for the laying down of mmimum
standards of competence and experience, with many preferrng a full system of licensing or

registration.

Above all else, successful marketing in the property world depends upon confidence and
credibility. It is distressing to record the lastng gratitude that both joumalists and politicians
afford to estate agents for keeping them from occupying the lowest position in repeated
professional popularity polls. Nevertheless, in the commercial real estate markeung field, the
winning and retaining of trust and confidence by client organizations, whether vendors or
purchasers, s crtical. It is worth noting here that such regulations that particularly cater for the

real estate industry are not yet drafted for the Ethiopian markert.

Marketing Real Estate in Addis Ababa - - 10
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Current pressure on estate agents to let or sell their chients” buildigs s leading to a much higher

2.2 Marketing Functions

degree of sophistication i the way development properties are markered. In addition, as more and
more commercial floor space comes on stream and disposal becomes ever harder to cftect, so the
realization that getting the product nght m the fisst place grows even stronger. Consequently,
however faddish it might scem, the property wordd must gam a bener undesstanding ot the
procedures and functions of marketing, and at the same tume learn from the array procedures and
functions of marketing prnciples and practces thar have heen developed i other sales markets,
hence the motivation for this project. In stating this, however, it should be appreciated thar the
.
marketing of planned new developments ahead of construction breaks many basic marketing rules, in
that a potential customer cannot test and expernence the qualities of a product prior to purchase. The
reputation of the developer and the climate of good will created between those mvolved mn a

potential sale or let becomes a crucial factor n the marketing campagn.

2.2.1 Marketing Tools

-_ . . . - . ~
A uscful classification of the four key tolls of the markenng man are provided as follows:

o Market research and information: 1t 1s suggested that for the purposes of the estate profession those
two functions should be distnguished, because the term "rescarch” 1s used by most major firms
of estate agents simply to desenbe the collection of larpely retrospective statsties that show
trends and can be used for producng forecasts, whereas market rescarch i the true sense s
descrbed as an “action onented procedure” aimed at informing the developer of a marketing or

advertising plan,

Advertising. ‘This 1s process of spreading mformation by preparng and placing paid-for material

such as space in newspapers and journals or ime m the broadcasting media. Advertisements uru

always identifiable with their sponsor or onginator, which is not always the case with other forms
of promotion or publicity.

Promotion: Covers those marketing activities, other than personal selling, advertising and publicity
that stimulate consumer's purchasing and agents' cffectuveness such as  displays, shows,
exhibitions, and various non-recurrent selling efforts not in the ordinary routine.

Public Relations: The role of public relatons 1s to establish and mamtain undesstanding and
goodwill for the development organization's product and services, activities and operating
policies. In this, it 1s not only concerned with communicating for marketng purposes, but also

for the broader purpose of creating a favorable atmosphere within which the organization may

operate successfully.

Marketing Real Estate in Addis Ababa o D




3 2.2.1.1 Marketing Research

1 The whole process of real estate essentially starts with market rescarch, the goal of which is to project
L the rate of absorption for a particular property product based on the supply and demand for similar
properties in a specified market arca. Conducted at the outset of the development process, the

developer secks to wdenufy an untulfilled market need that might feasibility be met on a specific site.

If the signs arc promising, a formal market study mught be commissioned and a marketing plan of

campaign prepared.

The starting point of any marketing plan of campagn 1s the dentificanon of the target groups of
possible purchasers. Rescarch s, there fore, essential, and 1t s really only mrecent years that some of , |
the leading firms of estate agents and a few of the major property development companies have |
committed themselves to the senous analysis of the markets m which they operate and consideration
of the buildings they produce and sell. Unfortunately this trend s not nonced i the Addis Ababan

context.

1]

It must be said, however, that certain picces of published rescarch are m fact just so much window

dressing. The compilation of crude vacancy rates for partcular sectors, for example, says very little

J

about market performance or prospects except at the most superficial level. Broad indications of

rental value across wide geographical arcas might be uscful promotional matenal for the firms

I

concerned, but cannot be held to contnbute greatly to a better understanding of the property or real

estate market. Effective marketing increasingly will depend upon more rigorous research into

o

underlying conditions and determinants of demand and supply i the real estate marker.

T

In practice, marketing research is usually concentrated on a few recurrent problems, often on a
continuous basis, which may be grouped as follows:

Up-to-date-market knowledge

0

e The size of the regional and local markets for particular kinds of property, normally measured mn

floor space for commercial sectors and dwelling units or habitable rooms for housing
j :

Past patterns of demand and underlying cconomic, social, political, legal and technological

— factors that are likely to affect future levels of demand, together with and mdication of the

1
J

timescale mvolved and any cyclical variations.

4 e Buying or renting habits of consumer, along with an appraisal of the possible changes in attitude
y and behavior by both customers and funding mstitutions that might take place.
e Actual and potent ional market share commanded by the development real estate organization,
r— and a breakdown of the market shares of major competitors.
- Marketing Real Estate in Addis Ababa 12




General appreciation of past and possible future trends m hroad socio-cconomic terms coverng
such matters as population change, nanonal mcome  and expenditure, sales and output,
avatlability of finance, construction industry performance and  legslative performance  and

legislative or political change.

Overall policy and tactics

* An exammation of competitive prncing structures and practces, lookmg at where, how and ar
what cost competitors promote and advertise their properties.,

* A consideration of how marketing costs compare with other costs and with COMPCHIVE COSES,
and what c¢ffect any lettings differ by dimt of locatnon or type of use, and why:.

* An evaluation of the probable effects of any radical change ' the pricmg structure of the
developers' or compentors' property.

e Anapprasal of the effect of promotional actvity, lm)kmg at the effecnveness of ;ulvcr!ising copy
and placement and the result incentive schemes to both agents and purchascrs.

The product

®  What is the company’s reputation or image for producing quality buildings and providing a good
service to purchasers?

* How are previous developments thought of and used, and what features are found to be most
important by occupicrs?

* Should any changes be made to current or proposed development projects m respect of design,
layout, materials or services?

®  What property management, legal or planning resteictions mught mhibit the ready sales or letting *
of a development?

* What are the strengths and weaknesses of previous development schemes constructed by the
company and by its competitors?

Primary and secondary data

® The data collection phase of matketing rescarch draws on two main sources of information,
which are distinguished as primary and sccondary sources, or alternatively desk and field
research.

* Secondary sources are those that already exist, but consist of data collected for purposes
penpheral to the main line of research inquiry in hand, so care must be taken to ensure that the
information is relevant, can be adjusted to the present problem and is reliable.

L]

There are internal and external secondary sources. Intemally, agents and developers will have a

mass of martketing information available from their own records, and although it is not always

collected systematically or in the most appropriate form, modem computerized data-processing
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systems are making the access to and extrapolation of suitable mtformanon casier and faster.
Fixtemally, there s a growmg wealth ot pubhshed miormanon trom other agents, consulrants,
professional bodies trade associations, rescarch organizanons and government departments.

Secondary sources should be consulted betore primary or ongmal rescarch s undertaken.

e Primary or ficld research will usually cover the potental market denand, occupiers’ preferences,

the precise charactenstics of the actual or proposced development, the terms of sale or letting,
and the methods of advertismg. Orgimal data ot this sort may be collected by obscervaton,
experimentation or survey. Observation depends heavily upon the skill and objecnvity of the
observer. Expenmentation s rarely appropriate to the property market. And survey can be nime-
consummng and expensive

Marketing research process
Although rescarch projects i the property development market are not susceptible to a single
and inflexible sequence of steps, the followmg procedure s a useful guide (Giles 1978):

e Dechinition of the problem, a step of the greatest importance, and one treated o a cursory way

too often.

e Specification of the information required.

e Design of the research project, taking nto account the means of obtammng the mformation, the
availability and skills of staff, the methods to be used and the tme and cost mvolved.
e Construction and testing of any surveys, UCSHONNAICS OF INLCIVICWS.

e Execution of the project, with arrangements for a check on the reliability of data collected.

Analysis of data.
e DPreparation of report and formulation of recommendations.
However, it should be recognized that marketing rescarch neither provides a panacea nor

guarantees success, but it does assist in improving the quality and confidence of decision making.

2.2.1.2 Marketing Strategy

Over the past few years there has been a significant shift towards the devising of more formally
structured and deeply considered marketing plans for proposed development projects. The
advantages of a more rngorous planning process are that diverse marketing activites can be
coordinated, crisis management can cither be avoided or reduced to a mmmum, measurements of
performance are easier to conduct against known standards, corrective measurements can be applied
in sufficient time when required, and participation by all those involved can encouraged with

improved commitment and motivation (Giles 1978).
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It has been stated that a marketing plan tor property should be much the same as for any other kind

of product, i that it needs to.

. stave to create the tangible from the mtangible and present a concept that will stmulate the
imagmation of the potental chent oo This sumple need becomes more dithicult to achieve as the
weight of communicatnon channels and the mateoal sent to them mereases cach vear (Watts TOR2)
Accepting that the alliteration s a gross over-sumphfication, a tavorte way ot remembermy the key
variable that form the basis of markenng strategy and mixos known as "the four Ps" namely:

e DProduct

e DPrice

e DPlace

e Promotion
A preferred means of descnbing the most important steps i prepanng a marketng plan to take
account of the key vanables mvolved i marketng operations can he more fully stated as follows.
Select the right team
In identifying, anticipating and satsfyng customer requicements, profitabidity-the very nub ot
marketing-it is essential that all those mvolved i the ennre process of development, from inception
to completion and through to management afterwards, are selected with a view of optmizing the
collective effort of the professional team. The chenustry between those direetly concemed with
design and construction and those specifically responsible for the actual marketing campaign must he
rght. [t is not productive, for example, to have an architect who s cither oblivious or unsympathetic
to the advice of the agent, or to have an agent who is uncomprehending or hostile to those designing
and building the project. In the past the formulation of marketing strategy has all too often been left
to the agent acting alone, and invanably too late in the development process.
Identsfy the target groups
Properly conducted marketing research as outlined in previous sections should have identified the
general categories of occupier that might be interested in the scheme in question, and hopefully the
actual manufactunng, trading or business organizations who are cither activity looking for new or
additional accommodation or who might conceivably be enticed into taking or moving premises.
Often the most difficult task is to identify and reach the person within the organization responsible

for taking the decision.
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/lgnee the message s lralegy

This involves deciding on how best to present the specal sales charctenstces of the bulding, s
situation and wider surroundings. In the rather "whizoword” nddled wodd of marketng, this s
known as creating the "unique sclling proposinon™ or "USP"and s concerned with striving to
convey a concept that will sumulate the imagmanon of the potental occupier or purchaser. The
overnding aim in designing general and specific "USPs" should be o see the whole strategy i terms
of how it might benefit the eventual chient. This nught seem atntle obvious, but somchow agency
practice, even in developed countnes hike the UK, has been extremely slow n breaking away trom a
fairly standard and somewhat impersonal property-onented approach towards a more ongmal and
individually directed user-based approach.

Write a communication plan

Having established the broad "message” about the property thar necds to he conveyed, the next step
is to plan how best 1t s commumicated. Any "communications plan” wlile usually combme a variety
of direct and indirect selling techniques, called the "markcung mux", all of which require careful
orchestration. Dircct methods such as the use of brochure, personalized maill shots, tarpered
circulation lists, exhibitions and apgens’ cecepuons waill need o he synchromized with wnduect
methods nvolving national and local media, side advernsing and contact networks withm the
property industry. Again, these techniques may scem patent and  familiar, but the carly and
coordinated planning 1s often mussing. There s also a posinve wealth of face selling expertise
accumulated in other fields of marketng that has lam largely untapped by the property profession,
and might with advantage be explored and exploited.

Ensure follow-up activrty

There are two distinct aspects to following through on the commumications plan. Fiest, there are
those endeavors that have to be made to stimulate only very muld expressions of mterest. And
second, there are those efforts to convert strong mterest nto an actual sale and subsequently keep
the purchaser content. With the former, an agent marketng a real estate property should be aware
that there are several kinds of barriers that may block their ability to communicate and must be
overcome, or at least lowered. Those are personal barriers, ansing from the fact that individuals
differ, and different people have to be approached in different ways; organizational barcriers, thrown
up by administrative structures and hierarchies, so that finding the right person and presenting the
case in a corporately acceptable manner becomes even more vital; and mechanical barriers, which
exist because some organizations lack the proper points of contact and channels of communication.
With the latter, translating a positive response into a trouble-free transaction, should simply be
matter of competence and professionalism, keeping the customer informed about progress and

handling all inquires and negotations promptly, cfficiently and pleasantly.
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loree a budger

Ascertaning an accurate fipune for the toral cost of marketng for eal estate development s an

extremely difficult task. In the first place, however, there s need fora plan m order to deternune a

budget. From this plan can be extracted the vanous marketing actuvities that are proposcd. It has

been suggested that the following process be adopred (Miles cral 1991):

e A plan s formulated o promote the product i the tarpet market by the developers and ther
agents as carly as possible i the development process

® The plan typically begins with a descniption of the product and the targer market, based on
carlier market research including statements about how the product will he attractive to be the
target market and how those responsible from macketng will reach thar marker

* As more detail emerges, an extensive checklist of possible activities with in cach carcgory of the
marketing plan is prepared excludimg no reasonable ideas.

® A realistic cost estimate for cach marketng actvity on the checkhist s compiled, sparng no
expense at this stage.

® The mitial total cost estimate s then serutinized and parcd down by exanmmmg closely and
squeezing tightly every item. Fach activity must justity atself, deleting ngorously those that do
not, so that, although the net is cast widely, only the best of what is caught is kept.

e Some of the items in this process might be one-tume mvestments, such as fittmg out a show unat,
and might last the life of the marketng campaign. Whereas others, such as brochures, might
have to be replaced penodically. Sull others will recur contmually, such as media charges, which
could keep mounting as the campagn mtensifies.

L

The grand total is estimated; having predicted how long a presence s required m the market and

taking account of likely absorption rates.
g Y |

Another approach, which can be used as a check on the above, is to pose the question of how many

new contacts will have to be made and cultuvated in order to generte suthcient positive esponses o

achieve the predicted absorption rate? The cost of marketing those contacts can then be gauged.

Commercial property marketing relics heavily upon this "prospectng” approach, whereas residential
sales rely more upon general advertising (Miles et al. 1991).
Yet a further budget procedure has been described, termed the "task method" and based upon a
four-stage process:

= Market (What is it? Where is it?)

= Message (for that market)

= Media (most effect and most direct)
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- Measurement (cost effectivencess and results). (Cleavely 1984)
This task method requires obecnves 1o be stated that marketing budgets for property development
disposals are gencrally based upon the experence and judgment of the developer and marketing
consultants involved. Moreover, it s important that a high degree of flexibility is afforded to allow

for the unexpected n the market.

2.3 Methods of selling

An agents' pnme objective 1s to sell or let property for the highest price or rent available m the
market, not to pursuc his/her own subjective assessment of value. To achieve this, the property must
be freely exposed to the market m an orderdy manner. The most approprate method of selling a
particular property largely depends upon the natre ot the prenuses concemed and the prevailing
market conditions. Four basic methods of property disposal can be distmpuished.

JPrivate treaty J

Straightaway, it should be stated that the vast maonty of all sales and lettings o all the overall
property market are normally conducted by pavate treaty. There have been penods when external
conditions i the market have encouraged such practices as rental tendenng, and formal and mformal
tenders and public auctions are always popular for certan scctors of the market. It has also been
known for vanous kinds of mformal tender to be used to resolve difficult and competing
negotations, but such recourse 1s rare. Povate treaty 1s therefore, the most prevalent method of
selling property across all sectors of the development marker. It simply mvolves the setting of an
asking price or rent and negotiating to achieve it. As floor space i most conventional development
schemes, either proposal or completed, 1s bought and sold between property professionals, the basis
of assessing a reasonable level of capital or rental value s likely to be very broadly the same.
Therefore, so long as the developer and his agent have set the asking poce, all should be well.
However, there are two main exceptions in the real estate world where sale of land or buildings
possessing development potenual, but pror to development taking place, where offers will be
determined by many vanable and unpredictable factors; and sccondly, where the market is especially
uncertain or volatile. Sometimes, much to everyone's surprise offers massively exceed the asking
prices.

Public auction

This method should, in theory, ensure an orderly market, for, if the property has been properly
advertised, it should attract everyone with a senious interest and force them to reach a decision in a
competitive atmosphere and with no opportunity to withdraw. The preparation of particulars is
critically important with this method of sale, because they must be detatled and accurate, yet enucing,

The overwhelming drawback in selling agreed or completed developments at auction is that the
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major financual mstitutions are rarely mterested in buying at auction. Morcover, they are normally
unwilling to provide a firm commitment to a developer wishmyg, to buy potential development
properties at auction, unless perhaps the value of the existing buildings 1s less than, say 32 mullion,
and only then 1if most of the uncertamties about the proposed scheme, particularly with respeet to
planning permussion, have already been resolved.

[ormal tender

The formal tender, whereby prospective purchasers are invited to submut sealed bids on or by a
particular date, 1s similar to the auction i that all the bids constitute contractual offers that, if
accepted, are binding. As with the auction, it 1s essential to reduce uncertamtes to a minmmum, and
preferably to obtain planning consent beforchand. This not only takes time, but however assiduous
the vendor and his agent, there can be no guarantee thar the consent obtamed is the most valuable
possible, and prospective purchasers will bid for what has been approved and not what they think
they get. The great advantage of the formal tender is that the highest possible bid for the property
should be attracted, whereas at auction even an espectally keen or special purchaser only has to
exceed the second highest offer. As has been stated by Armon-Jones (1984):

‘Formal tenders are particularly attractive for undeveloped land where the plinning, situation s
quite straightforward. Most house builders have adequate finance and are well geared up to
acquire residential building land at tender, but bidders for industrial and commercial sites
nomally require funding from mstitutions and, quite reasonability, institutions are reluctant to
enter into founding commitments until the site is secure.’

Informal tenders

The informal tenders method involves the selling agent inviting single and highest bids, subject to
contract, form prospective purchasers attracted by an initial marketing campaign. Because there is an
interval between the acceptance of an offer and exchange of contracts, the method is said to be
vulnerable to the successful bidder trying to renegotiate the offer once other tenders have been
disappointed and possibly withdrawn. Nevertheless, it is argucd that in spite of this weakness the
informal tender is often the best form of sale for the disposal of development sites. So long as the
procedures are clearly established and abided by, full and consistent information given to all potential
purchasers, confidentiality maintained between the parties regarding the various schemes proposed
prior to tender, satisfactory financial assurances obtained and a package of relevant legal documents
circulated to all serious bidders shortly before the closing date, most of the problems can be wduced
or eliminated (Armon-Jones 1984). However, the method does depend upon a high degree of trust

and respect on both sides.
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2.4 Market Segmentation

It is almost goes without saying that the property marker s highly diverse. Not only does this apply
to the rich variety of occupational market 15 seeks to supply, but also to the varying requirements
within those markets, the different sales techniques appropnate to different sectors, the inconsistent
attitude of differing client bodies and the dwergent approaches taken towards marketing adopted by
individual estate agency practices. The most notable sepmentanons are shops, offices, ndustoal
property, and residential property. Since this paper s about residential property, a brict mennon
about some of the most notable charactensncs this sector ot the market s approprate and s

discussed as follows.

At the outset it should be appreciated that residennal development of any scale differs m one major
respect from commercial property development i thar almost all volume house butlders tend to
employ their own sales teams, and have recourse to estate agents as asecond ine of support, if at all.
Because of this, advertising assumes an even more important role m the marketing of housing
estates, for there is no network of agents as with the commercial sector, and not the same degree of

high street representation as with the second hand house market

Prior to development, whoever is responsible for marketng, having established the basic demand tor
accommodation in the locality, the suttability of the locality, the amenities of the arca and the extent
of likely competition, is well advised to study former residential sales records moan attempr to find
out why any cancellations took place. Non-buymg atttudes are concal m the residental sector.
Advertising studies, conversely, can show what features and what kind of presentation 15 most

cffective in generating interest in a particular development.

The usual method of marketing employed nowadays by the major house builders is to fit out and
furnish one of the completed properties in a scheme as a show house. This will then be staffed up to
six and half or even seven days a week, remembering that the majonty of sales are ntroduced over
the weekends. The advantage to the house butlder is that the rest of the development can be
monitored by their own agent, any damage can be made good immediately, access and response to
inquires is almost instant, all the energies of the sales force can be devoted to the one scheme and, in
the case of phased development projects, mformation on reactions and probable market trends can
be fed back to the design team. With show houses, it 15 always worthwhile laying out the garden to

high standard and making sure that water and heating systems work cfficiently.
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In the residential sector, the role of aggressive promonton and marketung s probably most telling at
cither end of the market. Luxury housing, which s observed to he the tiupet of some f not most of
Addis Ababan real estate developers, 1s a volatle and unpredictable product. Well targeted, skallfully
presented and extensively pliced advertsimg, can weap enormous dividends, for s really oo matter of
reaching and attracting individual purchasers to whom margmal amounts of money at or around the
asking price are of hule consequence once they have deaded that they want the house or flat m
question. High-quality design and finishes, combmed with an clegantly fumished and fitted show

unit, are also an essental mgredient in successtul luxury developments.

At the other end of the market, competition rages to attract the first-tume buyer. A key element of
marketing strategy for first-time buyer of housimg is the availabiliy of mortgages. Virtaally all the
major house builders have agreements with one or more of the man building societies, giving, ready
access for potential purchasers to mortgage finance. Those block allocations are a particularly
valuable marketing tool when high demand causes mortgage queues and lending restrictions make it
especially hard for first-ime buyers. Other inducements offered as part of a markenng package often
include one or more of the followmg:
e Payment by the developer oflegal fees, survey fees and stamp dury
e Payment of a mortgage protection policy for, say, two to three vears to case the burden of
worry; this has been extended by at least one volume house-builder to the raking out, on
behalf of the purchaser, of a personal protection policy against possible redundancy
e Provision of items of household furniture and equipment such as cooker, washing machine,
refrigerator, fully fitted units and carpets; n some small starter units this can even reach to
chairs, tables and beds

e Removal expenses

e Subsidized mortgage repayments for up to one year

e Repurchase at guaranteed levels of value

All these concessions both help the developer’s cash flow and give momentum to the sales drive. In a
mixed development, moreover, the early sale of the smaller units may prove a useful catalyst in

stimulating interest in the remainder of higher-priced in the scheme.
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2.5 Selling Techniques

It has been stated that there are no new methods of marketing property and that all that exast are
refinements of long-established techniques (Butler 1982). As with any busmess venture management
skills count every bit as much as the product, perhaps even more so with the marketing of property
developments. For given similar buildings, roughly the same location and dennical promoton
budgets, apart from the uncxpl;lincd foibles of the markets, differences could be attributed to the
personal qualities of those managmng the marketing campaign. Nevertheless, a hasic understanding of
the techniques brought to bear by estate agents i selling floor space 15 an essential part ol the overall

management of development projects.

Public relations

Public relations is 4 form of untargeted promoton amed at the pubhc at large. The best generator of
good public relations is ultimately the quality of the real estate development itself. Nevertheless, it s
important to recognize that property development is rarely a popular activity to those i proxinuty of
' a proposed project. They often view development schemes as hewy, physically mtrusive, socully
. damaging and a thrcat to property values, Therefore, the sensinvity  with which  property
development proposals are handled can greatly affect the acceptability and hence the feasibility of a

project.

FaT—

The very way in which the developers present themselves, the company and the retamed consultants

1

to the political representative, professional officers, the press, mrerested partics and the general

I

public can all contribute to fostering a favorable impression. Supplying full information and readily

responding to criticism in a sympathetic and constructive manner further assists in creating an open

.

and positive climate of opinion. Some developers establish an information office on the site or near

the projects, hold exhibitions, make presentations, conduct their own consultation exercises and

l produce a regular newsletter regarding project progress. In fact, every aspect of the selling process
il described below should be seen as part of a broad public relations campaign aimed at merchandising,
[‘ the development property.
. Brochures and particulars
This technique is widely used in Addis Ababa. Naturally, both brochures and more simplified forms
] of property particulars must descrabe the intended or completed development and convey all the
E details that a potential occupier might require. Normally this will include some or all of the following:
7 o A geographical description of the general arca, which identifies the precise location of the site or
E building
3 Marketing Real Estate in Addis Ababa : 2




Communications facilities such as toad, ral, ae and water transport to and around the scheme

e For some kinds of development a et socal and cconomic profile of the area s advisable,
covering such matters as shopping, housing, cducation and recreanonal facilines, as well as the
presence in vicunty of leading commercal orgamzanons

e Property particulars describing the accommaodanon, gwving arcas, hewghts and specification

e Adescnption of the services supphied to the buidding, such as gas, water, cablhing and electricity

e The nature of the interest bemng marketed, together with a board explananon of the lease terms
and a declaration about the existence ofany restrictions to tenure

e Anindication of the price or rent being sought

Who, how and where to contact for more information, assistance or appomntment to view

o A saving or disclamer clause to protect the agenr and the developer, which nmught be along the
following lines:

The agents, for themselves and for the vendors or lessors of this property whose agents they are

given notice that plans and drawings are forwdentfication purposes only and do not form part of any

contract. Measurements and arcas are approxmate and although helieved o be accurate an mtendiog,

lessece or purclmscr must satisfy hamself as 1o thew accaracy. No u-slmu.\‘llnluy 15 taken for any error,

omission or misstatement in this brochure, which does not consttute or form any part of an offer or

contract. No representation or warranty whatever s made or given i this brochure or dunng any

negotiations conscquent thereon.

Vogues and style in brochures have changed over the years, from the crude letting brochures of the
1960s, through to some of extravagant productions of the 1970s and 19805, to the full color, expertly
designed and professionally lud-out publcauons of today. Liven those are bemng edged our or
supplemented by audiovisual cassettes and tapes. Nevertheless, the brochure s likely to remain an
important marketing aid, and great care 1s now given to the presentation of mformation, so that
prospective purchasers or tenants can assimilate the relevant facts quickly. There has also been an
increasing emphasis over recent years on the use of good graphic designers, artists' impressions for

new development, and specialist photography.

As with direct mailings (discussed below), it 1s vital that the brochure falls mto the rght hands. It may
be necessary to produce more than one brochure dunng the course of marketing a development

scheme. It also pays to attach a reply-paid card simply requinng interested parties to tick a box if they

would like to receive further details.

Marketing Real Estate in Addis Ababa o S ' 23

g
el




e

—

"

P—

B— e g— =

»

 —

Press advertising

Press advertising obviously is arranged at reaching the potential occupier or his professional advisers.
They will, however, usually have different reading habits. The property professional s fairly
predictable, and scrutiny of the real estate journals Tike Fstates Gazette m Bratam, s something of a
time-honored ritual for the commercial agent. The potential occupier s more difficult to define, and
the agent must attempt to gauge, which professions, business or trade might be mterested m a
particular property or umt. Agents often prefer to desym their press advertising to - facilitate a direct

response by mcorporating a reply form to be filled outand returned

Commonly, agents have recourse to speciahst advertisig agencies, although some of the very largest
firms have established their own m-house advernsmg departments. The better advertisements stand
out from the crowd and break through the "nose™ of competng claims on the readers' attention.
The are to be characterized by beautiful photography orillustration and have stoking or unexpected
headlines and feature the building attractively or, i advertising language, make the product the
"hero" of the advertisement. The worst press advertisements are charactenzed, almost by definition,
by having nothing striking about them, and likely to put oft readers by virtue of the clutter. Poorly
laid out detail and unimagimatnve headlines and allustratons. Generally, morcover, featunnyg the
identity of the agents too promumently and yet also lacking a consistency i establishing a corporate

identity cnticized property advertising,

It is generally recognized world wide that the real estate market has become mcreasingly sophisticated
and developers far more aware of the power of the advernsement, i particular that potential tenants
and targeted agents are different markets requining different techniques. Some further comments by

leading advertising agencies make contradictory pomts about advertising culture:

e Good design and clever ideas are not enough to sell a product-you've got to understand what 1s
important to the audience.

e The biggest mistake is to go for too complex an image. [t needs to be simple to survive what s a
very noisy environment.

L]

You must not be afraid to be bold. The property press has been flooded with run-of-the-mill
building adverts with square footages, agents' logos and piles of shopping bags. Your advert has

got to be different.
e Any advertisement should be jazzy to look at, but it should be full of information.

Humor has proved a particularly rich source of inspiration for corporate communication via

advertising.

e A good picture highlights both the building itself and its chief asset, its location.
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*  Because we are always overestimating the importance of product, accepting that the product can

take sccond place to concept allows talkimg about somethimg other than the ae condinonmg, or
hghung. (Hall 1993)
One of the frustrations facmg, the adverising industry, however, s that the relative success of
different approaches s difficult to quantify and largely remams a matter of speculation. Alongside
press advertsing s ceditoral coverage. It otten pays to keep journabists mtormed for marker
developments, especially for major or unusual schemes. This is best done in the form of a press
release accompanied by a good monochrome photograph with capnion and forwarded personally to

the appropnate joumalist.

Direct muiling
This form 1s used rarely in Addis Ababa. The use of carcfully targeted mail shots has become an
internationally popular form of marketing communication. The mam advantages are that: it enables

direct contact to be made with individuals in the tarpeted occupational group; it 1s highly selective

and 1t avoids unnccessary circulation; it docs not compete at the same tnme with other advertisig

message; it s flexible i terms of peographical area, frequency and design: and s relatvely quick

and cheap to produce and distribute.

Mail shots are normally used to support a wider marketing campaign, and should be released to

coincide with other advertising ploys, but they may sometimes he the sole method of promotion. It

must be remembered, however, that the bulk of direct mail letters end up mn the waste-paper basket.

They must, therefore be simply but compellingly written, preferably well illustrated and addressed to

a named managing director or finance director marked "personal” to circumvent over- protective
secretances.

Moreover, it should almost go without saying that direct mail is only good if a professional person

undertakes a rapid follow-up. This is normally done over the telephone, i which context it is worth

quoting one agent who states:

I have almost completely abandoned direct mail. Although the cost of telephone marketing 15

considerably higher, I have been able to persuade my clients to pay because personal tarpeting s

assured, there 1s 2 100% contact rate, a known response level and it 1s casier to mremret levels of
interest. (ibid.)
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Despite the widespread use of the word processor and the mcreased facihity to "personalize” letters,
however, it is quite possible that the cffectiveness of the traditonal direet matl shot will dimanish.
Nevertheless, good clear and precise covenng letters accompanying other mailed particulars will

always be an important marketing tool

Stdeboards and hoardings

Perhaps the most familiar marketing aid 1s the agent's hoard, providing on the spot advertising of
availability of property. It is also common here m Addis Ababa. There s a endeney, however tor
development sites dunng the construction penod 1o he weighed down with ajumble of different
boards - architects, bullding contractors, enginceers and quantity surveyors, as well as developers and
agents. In marketing terms they achieve little or nothmg, even when sensibly grouped as a smgle
display, unless considerable thought is given to their function and treatment. Morcover, there s often
the lingering suspicion in the mind of the chent developer that the board on a completed building

does more to promote the image of the agent than at does the identty of the development.

However, the contrnbution made by sale or letting boards to the overall marketng campaign should
not be underrated. On a new development such boards can be used not only to state the details of
proposed buiding or buildings under construction, but also be employed as a linking display
descnbing the program of work and the progress to date. Casual visitors to the site may well be

potential occupiers, and be converted into actual tenants by the continumg advertisement.

Over, the past few years it is obvious that much greater care has been expended upon the design and
location of sideboards by some leading property development companies. Dignified artists'
impressions and stylishly presented wording can only help to enhance both the perceived quality of
the building and the corporate image of the developer. Nevertheless, it 1s important to ensure that

boards are regularly inspected and maintained. Otherwise the opposite reactions might be created.

The development in photographic processing offers much more scope for creativity and impact
the use of sideboards, letting boards and posters. Large pictonal boards can be produced as massive
enlargements of photographic transparencies or prints at a relatively little cost and can have a

physical outdoor life of up to 18 months.

Demonstration
The residential sector has long relied upon the tangible demonstration of its wares to sell property.

No estate development of any size 15 complete and properly ready for marketing until a furnished

and fitted show house or flat is made available for inspection.
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A modem surrogate for on site demonstrator s of course, the videotape. In producing these, as well
as with actual tours of mspection, 1t 1s worth recognang that there s a best way to show someone
over the property. Preferred routes should, therefore, be mapped out m advance, and so arranged as

to make the first and last impression of the real estate development the most favorable (Butler 1982),

For major schemes and for projects that are sensitive nature, an exhibition nught be necessary. Apart
from displays put on as art of the process of obtaming a planning consent, the majonty of exhibits of
real estate development projects are prepared as part of corporate promotons i hoth the public and
private sector. It should be appreciated, however, that the mounting ot exhibitions or, tor that

matter, the participation in exhibitions .)r}v‘;mr/ml by others, s ac ostly and nme-consuming, attarr.

Television and Radio

The use of commercial television to advertise property s still the exception rather than the rule. The
main reason for this is cost, i terms for both preparaton and presentanon of matenal. Despite the
expense, television 1s satd to offer wide coverage, to be an mtrusive medm that s well suited 1o
demonstrating a building to its best advantage, and to be capable of targeting regional audiences with

some PI’L'CI.\'I()IL

Local radio 1s being used faicly extensively for the advertising of property. Opmions vary as to how
effective it is. On the one hand, it 1s reasonably cheap, offers relatively wide coverage and can lend
itself to the creative and striking communicatnon of mformaton. On the other, although it night do
wonders for the agent's image, it can be argued that the transitory nature of the message 1s unlikely to

sell property. The right people rarely listen, except at the wrong time.

Incentives

Apart form the rational agents' lunch, and more recently agents' breakfasts and coffee mornings,
more and incentives seem to be on offer in the market. This 15 uncharactenstic of the Addis Ababan
market. Luxury cars, holidays abroad and add ional cash bonuses are all dangled before those who
can introduce a successful letting. At the same time, in a difficult market, there s a continuing
pressure to offer ever more attractive inducements to prospective occupiers. Rent free penods, low
starting rentals, fitting-out subsidies, reverse premiums and options to break are all employed at the
moment, as arc incentives dunng negotations to sccure a lettng. They should, however, be
introduced with care. For it has been pointed out that if a real estate property has been correctly
marketed and stands in rental terms on an equal footing with competition, then to use these factors
prematurely can often erode the base for negotiation. In addition, it 1s argued that very seldom is a

businessman lured nto the market place purely by marginal short-term financial inducements. [f the
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property is right, and the terms comparatively compentive, the deal should be struck notwithstanding
the trappings. Conversely, because they are known to exist in the market they become expected. In

any cvent, they should be properly costed ar the outset of the scheme, as should the reception held

on completion to launch the building onto the market, whether it has been pre-ler or not. This has
now become an important part of the promoton campargn, for the agent and founder as well as the
developer. Hence, it deserves careful attention. If, for example, 1wis a pure letting weeeption, the
mdividual public relations or those concerted with the property development should not be allowed

to detract form the essential marketing thrust.

Other approaches

More and more firms of real estate agents as well as developers and financial msututions are using

the service of public relations advisors. With their consumer-hased approach, the range and variety of

promotional activities are bound to increase. Marketing plans will be more professionally drawn up

and more pewsistently pursued. Special events and novel programs will become a more common

feature of property promotion and marketing,

T'he use of display maodels of a development, specul namng of a budldmg or the prant ol nammg

rights, the design of a compelling logo and graphics for a project, ground breaking, topping out and
opening ceremonies with attendant publicity the use of holograms i demonstration units, special

treatment of entrances and common parts cold calling of possible purchasers, and the dispatch or

presentation of novelties are all well tried selling techniques. More recently the possibility of using

“interactive" or "virtual reality" techniques has been explored by some property developers to market

their buildings, so that at the press of a button you can move around the premises and experience

different forms of finish, enclosure and fitting-out. However, it is costly.

Again, whatever combination of selling techniques is employed, the importance of effective follow

up activity cannot be stressed cnough. Few sales are closed quickly, and patience and perseverance

are nvariably required. Follow up should not stop once an agreement has been made or a deal struck.

It should continue between signing and moving in and beyond, into occupancy. The good name of

the developer and the reputation of the agent arc themselves integral aspects of present and future

promotion, marketing and sales.
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It should be the overriding objective of all developers operatnon m the prvate sector to ensure that

2.6 Developers' Viewpoint

the buildings they produce are marketable. They must, therefore, concentrate the muinds ot all the
members of the professional team, whether they are architects, engineers, quannty surveyors, builders
or whatever, upon the marketing aspects of the project. Thus, from the developers” viewpomt then

are several general factors that should be taken m to account m planning; the marketing campaign for

almost any scheme of development

The chotce of agent

The question of marketing and the selection of those who will e responsible for the chowce of agent

should be made at the carliest possible stage m the real estate development process. It may well be

that a potennal development site has been mtroduced by a particular apent. Alternatvely, a brm
might have been nstructed by the developer, or by a prospectve occupier, to find a suitable
development site because of their special knowledge of the land market moa gaven locality. In both
circumstances the agent concerned might wish to remam associated with the project and undertake
the sale or letting. Indeed, it would be surprnsmg if they did not And m the case of an mrroduction to

a site it is difficult to arrange otherwise. However, they may not be the best tiom tor the job. In

selecting the nght agent, several questions could be posed:

e National or local¢ A national firm of estate agents will have a broad coverage of markets and a

wide range of business and property contacts, but on smaller or more difficult development they

may not be quite so hungry for success. A local firm might be cager to perform, conveniently
available and familiar with the local marker, but they may lack the necessary knowledge and

network of commercial contacts and be unable to supply certan support services. Often a

combination of the two 1s the best solution.

Large or smallf Much of the same arguments as above apply to the size of estate agency firm

retained. It i1s remarkable, however, how many major developers are increasingly willing to

entrust the marketing of very large schemes to very small practices. Again, the answer 1s often a

joint instruction.

o Firm or individual? It 1s important to select and instruct agents with care to ensure that it is not just
the right firm, but also the nght person with in that firm who s fully responsible for selling the
property.

e Regular or infrequent? Although there are often compelling reasons for sticking with an agent who
has performed well in the past and has become accustomed to the mdividual ways of a given

developer, it can sometimes be beneficial to try out someone different. FEven in professional
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circles, familiarty occasionally can breed contempr, and ot s alwavs iteresting to- compare

alternative approaches.

Creneralist or spedalist? Certam estate agents gam a particular reputation for marketing expertise
special fields, either by sector or by peographical arca. Fyven with i such hroad catepones as
shops, offices or mdustnal prenuses, performance can vary. With very spectl types ol property,
such as leisure or hotel projects, it s a brave developer, or perhaps a toohsh one, who does not

avail himself/herself of special markenng advice.

To get the best out of an agent 1t 1s not only necessary to appomt them at the inception ofa project,
but equally essential to make sure that they are mvolved at every stage of the development process.
In this way, marketing factors are built mto the ongmal desipn and the agent gamns a decper
understanding of the nature of the property. Although this close collaboration throughout the penod
of development is bound to be to the benefit of all concerned, it s nonetheless imperative that there
should be clearly defined terms of reference and established levels of responsibility for marketing,

This 1s especially true where two or more agents are mstructed.

The Marketing campeaon
It is cardinal prority for both the developer and the agent o sausfy themselves that the markenng
campaign is properly planned and evenly spaced. As has been contended:

One of the worst offences 1s the momentous hest push, heavy  over-exposure and

comparative inactivity thereafter. Plan it so thar you have a senes of nudges rather than one

forgettable blast. (Butler 1982)

Another common failing among development companies is the tight allowance made for markeung
at appraisal and project planning stages. It is astomishing that, with the cnormous capital sums
involved and the difficult market conditions that prevail, how little money 1s made available for
marketing. The developer and agent should, therefore, agree on a reasonable budget for promotion
and marketing, remembenng  that smaller, less promment, buddings  will often require a

proportionately higher sum spent on selling them than do their larger, more splendid, counterparts.

As already mentioned, the contribution for the public relations firm to the promotion and marketing
of property development schemes has grown over the past decade or so. Although the cost of

rationing the services of a good firm for public relations consultants is additional to the usual agency

commissions incurred, it is worth the developer consideration of such expertise, particularly for those
projects dependent upon public custom. However, experence shows that it 1s advisable to negotiate

a fixed fee rather than work to their preferred quantum merit basis. It is also important to make sure
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that a good working relationship and clearly defined terms ot re terence are estabhished between the
estatc agent and the public relations firm, otherwise an clement of suspicion can erode the

effectiveness of both.

Naturally, a real estate developer will also wish to approve the proposed selling rechniques. Without
re-examinig the relanve ments or otherwise ot such methods ot selling as brochures, videos, press
advertising, direct mailing, sideboards, demonstranon units, television or radio, a developer should
have a basic understanding of the techniques used by estate agents i selling floor space. At the very
least it 1s necessary to select the nght agentin the fiest place. At hest, it promotes a healthy climate of

confidence between the agent and developer.

In any event, it is worth restating that there are really no new methods of markeung, property, merely
refinements of long-established techmques. But with any business venture where management skills
count every bit as much as the product, so s it with marketng of real property developments. For

given similar buildings, i roughly the same location it is the markenng campagns that make the

difference.

With potential occupiers becoming increasgly aware of their space requirements, it s iImportant not
to present marketing matenal m too naive, or even msulating, a manner. Morcover, 1f sufficient
thought is given early enough i the real estate development program as to what exactly is mvolved,
and where time and money is best expended, 1t may transpire that some of the traditnonal avenues or

marketing are not necessary.

Monitoring marketing

Once an agent has been instructed and a marketing campaign agreed, it is essential that the real estate
developer retain continuing contact with the agent to monitor progress. Regular meetings, at say,
monthly, intervals, should be held, preferably on site. Moreover, the client developer should always
insist that a written report on the previous month's actvity 15 submitted to hum pror to the meeting.
This would itemize all the inquines that had been made about the property, the names and positions
of those inquiring and whether or not any visit to view had been arranged or taken place, and with

what result.

Where appropnate, an explanation of why iquirers had not pursued thewr interest should be
included, together with a reasoned argument examining how sales and lettings have taken place n
what are seen as directly competing properties. This discipline 1s not popular with agents, and there

might indeed be occasions when excessive adherence to the routine becomes a hindrance. Flowever,
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formality 1s easy to relax, but difficult to reassert. The reporting process must, therefore, be seen as a

genuine evaluation of progress and not a mere rtual.

The developer will also normally wish to be consulted reparding the presentanon and placement of

advertising. Although the agent will be more famihar wath the vanous velucles for promoting, the

property to the best advantage, it is important as well to check that at s the development that has

priority 1 an advert, and not the agent's corporate image. Another avenue worth explormng with the

agent is the possibility of trailing cditonal comment throughout the course of the campargn. Tt s hard

to assess the true value of editonal exposure, but s free.

There are several other matters worth mentionmg regarding the relanonship of the developer and the

agent dunng the marketing process. These can be summanzed as follows:

Resist the natural urge to tinker with such matters as the design and formar of the brochure
or the structure and content for any conversing letter. If dissatisfied, reject them and do not
compromise.

Do not he tempted to cut out the apent af an approach s nade duect by a potental
purchaser/lessee. Always refer such offers to the agent, for there s httle purpose served in
retaining an agent and conducing negations personally. In this way, a secondary negotiating
position 1s reserved.

Do not change agents midway through marketing unless there are very good reasons for so
domng. Continuity 1s one of the more important ngredients of a marketng campaign. If the
service form the agent i1s through tot be unsatsfactory, it is often better to give them prior
notice to quit or ask them to re-tender for the mstruction agaimst a major compettor. It is
remarkable how rejuvenating this particular process can be. 1, however, the dissatisfaction s
deep-seated, then it 1s better to cut losses and change agents forthwith.

Decide the degree to which the property will be finished, and what help might be made
available to any incoming tenants for finishing or fitting out.

Consider what kind and level of continuing services could be provided by the client and on
what basis. It can be argued that, both to generate initial profitability and maintain income
flow, the management of commercial property generally need to be much more aggressive.
To some extent, therefore, development does not end once a budding s physically
completed, but includes the establishment of a property management system.

Furthermore, in terms of marketing and management, tenants are demanding more flexible
leases as well as more flexible buildings. Tenants are increasingly looking for shorter leases

with one-sided break clauses and a range of supporung business and personal seevices. Thus,
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good marketmg, which has vegard 1o pood munagement will play an ever more mportant

part in assuring the success of development projects.

® Day fees promptly, and once agreed do not attempt to renegotiate. There is almost a paradox
i the real estate propenty word wherehy an agent achieving a good quick sale or lettng s
somchow not felt to have camed therr fee, whereas the long and costly campaign 1s, in a
strange way, thought to have shown value for money.

e Consider within the overall context of marketing the corporate image of the client. In these

days of greater accountability and cver-growmg public awareness, the mage a property
development company portrays to the public ar large s fast becommg one of its more
valuable assets. "Public" in this sense refers to the whole professional and commercial
seting in which  the company operates. Thus, it icludes  chents, compettors, local
authonties, the news media, financial  mitnations,  constructions  firms, professional

practiioners and prospective purchasers.

In a business that, rightly or wrongly, is not exactly renowned for its high cthical or acsthetic
standards, there is good reason for property development companies 1o ask themselves a few telling
questions regarding their corporate image. It has been sugpested thar these should ncluded the
following:

How do we think the public perceives us?

How are we actually viewed by the public?

How would we wish to be thought of?

What image is most likely to assist us in achieving our objectives?

(Charles Worth -Jones 1983)

Unless, in the unlikely event of all the answers to these questions comciding, the next proposition
should be, "How do we go about designing and implementing a desirable corporate image?”. This
may involve a change in attitude by members of the company, an advertising campaign, public
relations exercises, or even a change of name. In any event, the very act of self-assessment can be

both salutary and rewarding.

Marketing Real Estate in Addis Ababa S o

(95}
(%)




2.7 Conclusion

Innovation in the process of promotion and marketing 1s bound 1o happen. What confronts the
agency business is the extent to which property professionals can retain command over the sales
team. Already, rescarch worldwide have shown leadig firms of public relations consultants, with

their skilful manipulation of the media and therr flair for promononal actvities, begmnmg 1o make
imcursions into the agency field. According to Ratchtfe & Stubs (2001) education for marketng, both
for existing members in practice and for new entrants 1o the estates profession, will hecome evi

more essential.
Nevertheless, there are no magnce formulac to the art of marketing. [tis simply a logical stage-by-stage
approach that employs a range of techniques and disciplines, and it is the firm that uses all the

appropriate techniques and skills that will create the synerpy that sells.
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CHAPTER THREE
FINDINGS & ANALYSIS

3.1 External Marketing Environmental Analysis
In this section the general external marketing environment of the real estate mdustry i Addis Ababa
is covered. Political, economical social, technological, legal and physical environmental components

are addressed. In addition, competitor analysis is also carned out.

3.1.1 Politico-Legal Environment
Housing Policies implemented in Fthiopia
The housing sector has been subjected to a vancty of interventions over the past 30 years, which

provide important lessons to any real estate development endeavor i the housing sector.

A. The Pre 1975 Situation
The housing market during this period can be charctenzed as one operatung on - free market
principles. Landlords were leasing urhan land and constructing, residential houses to- tenants, and
there was no restaction with regards to the selling and buymg of houses. Nevertheless, there was a
felt need for some form of government intervention, particularly i the low-income housing sphere,
as

“ It has been evident for several years that the current workings of private

enterpases in housing have not, and will not, tackle the serious problem which

exist in Ethiopia without the development of a firm, realistic, long-range housing

programme by government”. (IEG. 1967: 7)

Thus the govemment, which then had little mvolvement in the housing sector, was expected to
provide low-cost housing without mnhibiting the role of the prvate sector which was at that time
mainly caterng for medum and high income groups (1EG. 1967).

Moreover, this laissez faire condition was one of the factors blamed for the unplanned development
of most urban centers, in addition to the very high cost of rent tenants had to pay during this penod
(Gulte, 1989). This is especially important when one looks at the highly skewed distribution of urban
houses. In the late 1960s, it was estimated that only 5% of Addis Ababa’s population owned about

95% of the city’s urban land, while 55% of the houses in the city were rental houses. (Gulte, 1989)

This resulted in very high urban land prices, for ‘there was no national government or municipal

jurisdiction that controlled the rise in land prces or stopped rampant speculation,” as a result of
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which, ‘the majonty of the uthan populatnon was forced 10 hive highly crowded and congested
dwelling, mostly built and owned by small-scale landlords, for b estate owners never sought to

invest in low or middle income housing’. (Gulte, 1989)

B. “Implicit™ Policies on Honsing (1975 — 1986)

Proclamation No. 47/1975 nationalized all urban land, high nse apartment and office butldings and
extra houses without dircct compensation as the mam ratonal of the proclamanon was to pet nd of
“usunous landlords”. It s worth nothing that the most important immediate effects of the
proclamanon were: a repressive reducton on the amount ol et (between 15 and 50 6) tor tenants

who were paying a monthly rent less than 144 e birr, and the coming mnto prcture of direet

government involvement in the sphere «)flmusing provision.

As a result, since the mid 1970s the role of mstitutionalized forms of private housing provision was
totally relegated, and this was assumed to be handled by the govemment. In the vears that followed
the govemment was working towards a complete control of the housing market. It encouraged sclf-
provision as the main form of housing supply. The proclamation prohibited the carning of rental
income by individuals which n effect became the exclusive nght of the public sectnon. By putting,
conditions for the transaction of urban houses the government assumed complete control of the
housing market.

It could be stated that there were not explicit policies on housing unul 1986, There were, however,
certain implicit policy objectives (in the form of rules and repulations) mherent m Proclamation

No.47/1975:

® The government became the sole owner of urban land and “extra houses”.  Conditions
were put on the selling of houses, and obtammng rental income from housing was prohibited,

e Central associations were expected to develop urban land which started to be assigned free
of charge to attract potential house builders, although a ceiling was ser for the size of land
plots to be assigned at 500m?2;

¢ Speculation in urban land was to be controlled through formal procedures that involved
Kebele judicial tribunals. Official recommendation from Kebeles was necessary to get urban
land which would be given after proving that the person does not have another house; and

L ]

The Ministry of Urban Development and Housing (MUDI) was responsible for providing

technical assistance including the issuance of site plans and estimation of construction costs.

The latter was used to check whether a problem can afford to build the type of house which
he/she 1s interested in.
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In order to implement the proclamaton, a hicrarchical stracture of Uieban Dweller’s Assocutions was
established by the Government which was composed off “Kebeles” ‘Keffepnas™ and Central
Associations with the then Minstry of Housing and Urhan Development at the top, Kebeles and

Agency for the Admmistration of Rental Houses (AART) were m charge of adnumste

rng,
nationalized houses renting below and above 100t bier per month, wespectively. Both were also
expected to construct houses for rent. The urban dwellers” assocutions (particularly Kebeles) and

the AARH played important roles in admimistenng nationalized houses. In particular, Kebeles have
been in charge of managing houses with monthly rent less than 100 Ee e while the management of
houses rented 100 Et. birr and above has been the task of AARIL The Kebeles were responsible to
manage houses in their junsdiction that is to collect rent, to undertake mamtenance works and to
construct low-cost housing and to pay allowances to previous landlords. A maximum allowance of
250 Et. birr per month was given to those who had no means of ivelihood other than reatal income,

for extra houses were nationalized without any dircct compensanon. Further:

e The mitial responsibilities of MUDI included m addition to ats pamary task of msunng, the
proper implementation of the proclamation, coordmatng the actvities of urban dwellers”
associations, formulating urban development and housig policies, preparing housing
standards, delincating boundaries for urban centers, preparation of town and urban plans
and following up of their proper implementanon. Later were added tasks welated to the

provision of basic construction matenals, and encouraging the orgamization of housing

cooperatives.

e The Housing and Saving Bank (1ISB) gave credit to those who could afford to borrow

money to construct their own houses;

Construction matenals started to be produced and distributed by state owned enterprises;

and
The government was also involved in the actual constructon of buildings (government

offices, public service rendering establishments) as it established the Housing Construction

Corporation.

As a result of reductions in the amount of rent to be paid, those who used to pay less 144 i bier
have benefited. In the sphere of house construction, however, it is only the better off who got the
opportunity to construct their own houses, both using their own moncey and/or credit obtained from
the HSB. For instance, during the period 1978-85, only 10% of the houses were constructed by own

fund, while around 82% of the housing loan was given to families with monthly income higher than
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500 Ft. birr. In like manner more than 55% of the members of housing cooperatives were with
monthly mcome higher than 500 Fit. birr, while those with mcome higher than 300 Ft. bier were

more than 80% (Gulte, 1989).

The feasibility of the imphicit pnli(‘u's can be commented from two aspects the construction of new

houses and the condition of nationahized housces.

Table 3.1.1.1 Number of Honses Comvtructed by AARLL (1976~ 1992) (Liyob, 1993)

Type of Building Addis Ababa Regions Total
Low-cost houses 3156 3603 6759
Apartment buildings 38 1 39
Villas 87 1 88
Office buildings 123 43 166
Hostel 9 - 0
Completion of unfinished houses 6Y 189 258
Building Annexes 1 - 1

Self-help houses 1982 228 2210

While the urban housing need 1s estimated at around 75,000 units per year, the number of houses
constructed dunng the penod 1976-81 was only some 5,000, which represented less than 7% of the

total housing need (Gulte, 1989 & Gutema 1993).

It s also likely that one deterring factor for some people (particularly those who were living in houses
rented from Kebeles or AARI) from building their own houses has been the fact that rents
remained frozen to this day, but which have been decreasing i real terms due to mflation, that s, it

is cheaper to rent than to build ones own house.

There has been a lot of uncollected rent due to the poor rent collection efficiency on the part of
Kebeles, and there has not been a system of penalty for rent arrears. Some of the tenants can not
easily pay the accumulated rent, particularly those with fixed income, due to their economic situation
which was aggravated by wage freezes, soaring inflation, asing unemployment and shortage of basic

goods and services (Mulatu and Yohannes 1988).

The government has not been m a position even to mamtain the houses it natonalized let alone
make any sizable contribution to additional housing stock. In particular, the mamtenance of houses

under Kebele administration has been very limited. This is because Kebeles have neither the
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resources nor the personnel to undertake housmg mantenance works. THousmg, which e rented
below 4 Et. birr per month accounted for 46.4% 0 of the total rented houses m Fthuopa, (CSA[ 1991)
In p:lrticul;lr, the amount of budget allocated by Kebeles for mamtenance of housmg has been very
low. In the case of Addis Ababa, it was estimated to be between Toand 2% ot the estmated
requirements (HMS, 1988).  Thus, most dwelling houses have almost completely depreciated
Currently, however, some dwellers of Kebele houses have started to make mamtenance (and even
extension) works as they can now get the pernussion to do so from Kebeles so long as they will not
ask refund for the maintenance cost they incur. They may also have an mcennve to sub-ler a portion
of the house.

As the following quotation signifies, as carly as the 1980s the housing problem i the country has

reached an acute stage.

“The familiar stories of housing shortages i socualist states — of long wating hists of
young familics without housing of families with children who have outgrown their
current space, and of famuilics who wish to move nearer to work or relocate to other

cities are told agam m Fthiopua, only they are worse” (Mulata and Yohannes, 1988)

Starting in the mid 1980s, the government’s official policy response to the dismal performance of the
sector was in favor of self-help housing (by private and cooperative initiatives) with retamed promise
of its role in the provision of low-cost housing. Thus its mam goal was that of stimulating the non
govemnment sectors to actively participate i the production of housmg. Its explicit objectives were

those related to space and maternal cconomy and the promoton of housing cooperatives.

C. “Exgpliat’ Pobicies on Housing (1980)

The policies, which were implicit in Proclamation No. 47 1975, despite their concem for equity,
created serious bottlenecks in the housing sector, and the largest share of the housing need remained
unmet. The housing policy document issued by the government (Proclamation 292/1986), and the
associated regulations were responses to sever problems faced with regard to housing which, by the
carly 1980s, had already reached a full-blown disaster. Problems were encountered, particularly in
Addis Ababa, in providing scrviced land. It also became difficult to make adequate construction
matenals available. So senous were the problems that the government issued a directive in 1984 to
halt the allocation of urban land all over the country unul a national housing policy would be

formulated along a socialist line. The directive also totally banned the selling and buying of houses.
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The formulanon of the housmng policy took more than two vears durmg which no houses wene
constructed except the completion of the already started the construcnons During these two years,
the housing problem further detenorated, while sigmthicant unofticial housmg transaction  was

propagating.  Morcover, despite the existence of legslanon that prohibited the caming of mcome

from house rent, people were subletting therr houses

[t must be noted that the dircetive was effective all over the country despite the presence of

differences m terms ofurban land and housing problems from one urban center 1o another.

The main objective of the pohey has been space and matenal cconomy, which was to be achieved by
non-public participation, particularly by mdividuals who would organize themselves in cooperatves,
in the construction of standardized dwelling houses. It also envisaged that the government would be
the sole buyer of potential houses to be sold by therr owners. Thus another objective of the pohey

was to achieve further control on the housing market.
The instruments used to achicve the objectives of these policy guidelines were:

Housmg standards: These were meant 1o achieve bhoth space and matenal cconomy, by wity
of ensuring that the construction of houses would be tollowing standards developed by the
MUDH. To this effect, the cetling for the maximum allowable size of land per houschold
was reduced from 500 to 250m2, and a vertical increment, a “GPlus” housing was
encouraged along with the provision of communal green areas. Moreover, housmg space
(floor area) was to be regulated between 14 and 70m? per houschold. These standards also
require that in case of cooperatives duplex houses, rwo m? per houschold. These standards

also require that i case of cooperatives duplex houses. T'wo houses having a common wall,
should be constructed to save urban land space and construction mate rials.

The Promotion of Housing Cooperatives: Dwelling house construction Cooperatves were
encouraged.  The main argument behind promoting cooperatives s the assumption that
scale economies of scale can be easily realized, both in arranging for the delivery of
construction materials, and the development of common infrastructure. Cooperatives were
to be provided with a subsidized credit at annual interest rate of 4.5% against 10% paid by
individuals. Moreover, they were given priorty mn the assignment of urban land, provision
of credit and allocation of construction materials.

Subletting: Subletting was made official and strangely enough encouraged to alleviate the

housing problem. Since then there was significant subletting & it included those houses

administered by Kebeles.
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The policy could not, however, achieve significant results m the sphere ot low-cost housmy for the
poor. As those to be organized n cooperatives must be credit worthy, most of them were with
higher income (a monthly income of 200 Ft. bier and above). As subsidized credit was provided to
all those organized mn cooperatives, irrespective of the size of thew mcome, there was linated
opportunity for the less better ot m pernng access not only 1o credit but also to urtban land,
construction matenals, ctc.  In fact the government “encourages upper and  middle mcome
bureaucrats to take bank loans for housing.  Although some famihes have taken this opportunity,
many arc discouraged by the shortage of construcnon materals, which are vationed as are other
essentials, and the locatnon of available sites, which aze otten on the penphery ot towns”. (Mulatu

and Yohannes, 1988)

Further the govemment’s credit policy with regard to housing s catcized for favoring the nuddle
and upper ncome groups to have access to cedit to build homes. For mstnce, n the mud 19705,
about three quarters of all housing loans went for borrowers whose monthly income ranged up to it

birr 500, This income group shared only a quarter of the total advanced loan m the carly 19905

Table 3.1.1.2 Shift in TISB 1 any to Different Licome Cironpys

Borrowers’ Monthly % of Borrowers % of Borrowers % shift
Income (Et. birr) (1976/77) (1990/91) (1976 - 1990)
Tpwo100 15 . “Hoon

101 - 300 472 8.9 -38.8

301 - 500 242 30.2 +6.0

501 - 700 10.7 28.5 +17.8
700+ 159 324 +16.5
Total 100.0 100.0 -

There has been a significant shift in credit provision from the lower to the higher income brackets.

In spite of the observed increment in the volume of loans, it was clearly seen that groups carning up
to 100 Et. birr per month were completely repealed from the loan picture. Meanwhile, those carning
between 101 and 300 faced major decline. On the contrary, the banks credit opportunity shifted

slightly to eamers of Et. birr 301 to 500 and those above that level highly benefited from the shift.

On the other hand, subletting has had a considerable income redistribution cffect in favor of low

income families.
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To realize the objectives of the policy, additional mstrutions were established under the Ministry of

Urban Development & | Tousing (MUDI). This entaled certain reorganizanon within the Ministry.

A cooperative promotion department was formed  In addiion, a Building: Materials Supplies

Enterpnse and an Urhan Housmg Construction Fnterprise WOre set up as semi-autonomous
8

mstitutions.

A significant number of houses have been constructed after the announcement of these explicit

policies on hl)using. However, the mplementation of rthe policy has faced problems related to

hr)using finance, .\'h()rtagc of construction materials and urban land. Morcover, the difficulty to

formally obtan urban land to build houses contrbuted 1o the widespread i formal housmyr in the

penpheries of urban centers, mcluding Addis Ababa

Amount of Houses Constructed

Table 3.1.1.3 shows the total amount of houses constructed durmg 1976 — 1992 with bank loans.

Data is not readily available for those houses the constructon of which s self financed and those

constructed by U As.

A significant number of houses have been constructed after the announcement of this policy.

Including the year m which the proclamanon was issucd, more than twelve thousand houses we e

constructed with bank loans within a five years penod (from 1989 to 1990). “This accounts for more

than 47% of the houses constructed dunng the whole period for which data s available. It is also

mteresting to note that more than 86% of the houses constructed during those five years where by

members ofh()using cooperatives.
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Table 3.1.1.3 Number of 1 louses inanced by I oany from the VINB (1976~ 1992)

Number of Houses constructed by: T K
i ’ Per cent share of each
Members of Housing
Year Individuals Total year
Cooperatives

1976 | - 353 353 | 1.4

1977 |- 1 1675 1675 | AT

1978 48 147 | 1twos | oo e

1979 | 2209 - | 1066 | 3815 | o.ndddieen

1980 | 807 R A V7 7 DR A T TR N T T

1981 222 538 760) 3.0 o

1982 | 153 a2 | e | 25 “!

1983 201 534 735 29 i

1984 | 289 513 802 3.1 |

1985 | 808 1 am | iz | s |
11986 | 779 ' 04 873 3.

1987 4282 84 4360 17.0

1988 2328 191 2519 9.8

1989 941 620 1567 | 6l T

1990 2291 - - 623 | 2914 7-'**“‘—1_174—~ -

1991 50 395 445 17

1992 24 2064 288 1.1

Total | 15,492 ' 0152 | 25,644 | 00

A subsidized credit scheme was mtroduced that was favoring more housing cooperatives than
individual house builders were associated with the new housing policy issued in 1986, Cooperatives

were entitled to get a subsidized credit with interest rate of 4.5% per annum, where as individuals

were charged 7.0%. However, the Bank’s financial limitations did not allow it to entertain the
demand for credit put forward by all housing cooperatives. The formation of additional housing

cooperatives has been stopped once again till those cooperatives, which have started construction,

finish building their homes.

The standards, which were meant to be used all over the country, entailed certain difficulties. The

maximum area of utban land to be allocated to individual families (which was reduced to 250 m? and
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the maximum ceiling of floor space (which was to be regulated benween Band 70 m3#) s found o be
generally small, particularly m those towns where the Lind problem was less sever. Morcover, these
standards provided limited flexibility for those who can aftord to construct a house of hetter
standards.  In addition, such standards must also consider chmane factors, as it will nor be

approprate to reccommend the same type of housmyg standards across all chimanc zones.

The reductions of the maximum allowable size of holdings to 250m* was subject to cnncisms,
particularly for its blanket approach as it was apphcable Al over the country.  Tence, another
regulaton was 1ssued  which established the mummum size of plots 1o be provided for the
construction of new dwellings at 144m?, while the maxunum was 650m2, which would depend upon
the level of the urban center and the grade of land (Council of State Special Decree No. 15/1990),
The decree also allowed a morne relaxed ceithng for the toral Hoor arca which nught reach up ro 180

m2,

The supply of construction matenals 15 worth discussing here Many of the large-scale building
material manufacturing enterpnses were managed by the government. THowever, since the domestic
pmducti(m of bulding materials has been limated, the majonty of nuls, corrugated won and

enforcement bar, and to some extent cement have been imported.

The Building Materials Supplies Enterprise has been distnbuting construction and building materals
with the following official pronty: first to government projects  (including  non-housing
construction); second to dwelling house construction cooperatives (whenever they are present); and

finally to individual house builders. However, given the low real income of urban houscholds, the

effective demand of the majority of the population to buy construction materials has been very

limited.

Table 3.1.1.4 Approxamate Unit Price Per M for louses built with different materials

Year Chicka (mud) Hollow Blocks Bricks |
1976 200 230 250
1978 270 320 350
1982 365 410 450
1986 415 475 525
1990 510 610 625
1993 700 800 875

Source For 1976 and 1978 the HSB as quoted in Afrca 70, 1987, while tor 1982, 1986, 1990 and 1993 the HSB
as quoted in Eyob 1993
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It 1s worth mentioning that the villagizanon program which was mplemented moureal arcas around

the same period, entailed additional demand for construction materals, particularly corrugated iron

and nails which were meant for roofing purposes, This contrbuted to the worsenmg of the supply

situation of the construction matenals i the urban areas

As not many houses were constructed m the last two decades, the housing demand has accumulared

over the years. The housmg problem has heen also aggravated by

®  Demographic factors: New houschold formation riral-urhan migration which has resulted

from differential, though not necessanly efficient, uhan-rural prowth. This s a consequence

of the various macro and sectoral pohcies followed by the gpovernment, particularly those

related to urban cmployment and niral marketmg which were generally agamst the rural

sector.

*  “Anomalous” demand for urban housmg: A st mificant number of dwelling houses were
4 I “

converted mto various non-residential uses such as: offices of government, public and

political organizations as well as into public shops, literacy schools and libraries. Sunilarly,

associated with the flourishing of the informal sector in urban arcas, many dwelling houses

started to be converted mnto restaurants, bars, .\'Imp.\'. cre

The discrepancy between the gross housing need and the capacity to buid formal houses

resulted m the expansion of scattered settlements and increased denstties i low-income

arcas.

“Urban penpheries to which encroachment of modem activities take place wene

sold by the original rural settlers to urbanites.  Individuals resold acquired plots
through illegal reparcellation. T'he legal holding later expanded cither to penpheral

squatters or resold to business interests at shadow land macket price”. (Assefa, 1993)

As a result, the potential cost of urban restructuning and upgrading grew. It is worth notng mn this

regard that one of the issues that encountered many of the emerging regional and municipal

govemments has been demolishing of houses that were constructed without official permits.  As

these houses are constructed with individual fund (e, without bank loans), they indicated the

potential of private sector housing demand, if ar least plots were readily available for housing

construction. On the other hand, although figures are not readily available about the total number of

houses demolished as part of these mnterventions, they have definitely conrributed to reductions in

the total housing stock.
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By way of summary, during the penod between 1975 and 1990, the government artempted to control

almost the whole facet of the housmy scetor by pursuing both direet and mdirect pohcies on the

housing sector. More specthically, it attempted to contol the financial market through its monopoly

on l);mkmg operations, the technology of housmg, the production and distnbunon of construction

matcenals and later by estabhishing housmg stndards. In the land marker it was the sole owner and

allocator of land.

D. The Curent Situation

It was only in 1990 that the govemment gave signals about s possible toleration ot prvate sector

participation in the provision of housig as part of its “Mixed Feonomic Policy”. Although

response to the dismal performance of the overall cconomy, this policy stance was also associared

with cconomic and pohncal retorms m the previous socuhst countres It was denonng

complementary interaction of state cooperative and prvare ownership i major sectors of the

cconomy. The housing sector individuals were entitled to build residential, production and service

facilities as well as offices with nghts to rent or sell them (WD 1990) However, shortage of land

and construction materials remained sever constramts on top of the apparent reluctance on the part

of potential mvestors.

Following the change n govemment in May 1991, the Transitonal Government of Fithiopia (TGS

came with an official policy of revitalizing the housing market by privatization of urban houses., The

economic policy of the transitional period states that:

e  The state will retain ownership of urban land but will ensure its cquitable distribution for

housing construction

The state will issue and enforce regulations, create favorable conditions to promote

integrated urban development and encourage the public to take advantage of the policy;

* Depending on the availability of resources, povernment agencies will be encouraged 1o

construct, rent and sell low-cost houses;

The state will issuc regulations to protect the rights of both landlords and tenants (I'GL
1991)
It 1s worth n()ring, that macro policies, thought not necessarily sector-spectfic, do have a bearing on
the performance of the housing sector (Berhane and Getachew, 1995). Loy example:

®  The devaluation of the Ethiopian currency is reflected in teems of increases on the price of,

particularly imported building materials;
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*  Associated with the liberalizatnon of the banking scctor, the previous Housmg and Saving,
Bank 1s now rechnstened as the Construction and Business Bank, and it has come up with a
new service basket m addinon to credi directly meant tor housing;

® The mcrease in bank nterest rates 1o 15% per year has impimged upon the relatve debt
n‘p;l)’lllvnl (‘;l]);l(‘ll_\‘ of INJ(('IHHl |Hu|u\\'('x-~‘ \\'llll(' s untorm .l|\pln ALION ACTOSs .l“ seCtors
had some impact at least on previously Bavored o ooperatve housmy,

* Prnce decontrol measures implemented m the whole ceconomy are reflecred on factory-gate
prices of manufactured buldding marerals which are bemg continuously revised upwards,

* Decentralization has resulted m addinonal housmg demand  for government workers
assigned 1s some regional, zonal and “Wereda” capitals. [t would also claim a significant
number of residential houses for office use, unul adequate othce facihines are built especially
i urban centers which had lower, administranve status;

® The govermment prvatized houses bemg managed by Kebeles and AARI, and it has
establishing the Office of the Sale of Touses Owned by the Government.  The task
entrusted to the Agency s highly demanding as r would require the determmmation of the
selling price (valuation of the houses), identificanon of chigible buyers and arrangement for
adequate finance. The first targets of such povatization were those houses under AARI
which account for a small share of the total housing stock which were likely to be privatized:

L]

Measures have been taken to replice the admmistranve allocanon of urban land by an
auction system. Associated with this, the rate of rent on urban land payable assocuated with
the prvate use of houses was to be determined by the regional council considering the level

of the urban center, the grade of the land and the purpose for which the land was to be put

in use.

In keeping with the decentralization policy, Addis Ababa was given regional status and became

Region 14 Administration. Its original name was reinstated in 1997 when the Federal Government
granted it a Charter (Proc.No87/1997). The 1997 Charter was revised and the administrative link
with the Federal Government was revisited in 2002. (Proc. No 311/2002). The 1997 Charter of
Addis Ababa repealed it previous position as a regional govemment, but the City retained

administrative autonomy over most of its affairs mcluding plinnimg and execution of development

projects. The immediate legal effect of the decentralization policy and the creation of autonomous

regional states was the making of Addis Ababa a besieged island with limited possibility of physical

expansion. This situation has not curbed the expansion of the City until now. However, a new

phenomenon of urban expansion is observed at the urban fringe of the City.
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The development of edge cities that arce haghly hnked o Addis Ababa but do nor fall under s

junsdiction are becommg a reality. 1oy example, Ropack Real Fstate s developmg o small township

(about 1,500 houses that could accommodate about 7.500) population) m | epe Tatto area North-cast

of. Addis Ababa. In the Western part of the City, Wolete Souk is developmyg at an alarming tate as a

result of land allocation by the ( Jromuya Regional State. ‘T'he same holds true to arcas along all major

outlets of the City. In fact the ( romiya Regional State considers all Tand within 10km adius along

Addis Ababa as urban land. Land requests i this area are treated similar to requests m urhan cenrers

in the Region. (Consolidated Oromuya Regulatnon No. 1/1995: Ar29). This situation amplifies the

besieged nature of Addis Ababa

The long-term development strategy of the Government ot Fithiopia focuses on agricultural

development-led industralization FEPRDEQ2000). The development of rural arcas was expected to

result i a reduced rural-urban mugration; a classical ann urban pohey. Falure to recogmize urhan

development as a principal vehicle to general national development negates well-established facrs

about the role of citics i the social and cconomic development of nations UNCHS(1996). This

situation s changing now;, policies that enhance uihan development are under prepasition smce

2001. These include urban development policy, urban planning law, national building law, housing

policy, and various initiatives that enhance good governance and cconomic development.

Public ownership of land and free allocation nf\lc\'vlupnu-nr land benefits those who already POSSCSs

land and those who control land allocation. The mam objectuve of the urhan land lcaschold policy

(Proc. No. 8()/19‘)3) was to provide moncetary value for the unlization of urban land. In this respect
the leaschold policy of land is one step ahead of the previous policies on land. Detail objectives of

the leasehold policy include:

1. to increase income for urban arcas so that they could provide better services, especially

housing,

2. to increase transparency i the permit system of land holding and utlization and to do away

with discaminatory treatment ofapplicants and to fight corruption, and

3. to regulate the appropration of unjustified gains realized during the transfer of rights to

utilizes urban land.

The main features of the leaschold policy (Proc. No. 80/1993) that had direct hearing to housing

include its scope of application, property rivhts related to transfer, mortgaging, compensation and

associated taxes or duties, ways of acquiring new development land, manner of fixing rate and

modalities of lease fee payment, and duration of lease period. Proc No. 80/1993 was amended in

Macketing Real Estate in Addis Ababa ' ——— 48




2002 as it proved mcffective. The comparson shows that most of the problems which the
leasehold policy faced were addressed by the amended poliay. The mam policy provisions (

rate to housing) that were amended are shown i Table 3.1.1.5.

previous

as they

Table 3.1.1.5 Comparrion of developments in the Vederal Ulrban 1 and 1 cavehold Policie,

(adopted from Berbanu 2004)

Criteria Proc.No0.80/1993 o Proc. No. 272/2002 o
Lease rate - Minimum rate of rent to be set - Rate of lease to be determmed by
and - Actual rate to be derermmed by public City admustration or - Regronal
provisions tender ()n]_\‘ Governments

for housing

- Forlow cost hosing lowest rate

- For higher cost-similar to other uses

No mmmum lease rate Regronal
or City Government can permit
land up to nil lease payment

Land
allocation

- Public tenderning only

Public tendermg (mmimum rare to
he set)

Negotation (mmmum rate to be
set)

For housing - to be regulated by
City or Regional Governments

Launching of
constriction

- Penod to be regulated by City or Regional
Governments

Penod to be regulated by City o

Regronal Governments (the same)

Grace period
for
completion
of

developments

Not specified

Size of land

Not regulated

Peniod to be repulated by City or
Regronal Governments

Not u;;;lr;r

holding

Scope of | - Allnew developments existing passions - All urban land under the rent
application of | . Existing possession upon transfer of title m system and leaschold system,

the policy ways other than inheritance

For lands not m the leasehold
system penod  of  rransfer o
lcasehold to be decided by City or
Regional Governments

Title transfers
and 1income
from land
held through
lease

- Lessce can transfer ught,
- Can mortgage the holding, or collect income
for up to the lease rent only

Lessee can transfer nght for the
penod the lease is valid

Can mortgage the holding,
Income from transfer of right has
no limitations

Lease Period

- Based on level of urban center and type of
use class

- Penod fixed for each level of urban center
fro 50-99 years

- Housing-personal=99, leasable=60 years

Category of towns limited to
Addis Ababa level and others only
Use classes for AA. level from 50-
99 years, others from 70-99 years
Housmg; personal and
lcasable=99 years
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3.1.2 Socio — Economical Environment

litl]i(}lwl;l 15 a country, which presently covers an arca of 1133380 k2 in the regron that s known as
the Horn of Africa. As one of the oldest mdependent nations of the world, it has a long history of
nulig('n«)us‘ urban (l('v('lupm(-nt Nonctheless, the countey s presently one of the least uthamized
nattons of Afrnca with only abour 17% of its population In g urban settlements. Nonetheless, i
view of the fact the country’s total population size has already passed the 71 nullion mark, it s the
second most populous country in sub-sahran Afrca Ttis nor difficult to see that the absolute size of
its urban population 1s not small. In addition to this, the country s presently witnessing one of the
highest rates of urban growth in the world. e, about 5% perannum.

Ethiopia 1s currently undergomg market-onented reforms. AS a result of the reform programme
there have been improvements m cconomic stability and growth i rerms of real GDP, which has
reached an average of 5.6% per annum. Some progress has been achieved in reonenting public
expenditure to infrastructure and social sector development. THowever the cost and availability of
land n Addis has been identified as an obstacle to private sccton development and is associated with
the cities 30% unemployment rare. | Inemploymentas parncularly high amongst 15 29 vear olds, T'he
informal sector accounts for 61% of total cemployment, 70% of which is compnsced of women, (11,0,
19906)

The total public debt of the country has been nsing considerably i the recent past.  For stance
dunng the 2003/2003 fiscal year the total external and domestic outstanding debts of the country
increased by 9.6 and 8.6% respectively over the previous fiscal year.  On the whole, the total
outstanding external debt of Ethiopia stood at USD 6.8 Billion at the end of the 2002/2003 fiscal
year. Comparatively the total domestic outstandig debt stood at Et. biere 26.5 Billion at the end of
the same fiscal year. The country paid more than Et. bier 1.1 billion dunng the same period to settle
both extemal and internal debts. However, in 2004/2005 almost all debrs were cancelled by western

nations (USD 6 billion).

Changcs n exchange rates of Et. birr agamst the USD during the last ten years have been such that,
the value of Et. birr has been falling stcadily albeit at a slow rate. As shown in Table 3.1.2.1, the

auction average marginal exchange rate of Et. birr to the USD rose from a low of [ bier 5.77 i the

1993/1994 fiscal year to a high of Et. birr 8.62 in 2003/2004 fiscal vear. Comparatively parallel

market rates changed from Et. birr 7.05 o Et. birr 8.68 during the same period.
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Table 3.1.2.1 Changes in Lixchanpe Rate (Lit. biny/ UND) 19931994 — 200)3 ] 2004

o o Exchange Rate (Et. birr/USD) "
Year O ——— |
Action Average Marginal Rate | Parallel Market Rate l
1993/1994 T 577 ? 7.05 ‘
1994/1195 | 6.25 t 7.30 l
I , , ,
1995/1996 6.32 [ 7.0:4
1996/1997 650 7 7.16 ‘.‘
199771998 | 688 708 ]
1998/1999 7.51 7.9 i
1999/2000 814 | s ~
2000/2001 833y | 879
2001/2002 8.54 8.6
2002/2003 8.58 8.7
2003/2004 8.2 868

Source: National Bank of Fthiopia

It 1s well known that the highly accelerated urban growth that Fthiopia 1s presently witnessing s
pomarly a product of high rates of natural mcrease and rural-urban mugranon. This haghly
accelerated urban growth rate 1s naturally bemg reflected i the rapid spanal expansion of the existing
urban centers as well as in the emergence of new towns. However, as the country’s economy is still
primarily agricultural and as its GDDP per capital remamms fixed at about $100.00, the fact remains that
its accelerated urtban growth rate i1s not accompanied by a commensurate growth mn the urban
economy. Thus like most urban centers of the developing countnes, Ethiopian cities and towns are
presently facing a plethora of problems including acute and ever worsening housing shortage,
insufficient solid and liquid waste management, poorly developed access roads, notoriously clogged
and smelly drainage channels, senious shortage of porable water, nadequate health and educational
services and a growing problem of unemployment and poverty. Frthiopia, is recognized as one of the
poorest countries in Afrca and its urban poverty is particularly concentrated. A strategy to address
poverty has been developed in the country’s Sustamnable Development and Poverty Reduction
Program (SDPRP). The strategy aims at reducing urban poverty mainly by improving urban
govemance, providing mnfrastructure, alleviating housing problems, improving access to land, creating
employment opportunities and enhancing environmental sanitation. It envisages strengthening
urban governance and in doing so to improve the delivery of municipal services, chiefly through legal

and institutional reforms that are accompanied by capacity buiding programs. When it comes to
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housing and infrastructure provision, ats um s o laonch vanous upgradimg progames with the
mcreased awareness and partcipanon ot the hencehopmes: The clements ol the poverty educion
strategy i this regard also envisage the tormulation ol a housmg development pohoy and the wevision
of land acquismon catena to amprove access and affordabalin In the area ot employment
peneration, one of the program’s leading steiegpes oo desipn and mnplement extensive pubhic works
programs that create joh opportunities through cash-for-work or food-for-work. The program also
envisages promotion of micro finance msutution.  Community - managed  saving and - credit
cooperatives, provision of vocational and skills tramimg programs that help o promore sell
employment and job creation and promoton ot community based rehabilitanon programs: tor
disadvantaged groups such as the eldedy, commercnl sex workers, street children and mph;m\', \With
regards the urban enviconment, the pogram chietly mms at improving access to clean water,
constructing various types of santary facihties and improving the management ot solid and hiqud

waste primarily in ways that will help generate employment at appreciable scales

Even though nearly all of the urban centers of Fthiopia are suffenng from the kind of problems
mentioned above, it appears that it s Addis Ababa, the nanonal capital that s presently displaying
most of these troubles i therr worst forms. Addis Ababa, which was tounded by FEmperor Menihik 1
in 18806, 1s presently a pamate city which 1s approximately 14 tmes as larpe as Dire Dawa, the second
largest city in the country. Although official stanstics puts its population size as 2.8 mullion m July
2004, most authontics on the subject tend to hold the view that the most acceptable estumate of the
size of its inhabitants 1s not less than 3.5 milion. There are projecnions that this figure will ncrease
to 12 million 1 2025. The importance of the city does not only lic i its size and the fact that it s the
natonal capital. Due m part to its unparalleled location near the geographic center of the nation with
road and air connections to the vanous comers of the country, it 1s also the commercial capital of the
country. Added to this is the fact that it is a melung pot of the diverse cultures of the 80 or so
vanous ethnic groups of Ethiopia. Of no less significance is the fact that it s the diplomatic capital

of Africa, as the seat of the headquarters of the UN| ECA and the African Union.

Out of the endless development related problems that Addis Ababa is presently facing, it appears
that it is the poor housing conditions of the majority of its residents that is crying aloud for
immediate solution. Although a number of attempts have been made i the recent past to improve
the conditions of housing and physical mfrastructure i the city, it appears that most of those efforts

have failed to produce the desired results.

It has been noted by Berhanu (2004) that the cost of real estate development is very expensive. This

has led most real estate developers i the capital to cater for upper and middle class customers. The
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culture of such households s notably getting westermized,  Among this group, preference of nuclear

family over the extended fanuly s becommg common

On the other hand, the lower class s not fimancully attluent Therefore, m nmes of mourning and
other festvities, it neceds o call up on the support, hoancual o otherwise, ot not only the extended
family but also neighbors and friends. This as because traditional festvities are major parts of
Ethiopians iving even m urhan centers hke Addis Ababa. T a fanuly has the capacity, the ceremonies
could be held at big hotels. Unlike the upper class, the lower class cannot atford this. Fence they

need to use there own place for such occasions.  In additon, Forhiopan tood preparation also

requires space around the home

This phenomenon s apparent m low cost housimg projects in Addis Ababa. Though the project 1s
fully backed by the City Admumnistration as bemg a project for the people, the dwellers tend o find it
very difficult to properly use the condommums. Their subsistence usually depends on daily sell of
groceries and house made alcoholic drnks. Living i such buildings deters them from such activities,
Hence, the usual housing solutnon of big smgle-famuly unit houses s too expensive and smaller
apartments are unpractical for the poor. Therefore, real estate developments would be targetng the

upper and middle class of the city.

’

The basic facts support this analysis. Sixty “o of Addis Ababa’s population hve i absolute poverty’
only 26% of the population carn an average monthly houschold mcome of more than 670 Lt Er. bier
and practically all income groups have an extremely low saving capacity and the macro-cconomic
growth scenarios for Ethiopia do not suggest that this will change soon. THousing which meets

desirable standards (at a mimimum cost of 15,000 Et. birr per household) is simply out of reach of the

vast majority of the population. A realistic estimation of expressed demand s, therefore:

e about 50 — 60% of the population, the poor, do neither have the capacity to build or
maintain houses according to usual standards of ‘decency’, nor do they have the capacity to
contnbute significantly to equipping their residential areas with services;

e Another 20-30%, low-income group, might just have the capacity to mvest very small
amounts between 60 and 150 Et. birr per month into housing, This might just be enough
for the most basic houses and very limited equipment with scervices.

L ]

Only 10-25 %, medium and high income group, of the population are able to afford ‘decent’

housing and residential areas (Koemer, 200K)).
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3.1.3 Technological Environment
The technological marketing environment for construction mdustey Addis Ababa s relatvely stable.

This 1s surprsing because new technology e the construcnon industry e all over the world s

changing the face of urbamzation rapudly

Remforced concrete technology has been used for more than 40 vears thiopia. Fiven though new
codes and standards have been developed as recently as Seprember 2004, the fact remams that a
conscious scarch for berter-cost effectiveness has not peemeated the busmess selector. Rescarch
msttutes such as Addis Ababa University have not shown no new viable construction maternal or

IL‘CI\HI(IU(' that would MCrease construction \"u'('(|‘ e rease \Ill.l[lf\‘ or decrease cost

Quite recently, however, the Addis Ababa City Adnunistranon has embarked upon such a rescarch
The first pilot projects on low cost housmg use a combmaton of remforced concrete, precast
concrete and some climmation of non-essential building components such as plastering to hollow
block walls. In addition, cconomies of scale were used to advantage through bulding a massive
number of houses at a ime. In addinon, cement \'uppl\' was not a difficulty because the government
gave priority to this project. Itas reported that the construcnon cost decreased to 800 Ft biee/m?
from the conventional construction cost of abour 1900 it birr/m? Construction Ahead (October
2005).

Some officials from the municipality have been heard as commenting on this figure. The

alleged figure of 800 it. birr/m? they sad is an exaggeraton and the actual frure 1s 1200 — 1300 it

birr/m?2.

In any case the technological environment is bound to change when the Fithiopan marker opens up
through global forces. This would take a form of importing technology at fiest then modifymg it

Finally it will be a constituent part of the construction technology of not only Addis Ababa, but also

the rest of Ethiopia.

Some of the major technological developments that could readily find application ro the real estate
industry include prefabrication using concrete, pre-stressed & post stressed concrete and  steel
framing. However, further investigation, not only to such structural technological solution but also

to other architectural and finishing products would make any real estate developer a trend setter

rather than a mere follower.

The information technology is another area that deserves mention here as it has revolutionized the

way business is done all over the world. In particular marketing real-estate using web based

applications could be mentioned.
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According to Sing and Zhong (2001) three arcas of Flanduced advantages could be expected mthe
real estate and construction processes, if a network system can be successfully implemented and
accepted by users:

1 Compression of time and process s one of the possible outcomes that can he facilitated via

an mtegrated platform

2

Knowledge contents would receve growmg attention from the prospective system users
3. Reconfiguration of busmess concept and scope takes place, which as a result would lead to
the emergency of a new business model and the creation of ample busmess opportunities for

system users that possess the first-moved advantage

Such a system is developed for a luxury real estate developer in Addis Ababa. Reportedly, it has
greatly helped the follow-up of the construction of the real estate property. Furthermore, i has
facilitated information flow from marketer or head office to construction site. Morcover, customers
arc able to give information as to what they want with regards to the parncular specifications of the
property and they could in rurn recewve nformation on the type of products and services they will be

receive and the costimphicanon thereot.

3.1.4 Physical Environment

As r(‘pr)ncd by Asfaw 2005, there 1s 80% level of slumizanon m Addis Ababa. The physical
conditions of the housing units are detenorated and mostly beyond repare. The low level of services

and amenities and infrastructure, scarcity of open spaces are further indications of the poor quality of

most housing stock in the city.

In 1994, of the total housing units in Addis Ababa 97% were non-stoned (CSA, 1998). Most of the
houses are built up of non — durable maternals (carth floors, tmber and mud walls, cte). According to
Asfaw (2005), 82% of the total housing stock 1s wood and mud walled, while houses with stone,
concrete block and birck walls accounted for 11.9%. Morcover, 53% all housing units have mud
floor. In addition, since most of the public houses are more than 40 years old with no significant
maintenance, they are in a very bad state of deterioration. Studies conducted on housing and official
figures stated that 15% of the housing units n 1994 demanded immediate replacement because they
are already collapsing. The Millennium Development Goals (MDGs) urban sector need assessment
study revealed that 80% of the housing units and neighborhoods are slums and that 50% of the
housing units need to be replaced by 2015 to meet the MDGS. The GIS data of 1996 also supports

this statement indicating that 80% of the total housing stock was i need of high level of
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maimntenance. More than ten years have passed by sice then with non meanmgtul mamtenance or

upgrading of housmg umits, (Muleva et al, 200-4)

The Addis Ababa Master Plan (2002) states that, 1% of the housmg units mrthe city are over
crowded. According to the census, 60%0 of the toral housmg units has only one or two rooms. The
average number of rooms per housing unit was 2.0 whereas the average houschold size was about
five. This makes the average room density of 2 pemons per room. Though the TN Flabitat’s
standard of over-crowdedness 1s above 2.5 pemsons per room, the small size of the rooms - Addis

Ababa makes the over crowdedness entical

The figures for persons per housing density are also alarmung. Considenng that all the housing units
are used for residential purposes, the average houschold size s about 6.6, Tf the nonresidential uns
arc omitted, then the density would be higher than 10 persons per housmg unit. This s
extraordinanly beyond acceptable ranges agamst any mternational standards. (Addis Ababa master

plan, 2002)
The other crucial physical paramcter worth considenng s the avallability o f amenities

Though 96.7% of the housing stock had access to tap water supply, 45.3%0 get the service out side
their compounds, sometimes at distant locahons.  Morcover, according to Addis Ababa Water and
Sewerage Authonty (AAWSA), water supply coverage of the ety mects only 69% of the demand.

This 1s a clear indication of the shortage of water supply.

Electric power supply for lighting is relatively good, where 95.9% of all housing units have access,
though not all have private meter (Asfaw, 2005). Of the total housing units 74% have toilet facilities,
where as 63.1% of these are mainly shared pits. T'wenty four % of housing units had no toilet facility
at all except public open spaces. Greater than 26.2% of the houses have no bathing and kitchen

facilities.

In the recently developed residential arcas, the formally built housing units are by far in better
conditions, but they lack the necessary infra-structural facilitics like access roads and water supply.
The sewer system in Addis Ababa is connected to only 1600 units although it was onginally built to

serve 38,462 units or about 200,000 people.

It could easily be observed that the overall Addis Ababan physical environment is not that which is
befitting of an intemational city. Not only are there wide spread slums, as discussed extensively

earlier, but also the condition of the roads, (which stands at density of 15.2%) pedestrian walks,
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traffic island gardens cte are rather disheartenimg. I additon, the facr that the cnvironmental

regulations of the city are not properly mplemented causes further air, land and water pollution. It s

not uncommon to see heavy tnucks i the ey that spir- dark smoke. Rivers are so polluted that they

smell bad a mile away

The total road arca coverage of the capital i 2004 was 17.62 k2, which s only 6.1% of the rotal

built up arca of the city. There 1s a steady merease n the road length from vear to vear, For example

the total asphalt road length of G81km m 1998 has grown to 778km o 2004 (Partial l\’(-lnnl On

Developing Urban Indicators, 2005)  This mmprovement, though  does have  enviconmental

consequences, 1s stll important as an mtegral pare ot Lland development tor urban growth,

The real estate dcvvl«)pvr, henee, 1s faced with a difficult scenario On one hand, contributing

positively with new developments replacing old dilaprdated estabhshments is encouraging. On the

other hand, such human interference in the physical environment needs to be closely checked so as

not to cause further environmental degradation

3.1.5 Competitors
There are about 230 real estate developers operating i Addis Ababa. Therr toral registered capital s

6.1 billion Et. birr. The total list from Ethiopan Investment Authornty s attached in the appendix

It should be stressed here that there 1s bound to be hmitanon and distortion m this dara. The

limitation is that not only 1s the list mcomplere but also does not gve mformation with regards to the

performance of the companies, while the distortion has to do with market imperfection. According,

to officials at Addis Ababa Investment Office, there has been a steady increase n registration of

investment license durnng times of cement shortage. This 1s attributable to the apparent privilege a

real estate developer with investment license will have over people without license in gerting

preference for getting cement consignment.  This he/she would resale at a profit, hence creating

market upset for houses. In addition, this list is not updated as real estate developments who have

returned their license and not involved in the sector are not deleted from the list.

The two real estate developments selected for the competitive analysis are-Avyat Real Bstate and

Habitat New Flower Homes. These two real estates are among the most active real estates in the city.
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A. Ayat Real Estate Development

Location and Description of the Derelopment

Ayat Real Estate D(‘\'clnpnu'nr 15 located i Yeka sub-city (former Kotehe districr, Woreda 28,
Kebele 04). Kotebe 1s one of the expansion arcas o the Fasterm part of Addis Ababa which has
continued to attract developments of different kinds, both formal and informal since the 1980s. Ayat
Real Estate Development Enterprise (Avat for short) is the fiest private real estate developer i Addis
Ababa. Ayat got approval of its mvestment plan and applied tor land i 1995, [t took three yvears o
get land. The processes mvolved m the land acquisition showed high levels of mformality. The
development site was identificd by the real estate developer arrespective of the phasing of
developments of urhan arcas According to the management of Avat the fictors for the choice ol
the site were the case to acquire the land, lease price, accessibihity of the site, and topographical
sttuations. The area was an open grazing land. This has minmized the « ompensation to be paid to
the former landholders. The development arca s located at the outskirts of the urban arca, so the
lease price was relatively low (Er. birr 129/m7). T'he site was accessible via an asphalted road thar was
constructed m the 1980s as part of the Special Housmy Project. Furthermore, Kotebe 1s one of the
districts for high quality stone quarries in Addis Ababa. Hence the development site 1s located near a

vital construction maternial source.

Ayat has plans to develop ulumately 6,500 dwellings, shoppmg centers, public facilities and

recreational centers. The whole development was planned to be developed i several phases.

Land acquisition, development planning and spatial characteristics

Land acquisition

In the acquisition of land, Ayat negotiated with the Addis Ababa City Government as well as the
farmers. ‘The methods of negotiation used by Ayat with the farmers include providing ncentives
(training, on site job, finance, etc.), dissemmating mformation on how they will be treated by the
Addis Ababa City Government (AACG) if they do not cooperate, and also employing a private
securnty force to hold the land. In the negotiation for compensation, Ayat was on the side of the
farmers. More payment for the farmers would help Ayat to get the land more casily than if farmers
were dissatisficd. The compensation was paid directly by Ayat but the fee was deducted from the
lease prce. The rate of compensation for the farmers was about 5 E. birr/m2. This rate was higher
than the rate of compensation that the City Government paid in other areas. For example, in

Mekanissa area, farmers received about Et. birr 3.75/m2. (Berhanu, 2004)
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The size of the development arca to he used for housimg s abour 293 hectares There was
disagreement between the City Admmistranon and Avat on the part of land that should be “liable to
lease fee payment” and “lease-free” land. Through negotation all arcas used for through - trattic and
restdential open spaces were exempted from lease fees However, ar was unhkely that the sues

exempted from lease fee would be kept open tor the publhic. There had alvcady been violation to this
provision and houses were already constructed on open spaces and on plows reserved for public

facilities in the approved plan

Ayat village was planned as a self-contumed neighborhood. When tully developed e would have all
necessary facilities. Avat plans to act as a developer, not as the sole owner of all the facihtes to be

provided i this village

House Types and the Residential Pattern

There are mainly three house types i the development: 1) standard houses, 2) special houses, and 3)
low cost houses. The standard houses were subdivided into villa type and two storey type (G+1). The
plot sizes for the villa type range from a numimum of 225 to 400m=* The two storey house types have
plots of 300-500m2. The minimum house arca i the standard houses category s 80 m2 The special
houses were planned to be built on request. Size of plots and house types were not defined. The low
cost type was not really that low on cost. The term as used by Ayat simply implies the construction
would not be complete. No site work will be done and no service quarter will built by the developer.
The plot sizes for this house type range from 105 to 250m2 The muumum size of a house on such

plots 1s 25m=.

The composition of houses was typically Addis Ababa style. "There are two blocks: the mam house
and a service quarter. Concrete frame structure and an mfll of cither concrete block or brck was
used in the construction. None of the houses were attached to each other (even those called low cost
houses). The main building materials used for facades were concrete blocks and red brck. In some
cases decorative stone was used near the entrance. A front garden was provided in most cases. The
development does not have a general water-borme sewage disposal system. Instead, each house has
its own septic thank located in the front garden. Front fences are composed of stone work, concrete
block wall and iron works. Boundaries between plots have concrete block wall of up to two meters.
The height and design of the front fence complies with the City’s planning standard. Ayat claimed to
have made continuous consultations with prospective homeowners about having sumilar fence
designs. The one-time and one-developer mode of development has produced a clear road network
and a unified streetscape. Each block is developed with only one house type. The development of

houses of similar design for a full length of block was rare in Addis Ababa.




Modalities of Housing Derelopment

Ayat started as a real estate developer, but analysis of us operatons showed that it was mamly a
management consultant rather than a developer. Chents choose a plot size, location and house type
They also choose the method of payment from one of rwo optons: 1) cash, or 2) mortgage. The cash
mecthod of payment was arranged mosuch o way that chents pay o mstllments proportonal to the
progress of the construction. At completnon of the house, the chent must have pard all costs. In the
mortgage system the chent was required to pay 60%0 ot the constructuon cost at the hegmning and the
remammg 40% with interest over up to thirty years penod. Currently the mortgage form of housimg
development was not operational. There are also houses which Avat mtends to develop with s own
capital, and scll them cither for cash or morgage. But, these houses represent a very small part of

the development

The developer was working mamnly with clients’ caprtal. The chents seem to be sharcholders and the
developer simply a management consultant. T'he full-cost- cash-payce group could have taken land
from the Tease Office of the city administration and cmployed a contractor. The morgagers could
have borrowed money had there been access to housmg tmance. The logcal conclusion form this
analysis would be that potential home builders were obliged 1o wsort to such CXPENSIVE OPHONS
mainly due to the obscurity and the inefficiency of the land delivery system and the non [CSPONSIVE

ﬁll}ll)Cl}ll S)'S(L'II\ m the C()llll(l')'

During the 1997-2000 penod the construction of houses was carricd out both by Avat Construction
Brigade and labor contractors. I'here was no third party to check the quality ot construction; the
technical department of the City Government had no capacity to control complance to approved
plans. As a result clients had to accept what was on offer. But by 2000 Ayat was persuaded by the
City authorities to employ two consultant firms to supervise construction works. It was observed that
clients have various demands that could not be fully sausficd without the intervention of a third
party. The intervention of the owners during constauction might be good for the final result; but this

15 a peculiar form of real estate development.

Soco-economic groups served by Ayat

Cost of development for the least size house (two rooms) on the least size plor (105m2) amounted
to about 45,000 Et. birr (as of 2001). The sale price of such houses was about 50,000 Et. birr and
57,000 Ec birr for cash and mortgage, respectively. If the sale was on mortgage, it required an initial

deposit of about 25,000 Et. birr. The remamning 32,000 Et. birr had to be paid over a maximum of

thirty years. This requires a monthly installment of about 125 Et. birr. Assuming that all capital will
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be borrowed from commercial banks (ar mrterest rate of 10.5% perannum) this loan is affordable to
less than 5% of houscholds i Addis \baba. Morcover the mitial deposit of 190 hir 25,000 s a

burden that most houscholds cannor attord to pav. Fhe sale prce does not seem to he mftlated tor

the standard of construction emploved here, The lease fee (which accounted for abour 300, of the

construction cost of the smallest house)  has contnbuted o the hageh cost of the housing

d('\'clu[)nu-nl

The investigation conducted to dentify the socio-cconomic groups who would be future residents of

Ayat mender showed that they are high-income persons operating i the private secton Although

was not possible to confirm the proportion, people who hive and work abroad constitute 2 substantial

part of the future homeowners m this tl('\‘rlnlnm-nl TE this s the case, then s hkely that the

cconomic: status of the legal homeowners and the actual residents would vary, The absentee

homeowners may rent out therr dwellings or they may have a second houschold of their own

occupymng the dwelling. This situation will create an arca with a dual system: a housing class clearly

indic;mng the occupants and Imnsing class with different occupant/owner status Moreover, Avar

real estate development s likely to be an sland of muddle and high mcome groups anmud very low

income houscholds

B. Habitat New Flower Homes Plc,

Description of Estate

Berta-Habitat (CMC) housing estates are found at two sites in Addis Ababa: at Kotebe, near the

Special H()using and at Kaliti. Both sites arc abour 10 km away from the City Center. Habitat New

Flower Homes Plc. and Berta Housing Development Organization are sister companies.  T'he first

specializes in real estate development planning, design, and marketing while the latter operates as a

contractor. These establishments also have affiliated companies thar supply wall, floor, and roo fing

matenals and workshops for the production of metal and wood components for buildings. As 2

contractor, Berta has experience in land and housing development as cary as the mid 1970s. The

town houses it dcvclr)pcd at Wollo Sefer in Addis Ababa exemplify its approach.  This gated

community has a well-organized service system with limited accessibility to outsiders.

The real estate development at Kaliti is located about 800 meters from Debre Zeit Road. Big stores,

workshops industrial and

agro-industrial plants occupy the arca around the housing estate. Kaliti lies

in the Southerm part of Addis Ababa where the majority of industrial establishments are located. This

estate was a dairy farm for over thirty years. The site belonged to the Berta Fabitar owners' family

since the povate landholding period. Regardless of its location and the ncighlmring properties, this
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housing estate is designed as an exclusive high class residential estate. At complenon, the estate will
have about 200 homes, an artificial lake, and an m-door as well as outdoor recreanonal tacilites.

(Berhanu 2004)

Iand acquisition, Development Planning and Spatial Charactersitre

As mentioned carlier, the FHabuwtat New Flower Homes housmyr estate at INalit was ]1l;umul on
previously held land. The procedure for the conversion of land use starts with a landholder applying
for change of use by presenting project profile. If planning consent s given, then site planning and
design for capital projects will proceed. Upon submussion ot the proposcd lavout and detal designs,
the City's planning and buildng permut department reviews the proposal and upon fulfillment of
requirements a building pemut s issued. Developers are expected to adhere to the approved site
subdivision plan and building layout and detail designs. The developer has passed through this
process but the ambiguity about space standards and abour the power of the City Government on
land held period to the leaschold policy has complicatons. 1t a developer fulfils the mmmum
standards, subdivision plans and building designs could be approved. The question is i the absence
of a maximum lmit for land holding and clear space standards; while at the same nme declanng, land
a public property, what are the crnitena for site developments Space standards should be apphcable
city-wide. Variations may be acceptable to a certamn level, but v a city where honizontal expansion s
to be curbed, where the size of land for mdividual allocation s getting lesser and lesser, the
development of very wide green-ficlds m the services arcas of the City such as Habiat New Flower

Homes Department, produces mefficient urban system.

Housing Types und Physical Development

This housing estate has basically six types of houses. The plot sizes range from 250-1000 m? and the
4 ) Yl I 8

area of the houses from 72-289m2. One of the pecubaritics of this housing estate s the use of

basement floors for service rooms and the mcorporation of carports within the maim building. The

Eastward slope and the large size of the estate has facilitated the use of basement floors. When the
site 1s fully developed, it will have shopping facilitates, a gathering, catenng and indoor as well as
outdoor recreational facilities, and an artificial lake i licu of the wetland within the premises. The
dcvcl()pcr plans to create a gated-community where the housmg estate will be self-sufficient, fenced
and gated. Intemal roads and facilities will be privately owned. This mught be a natural reaction as

the surrounding area i1s not of a similar standard.

Affordability of the Housing Estate

The minimum cost of a housing unit at the Kaliti site s about [t bire 500,000, The method of

financing the development is through users capital. Each house 1s developed for a real client.
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Applicants register for a house vpe and plot size of their own choice 'pon agreement, chents are

required to pay a down payment ot about 10" of the cost of the house tvpe they chose. Then

clients are required to pay mstallments ar certaun stages o the construction. Clients can bringr ther

OWN SUPCrVISOr to monitor quality and pace ob construcnon. Berta acts as 2 contractor and 1 abatat

Homes as a consultant m the development process. Through tlhas arvanpgement labaar lomes

supervises the works, authorizes variations - desymn ar the request ob castomers, and also negpotites

costs tor the varations with the clients I'he whole operation resembles 4 normal owner-consultant

contractor form of construction management. Nanatons that ar acceptable to the developer are

then specificd i the agreement between customers and 1 labitar Homes: Customers cannot specity

different materials that the sister companies do not produce. However, within the limits of rhe

agreement, customers are assured to pet 2 property of therr iking within the ime and the budget they

agreed with the real estate developer, though there ha been widespread complamts with regards 1o

timely delive ry.

Soco-economic ¢ sroups Served by the 1:stuate

The cost of houses is 2 pood mdicator of the economi groups to he served by g housing:

development. In the subject house cost bemg over halt a nallion [ bire, the customers ot this real

estate dcvclopor must be high-mcome groups. [t was not possible to get sufficient data to describe

the social and cconomic characteristics of clhients, bur discussions with few clients and I abitat

Homes indicated that the majonty are Fthioprans residmg abroad and few business operators in the

country. In fact, most of the clients are not shelter-needy households Rather, the purchase of homes
) I

in such real estates is part of accumulating property and a way of upward mobility i social and

economic spheres. Those mterviewed indicated their preference for the estate on its exclusiveness,

the high quality of its in frastructure and open space standards

3.1.6 CPM Analysis
The fact that Ayat Real Estate PLC is the first real estate developer since the fall of the Dergue and

the fact the Habitat — Berta 1s a merger of companices with marketing and exrensive construction

experience make them close competitors of Sunshine Construction PLC (Sunshine for short) i the

real estate sector.

Using the aforepresented information and through further consultation with clients sales agents,

architects, development planners, and engmeers of the two competitors the following competitive

profile matrix (CPM) is developed.
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Table 3.1.06.0 CPN - Valyss of Sumhune, | labitat New Vloner and - 1yat

[ - ih«\‘u‘nsl_lin-v Construction iAfI:ll)l.lill — Berta New Ayat Real
Critical Success \ PLC (Real Estate) Flower Homes Estate PLLC
) Weight | ‘\ { ‘\ Seor
Factors | Rating | Score Rating ‘ Score | Rating
1 ‘ ‘ i ¢
‘ | ’ 1 | Ll
Location & 0.3 l ! f 12 3 ‘ 0HOo : 3 (.9
A \ \ | & |
neighborhood ’ l t \
Image of company 0.2 4 | 0.8 3 1 0.6 ‘ | 0.2
‘ | | ‘ |
(promotion) | 1 ‘ ;
Financial position 0.1 3 { (.3 3 i 0.3 3 0.3
| | |
ST g i : | . |
Product Quality 0.2 3 0.0 2 \ (). . 1 W‘ 0.2
(workmanship & \ ‘1
|
finishing) ’ i
Delivery time 01 T 0.1 | 0.1 | ~ 0.1
punctuality ‘
S | | N - S NS — —— -t
Customer service 0.05 4 0.2 4 | .20 | 0.05 |
, , . — — e
Price compositeness 0.05 3 0.15 2 i 0.1 2 [
S S| S T |
Total 1.00 3.45 l 2.60 1.85 |
J USSR tim——m—— o S i J

Key: The rating values are as follows: 1 = major weakness, 2 = minor weakness, 3 = munor strength, 4 = major strength
(David, 1999)

A note on the catical factors sclecred for the CPM analysis 1s i order. It s apparent that gettung
developed land with a good neighborhood is considered very unportant for real estate property

purchasers who are mostly upper class people.

As with other products, real estate marketng s heavily nfluenced by the image of the developer
Customer and the general public develop this image with mtluence from  advertisement and
promotion. In addition, the history of the company is closely checked by most purchasers before

making a purchase.

The financial position, product quality and punctuality of delivery are mterrelated factors.  These
factors influence the construction competence of the developer. In general, it should be noted that
construction project management, technical competence and financial capacity are the major
elements of the construction industry of not only Addis Ababa but also of the entire country. These

elements are so poorly cultivated that the construction industry, and hence the real estate
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development sector, is sufferng from delayved projects, poor workmanship and fiushing and claims

and counter claims from parties with untultilled conreactual agreements

Customer service 1s becommg more and more mmportant especlly tor service mdustries, A frer the

openmg up of the Fthiopian cconomy 1o muarker force s lthiopram husmesses are not only « hallenged

to produce more with better quality and sell ar compentve poces but also o trear the customer with

urmost respect. 'I'hnu‘ull 4 new concepr 1o |~.tlnup1.u1 busmesses, customer service has become an

important factor in marketing real estate m Addis Ababa

Apparently, price compentiveness though not as mportant for the high-income proup as for the

middle income, 1s still an mdication of compentivencess. It goes with out suving that mprovement i

technology both i matenals and method of construction could lead to lower construction costs

This 1s exemplified by the Addis Ababa Housing and GT7 collaboranon Condominium FHousmg

Project, which resulted in a lowered construction cost. Theretore, the real estate developers are all

poor with regards to their pnce compentiveness and do not ver see the need to tackle the issuc

according to table 3.1.16.1, Ayatas rated below average (2.5), where as Habitat New Flower IHomes

are just above average. Sunshimne is domg excepronally well as ompared with the tormer two

3.1.7 EFE Analysis

Having such a background on the extermal marketig environment and usmg the external factor

evaluation matrix (EFE) shown below, the firms” response to external environmental threats and

opportunities are analyzed. Here the factors are arnved at through consultation with different urban

planning, architectural and engmeenng consultants a real estate developer, two real estate marketers

In addition, the rescarcher’s Judgment and experience is also used. The weight given to each external

factor is also arrived through the same process. However, the rating is based on in-depth interview

of the Marketing and Business Development Department THead and Engineering Services Tead of

Sunshine Construction PLC. Moreover, personal observations of the two departments in action and

consultation with engineers and sales agents of these departments have been used. Furthermore, the

researcher’s expedence as customer of Sunshine Construction DL has also proved strumental in
this analysis.
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Table 3.1.7.1 Fixternal actor Vivaluation NMatvis: for Sunvhine (Real oate)

S R = B 9 R . = 1 swrr_° 8. . ¢ =1
Key External Factors l Weight Rating | Weight Score |
R S ! | | ‘
Opportunity
(. — ‘ - . e {
L | Improvement m land pohcy 015 | | 0.00 \
| |
- SRS FINEATINS N
[ 2 | Increased housing demand m the Cary \ 015 i 3 | .45 {
| |
} et 4 { { ————
| 3 | Global trend of speciahization m housing dehvery | (.10 1 } l (.40 \
‘ | |
4 | Government Encouragement to the sector l (010 \ ‘ (0.30)
| —— - | 1 1 |
‘ Threar
=T v = e @@ g — o 1 1 = T 73 1
1 | Lack 0.2 of transparency in currying land | 01 \ } \. (.30 ‘
I S l - ‘ : }
2 | Cement & construction materal avinlabihity and | 0 | .20 [
\ i
¢ escalaty | | |
pnce escalanon = |
. '
- I — B | E— ;
{ 3 | Lack of Developed land 3 0.10) ‘ 2 ‘ (.20
. o CE | - ] = e e
| 4 | Lack of private finance i 0.10 | [ 0.10
! — T ——— d— t 1 et -
[ ['otal " 1.00) | i 2.55
e e e I S | | J
Key: Rating of 4 = the response is supenor, 3 the response s above average, 2 the tesponse s average, and 1= the

response is poor. Response in this table relates to external environment

The average score of 2.5 as prescribed by David (1999), 18 satisficd. [ris hence readily apparent that

one of the leading firms i the ndustry, Sunshine, 15 only a little above average with a score of 2,55
on the EFE matnx. This says a lot about the operanon ot the real estate marker.  Unlike the
developed world, the Addis Ababan market s tolerant of mediocre response of real estate des clopers

to its external marketing environment.

3.2 Internal Marketing Environment Analysis

As mentioned in the methodology of this project in depth mterviews were carried out. T'wo
managerial staff, Marketing Head and Head of Business Development and Public Relations Service

and Engmneenng Services Head were interviewed.  In addition, one marketing personnel and one
development engmeer were extensively consulted.  The mterview schedule s attached in the
appendix of this paper. Furthermore, some relevant source documents that were furnished by these

people are included in the appendix.

The mterview questions are categorized as gencral, marketing research and nformation, overall

(marketing) policy and tacucs, the product, marketing strategies, market sepmentation, selling

techniques and intemal (overall) environment. Though most of the mterviews lasted more than one
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hour and though the sampling s more of convenience sampling, care has bheen taken nor o
mtroduce buas mto the analysis The mterviews were recorded and exhaustively transceribed. The
notes that were taken durmg mrenview wene compounded with the transcrption to produce a faly

realistic view of the mremal markenng environment,

3.2.1 General Intemal Environment
The mterviewees confirmed the fact that real estate agents which are normally involved with the

marketing of real estate in the developed world are rare in Addis Ababa. Sunshie Construction

PLC, consistent with this trrend has its own marketg department that s directly accountable to the
Real Estate Development which s a core busmess.  (Refer 1o excerprs of Company Profile i the

annex) This busmess arm s m turn directly accountable to the managang dircctor. Inaddition, it

works closely with the other services of the company such as engmeenng and material production

services. Sales are usually done through salaried marketng agents, though the performance of some

extemnal people working for commission cannot be discounted Emploving an external agent would

have definitely aided the company to have more marketmg information

Sunshme Construction 1°.1,.( particularly the real estate husmess unit s expenencmyg casy sales, This

is attributable more to the acute housing shortage than anythmyg. The developer has started work on

184 wvilla type single-family houses and over 500 apartments - the past one and half years.  In

addition, 95 villa type real estate houses are being constructed. The sales of this last bateh was done

in the past month. All of these houses found buyers i no tme confirming the existence of casy

salcs

Sunshine bought land on lease from the city administration about three years ago.  The land

acquisition process was lengthy and cumbersome. It entailed lengthy negonatons with no promise

of positive out come. Fially, after the ‘real’ change of the municipality admumistration in 2002, the

process was smoothened and the land was sccured. The total plotarca of land secured for housing

real estate 1s 291,628m2.

The customers of Sunshine are mostly the Frhiopian  diaspora (around 75%). They are mostly

people who would like to own property m homeland or people who would like o support fanuly

back home. This group is mostly interested with the villa type or smgle fanmuly unit typology and is

affluent enough to afford the purchase. T'he rest are upper and muddle mcome residents of the

capital.
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In addition, most customers are observed to be attracted o buymg real estate from Sunshine because
of its reputation According to the Acting Markeung Head  Sunshme has the reputanion of bemg
financially strong with a well-developed constmction management systeme This s really luring to
purchasers as tmely delivery, which s considered to be directly mtluenced by these competencies, s

one of the most important wants of the marker

Apparently the enormous demand for houses m the aity has made the marketing people less than
enthused to try and discover the market mformanon on the deal partculanues ot the property
market. They know very little and are not busy scannmg the marketing environment. They have
names of real estate developers but with regards to marker share, strength, weakness and markenng
strategy they have almost no information. The other reason for thas mught be the tact that culturally,
research 1s given very hittle importance.  In Sunshine too, hunches have been ruling its acnivities.
Though mtuition 1s not to be totally discounted, it 1s prudent to ad it with rescarch fact. However,
generally, the staff considers the competition as weak with regards to construction expertise, financial
position and business understanding (most actually tend to be of “hitand-run” mentality).  This
corroborates with personal observaton ot the researcher’s on other two real estate developers
mentioned earlicr, namely Ayat and Habitat New Flower Homes.

Government regulation with regards to leasing land 1s given importance n Sunshine.  This s
undesstandable since developed land 1s becoming a scarce commodity, hence tuming out to be one
of the key success factors in real estate development. In addition, smce Sunshine apartments are not
completed yet regulation with regards to condominium housing 1s given secondary attention, 1f given
attention at all. Therefore, property management of sold houses s not a burning issue in Sunshine at
least for now. But it could be sensed that image conciousness would most likely perssuade Sunshine

to take up this role at least in the mitial few years after submussion.

Performance of the government, real estate developers, customers and supphiers s rated fair by the
interviewees. One striking phenomena to note here is the across-the-board tendency of customers to

ask for modifications in design. ‘A man’s home is his castle’, is true n every sense of the adage.

It is surprsing to note that banks arc competing among themselves to give mortgage deals to owners.
However, up until now, they only support customers who have paid 50% of the housing cost. On
the other hand, foreign companies who have employed Ethiopian purchasers who live abroad give

mortgage deals to them so that they could finance their real estate property.
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3.2.2 Marketing Research and Information
Market research in Sunshine s luxury rather than necessity. It s not dispured  that market

information is important but it could casily be nonced that itis not urgent. Theretore, most of the

information incorporated n this section s hited m appheation latitude due to this phenomenon.

Asked about the actual and potenual market share of the Company, the intenvicwees could not put a

figure their answer, just that they have the hon's share of the marketis their dommanng perception.

As to possible past and future trends, land, construction materals, status ot local construction

industry and abundance of cheap labor have been rased by the mterviewees.

Land has always been a source of power conflict m Fthiopaa.  The trend has been for the
government to hold land and favor groups through bestowing developed land. Now the trend s

very slowly changing through the lease system. (Refer to Section 3.1.1 of this paper.)

Cement has become one of the most precious commoditics m the construction mdustry.  [f this
trend continues then the construction mdustry’s advance will be preatly hampered. Import ol
cement is allowed only recently and its ¢ffect 1s not yet seen. Hopefully, the cement shortage will not
be as cntical as n the past few years.

The construction industry is sull an mbant m Fahwopis e has an cnommous potential tor growth,

One of the strengths that it could gather from the environment s abundant cheap labor.

The overall marketing policy and tactics of competitors was logically reasoned to be very expensive
according to Sunshine’s Acting Markenng Head.  Most real estate developers are late mto the
industry when compared to Sunshine. Therefore, they are going through the most expensive phase
of advertising heavily. This Sunshine has already done through advertisements in television & radio
programs, web page advertisements and advertisements placed in print media such as magazines and
newspapers. Bill boards have also been used. In addition, as trend setter in the real estate industry,
its acquisition of land has been publicized by the government through the publicly owned television
and radio news. Therefore, Sunshine spends comparatively less on advertisements. It is now trying
just to maintain its image through promotional activitics. A pood example is the World Cup 20006

promotional program that has been munning on FM Radio in the month of June 20006.

Since most real estates developments cater for upper and middle class people, television is rated as
number one media for promotion and advertisement. Sunshine throws big banquets and parties for

customers, employees and its affiliates. This has fostered a kindred spint towards the company.
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Though no thought out mcentive schemes exist, the generous unexpected reward receved by a
machine operator has had a big cttect on the work force. This operator was piven a wesidential

home as a bonus for long and frutful employment with the company.

3.2.3 The Product

The credibility and umage of a real estate developer s one of the mostimportant assets a property

developer could not do without. Sunshine i this regard fares much better than compentors

However, other aspects of the total augmented product are for the most part neglected. Though
design modifications to meet customers’ requirements and a variety of matertal choices from which
customers could choose abound the agents” function s largely overooked. Of particular importance
is property management. Before, duning and after development site and target market identification,
building typology development, construction tollow-up, selling, and building management are parts
of the product. Sunshine tnes to handle some aspects like the selling on ats own, but the advantage

of input from specialized functional agents could be a better tool ro produce a more enhanced

product.

Timely delivery 1s very important in this industry.  However, delay m completion on promised
date has proved to be a major cause of fnction between Sunshine and its customers. The reason
for this problem given by the engmeenng services head were too short an estimate of

construction time, overwhelming housing demand and shortage of cement.

The information sources on the augmented product delivery could be both intemnal and external,
The intemal access to such information s mostly through formal mectings held every fortmight.
The extemal sources of mformation are consultants, both management and architectural and
engineers. However, customers, agents professional bodies and researchers are not used
cffectively. Stll, some of the interviewees believe that the market 1s represented by the customer

that specifies his/her nceds.

3.24 Marketing Strategy

The marketing team is very important for the marketing strategy to be effective. To this effect,
recruitment and selection of the marketing personnel at Sunshine s given due attention.
Qualified people are mvited to apply for the vacant posts and screened meticulously. It is worth
mentioning here that recommendation by intemal personnel is quite common and most cases
result in employment. This is quite expectable in an African setting where references are given

more credit than qualifications.
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Research which could greatly aid marketng stratepy as not used toadenufy target groups. The
reason for this is that sales are casy and the housing denand s overwhelmmg, Tts, hence, caster

to explamn sales success than to try and understand target markets.

For now, Sunshine s not mterested selling new property unnl the next l'ﬁthmpmn New Year

Therefore, m broad terms, as expressed by cach mrervicwee, Sunshine needs to build s mage

by stressing current activities and by expressmg s future growth potental. This s an mdication

on the effectveness of company communication of marketing goals.

The marketing message 15 communicated 1o the market through a combmaton of direct
(brochure) and mdirect selling techmques (contact networks, press and natonal news ageney).
Press advertisements include placement in Capital newspaper and ABBI weekly paper.
The marketing activity 1s followed up through meetngs.  Weekly mectngs are held every
Monday at Head Office and site meetings are held every two weeks (on every other Sunday).
Such meetings have helped i information flow and are instrumental to the success of the

marketing efforts.

In such a big company, such as Sunshine it 1s incredible to hear that there is no formal marketing

budget. Though there are allocations for markentng acuvities, they are not planned and tend to

be sporadic.

As part of the marketing strategy, the method of selling was mquired about. It was learnt that it

is the same as found in almost all other real estate developers-Private Treaty.

3.25 Market Segmentation

Both competitors and Sunshine cater for the same upper and middle class groups.  As already

mentioned, this is the group that could afford such expensive housing,

cost around 3000 Et. birr/m2.

This would currently

Luxury housing in Sunshine’s terms is single-family unit types, where as non-luxury housing are

located in multfamily blocks. According to the Acting Marketing Head the luxury collection is
not that luxunous per se. These houses, however, are of better quality finishes having bigger

room sizes and more functional facilities.
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In marketing luxury housing all aspects of the property are important. Quality of design and

finishes, elegantly fitted units, and location and locality arc all equally imporrant

Observing, the acute housmg need of the city, it s not surpnsing to be mtormed that Sunshine
does nothing to induce sales among new buyers. Though mortgage processing s facilitated by
Sunshine, still this is done after sales has already taken place and Sunshine has collected 50%0 of

the payments. The houses are used as collateral for mortgage loans.

3.2.6 Selling Techniques
The selling techniques used by Sunshine include public relations, brochures and particulars, press

advertising, sidchoards and hoardings, demonstration using show umits, relevision and hoardings.

Direct matling and incentives are not used

3.2.7 Internal Marketing Environment
Currently the process of marketing nvolves image building activities, customers payment follow-
up, matenal change requirement and request processing from chent and construction progess

assessment of sold and new houses. As mentioned caclier this is monitored using regular formal

meetngs.

One element of the intemal marketing environment is the company structure. The diagrammatic
scheme s attached in the company profile in the annex. It was developed by an extemal
management consultant. The development of the company structure was made during a penod
of relative inexperience on part of the management. Now that the work 1s being done and

personnel are more familiar with the requirement of their jobs, further revision of the structure is

thought to be in order.

Sunshine is staffed with qualified personnel with loyal attitude towards the company. This has
made the intemal marketing environment conducive for facilitation of proper design of product.

Moreover, customers are treated with utmost respect and every little want they have is given

importance.

With respect to property development design, Sunshine employs the expertise of renowned
professional consultants. In this regard, Sunshine defines the type of property that the target
market is likely to buy and design is done accordingly. Hence, though specialized agents are not

employed. Sunshine itself acts in the capacity of one.
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Procedures that have arisen through experience on the job are bemg used to govern daily work.
These have proved to be efficient for the dealings of the company. s very important for real
estate and construction companies to have such conducive environments. Financial matters are
settled promptly in Sunshine.  Work orders are processed efficiently. It s unusual of
construction companies to have such smooth working procedures. THenee, it could be sard that

this is one other area of mternal strength for Sunshine,

The working atmosphere and the overall chimate at Sunshine s commendable. Employees are
fricndly and courtcous with cach other and also with outsiders. They are very cooperative, be it
in handling customers or in working at technical matters on thewr own desk. The lighting of
offices, the posh fumitures and the excellent fimishes of the Head Ottice building communicate
an ambicnce of good qualities and high class. It has a positive impact on customers, since it
radiates the developer’s aspiration for excellence. The site offices, as well, are by far the neatest
looking that the researcher have seen i more than half a decade of engineerng professional

experence.

If cement shortage 1s the number one external challenge, then professional (architect, urtban
planner or engineer) tumover is at the top most of the mtemal challenge list, though this might
sound like a contradiction to a commendable working climate, a closer observation of culture
will shed light into the ssue. It has become a culture among youny professional architects and
engineers in the construction industry to change jobs with little or no improvement in the bene fit
compensation they recetve. The problem is that most professional on construction sites tend to
dislike having to deal with personnel matters. Since they are technically well versed they take up
managenial posts as a way of up-ward mobility in their carcer. However, most start complaining
about the ‘non professional’ challenges and start feeling as getting de-skilled. Therefore, they try
their hands on new jobs just to stay abreast of current construction technology and somehow

stay excited in the industry through creating vancty in their experence.

It is worth noting that employment of other technical staff, such as machine operators tend to be

very expensive.

To tackle these problems head on, Sunshine has made arrangement to train technical staff on its

own and in association with other training centers.

The increase in construction material cost and the scarcity of cement is driving Sunshine into

backward integration. It has been making use of its wood and metal workshop to supply it with
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necessary fittings, such as door and window. In addition, 1t produces some construction mputs

cach as gravel. This has helped the company’s performance durng penods of construction mput
scarcity. Very recently, the ( ompany has made a teeaty 1o huay 50,000 quuntals of coment every

three months from a private importer.

The mterviewees seem to be forward lookmg. Many opportunities tor prowth are visualized

Lettng furnished apartments, getting into the hotel busimess and sccuring more land for real
g I g o g

estate house renting (10-20 building with 10-12 storeys) are envisaged a span of five years.

3.2.8 Internal Factor Evaluation (IFE) Matrix

The above presentation and analysis of findings could be a good prelude tor further qualifier

analysis using IFE matax. Additional factors through obscrvation have been dentified in an

effort to develop this matrix. [ntuitive judgment 1s used to come up with weights and ratng

figures.

A brief comment on table 3.2.8.1 is in order. Sunshme rated just above average mn IFE matrix.

Yet it is one of the most successful real estate developers i Addis Ababa. Tt could, therefore, be
induced that above anything else, positive market forces and in particular the overwhelming

housing demand drive the market performance of Sunshine’s real estate business
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Table 3.2.8.1 1112 Matri: for Sunshine

KEY INTERNAL FACTORS [ WEIGHT | RATING | WEIGHTED SCORE
INTERNAL STRENGTTT o ‘
1. 100% sales and letting of property "—T"il!.l s | 3] 0.15
2. Increased inbound cash flow 0.1 4 ; 0.4
3. Visionary CEO i 0.05 4 0.2
4. Reputation as cthical and rehable 0.5 A ‘ 0.2
5. Financial and beurocratic efficiency 0.0 v 0.2
6. Forward looking staff .05 3 | 0.15
7. Efficient promotion 0.10 i (.4
8. Fairly diversificd portfolio 0.5 3 ’ 0.15 \
9. Backward mtegrated (supply of construction 0.05 3 0.15 :‘
matenals such as gravel)
T |
INTERNAL WIEAKNESSIES '
1. New to the real estate market 0.5 2 0.1
2. Difficulty retaining professionals 0.1 1 0.1 l‘
3. Delayed schedule of the first batch of real 0.1 1 0.1 1
estate property ‘;
4. No comprehensive plan of making use of the 0.5 1 0.5 '
overwhelming housing demand :
5. Enormous back log on housing 0.05 2 0.1 |
6. No control on cement supply 0.1 1 0.1 }
TOTAL 1 2.55 i

Major weakness (rating = 1), a minor weakness (raung = 2) , a minor strength (rating = 3), or a major strength (rating
= 4). Ratings are thus company-based, where as weights in table 6 are mdustry based  (Dawid, 1999)
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CHAPTER FOUR
CONCLUSIONS AND RECOMMENDATIONS

CONCLUSIONS

Extensive literature review, in depth interview with personnel from Sunshine Construction P1L.C,
discussions real estate development chents, consultations with different Addis Ababa Cuy
Admnistration executives, consultations with professional consulting urban planners, architects
and engineers, consultation with a real estate developer and professional employee of real estate
developers have been used to gather and analyse data on marketing real estate - Addis Ababa.
Qualitative analysis based on these and personal observanon and mtuitive judgment were used to

arrive at conclusions.

Real estate in Ethiopia and in particular in the Capital, Addis Ababa, is becoming an attractive
business after the early 1990’s. The socio-economic groups that are served by real estate
developers tend to be the middle and upper income group. The obvious reason for this is the
expensive nature of property development. The technological environment in the construction
industry in general seems to be very stable n the country. However, costs minimizing
technological improvements have been mtroduced 1o the Addis Ababan market through low-
cost housing scheme supported by the City Admunistration. Real estate developers i the city are
faced with the challenge of a degraded physical enviconment and a poorly  developed
infrastructure of Addis Ababa.

Competition in the real estate industry 1s rather unconcerning. Usimg a simple CPM analysis
Sunshine Construction PLC is found to be by far better its other two closet competitors: Ayat

Real Estate PLC and Habitat New Flower Homes PLC.

Another analysis technique used in assessing the external marcketing environment s EFE matrix,
Here, Sunshine’s score is just above average indicating medium responsiveness of the Company

to the external marketing environment.

The intemal marketing environment of Sunshine Construction PLC was investigated using in-
depth interviews and personal observaton. Brochures and Company profile have been studied.
Visit to Sunshine’s Gerji site development was made.  Overall, Sunshine fared just above the
average mark on the IFE matnx. Itis the salient finding of this paper that more than anything,
enormous housing demand is the major factor driving Sunshine’ performance. The major
inhibiters, on the other hand, are acute shortage of cement in the city and difficulty in retaining

professional pesonnel.
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RECOMMENDATIONS
Relying on the ever ‘insatiable’ demand for housing ro be the marketing strategy for real estate
will not prove effecuve for long. The global trends m real estate industry call for better

marketing research and stratepy.

Recommendation to Sunshine Construction I .C.

1. Employ an agent or a marketing consultant that will aid the m-house the house-marketing

department with on its marketing activities.

N

Invest time, cffort and moncy to develop a proper marketing strategic plan for real estate
development.
3. Workout a detailed implementation plan for accomplishment of the strategic plan.

4. Foster, among the employees, the habit of makmyg market observations

Recommendation for further study

1. Real Estate property as a product is expensive. [fitis to be made available to the majornty of
the middle-income group and particularly to the first ime buyers, altermative technol ey and

financial schemes need to be investigated.

N}

The marketing aspect of real estate mvestigation i this paper did not include an all-out
rgorous customer need assessment.  [f further research is pursued in this most mterestng

subject, with emphasis on this aspect, it would give a more concrete prcture of the situation

in Addis Ababa.
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DN EWN -

Date of Name of Investor
Permit
Wass Develpoment & real estate enterprise PLC
27-Mar-06 RAYAN INVESTMENTS PLC
18-Aug-04 AYAT PLC
14-Nov-97 Jukerose Ethiopia PLC
30-Nov-05 Pacific Link Ethiopia INC. Pvt. Ltd. Co.
16-Aug-05 GEBEREMIKAEL MARQOS
20-Jul-05 S.N.B. Business PLC
19-Mar-04 Bashanfer Trading PLC
10-Mar-06 FOUNDATION REAL ESTATE PLC
14-Mar-06 SAKAPLC
8-Mar-05 KAME REAL ESTATE PLC
3-Jan-06 Getty Enterprise(Proprietary)L TD/Ethiopian Branctv
1-Mar-05 Daniel Tekeba Adnew
22-Feb-05 ELSABET LEMA KASAYE
28-Feb-06 PAN AFRICA PLC
26-Aug-04 MENAGESHA PLC
23-Feb-05 J F INTERWORLDPLC
29-Mar-05 MOHAMMED MUSTEFA ABAS
12-Jan-06 SENISHION CONSTRACTION PLC
11-May-06 Friedrich Hess
13-Jan-03 Karakore Real estate PL C
31Jan-05 YESHI PLC
23-Jul-99 Shola Share Company
S-Mar-04 Yosef Tegegn
17-Mar-05 ADDIS ABABA MARKET CENTRE MERKATO PLC
10-May-04 Ngan Ching che
10-Aug-04 Nuba PLC
18-Aug-05 TEKLEBRHAN AMBAYE
22-May-06 Top View Real Estate PLC
10-Nov-05 WOBHILL TRADING
9-Dec-05 SHEGER PLC
22-Jut-04 Ologo PLC
11-Feb-05 TSEGA AND MULUGETAPLC
20-Feb-06 KANGAROO PLAST PLC

Marketing Real Estate in Addis Ababa

Urrear oSsialc mnmvoouneiit rrysvts

Investment Activity

Real estate construction and housing
Realestate Development(G+0-G+9)
Real Estate Development /G+5/

Real estate and housing development
Real Estate Development

Reaistate development

Real estate development

Real Estate

Real Estate Developmet /G+4/

Real Estate Developmet /G+12/
Real Estate/G+1/

Real Estate Development/G+6/
Real Estate (G+0-G+3)

Real Estate Development/G+9/
Real Estate Deveicoment/G+2/
Real Estate Development

Real estate development/G+13/
Real Estate Development

Real estate development

Real Estate Development/G+%/
Real Estate develpment /Residencial construcbon/
Real Estate /Building construction/
Real Estate Development/G+4/
Real estate deveiopment
Housing/Real Estate Development
Real estate

Real Estate Development
Realestate Development(G+0-G+2)
Real estate development/G+12/
Real Estate development (prefabncated House buslding Construction
Real Estate Development/G+1/
Real Estate Develcpment (G+1)

Region of

Investment
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Adars Ababa
Add:is Ababa
Addrs Ababa
Addrs Ababa
Addrs Ababa
Addrs Ababa
Addrs Ababa
Addis Ababa
Addis Ababa
Addrs Ababa
Addrs Ababa
Addis Ababa

Capital
(In '000 Birr)
455,030.00
389,338.00
311,352.00
211,681.00
180,000.00
168,000.00
160,000 00
128,500 00
117,260 00
112,100 00
111,977.00
110,000 00
100,000 00
100,000 00
97,073 00
93 564 00
86,650 00
83,000 00
80.000 00
70.000 00
67.281 60
62,888 00
61,895 60
61,700 00
60,357 00
60.000 00
60,000 00
£0.00C 00
55,000 00
55,000 00
54,396 00
53 000 00
52,220 00
52095 00

Perm
Employment
2010

SRoz8888a0

&8

8

Temp
Employment

Al-1




IPII - I.I Name of Investor
15-Feb-05 FREEDOM REAL ESTATE PLC
1-Mar-05 MEMSAK INTERNATIONAL HOLDING PLC
24-May-04 Pillar Estate PLC
16-Feb-05 T K INTERNATIONAL PLC
12-Jan-05 GAD CONSTRUCTION PLC
25~Jan-05 ALEMAYEHU KIDANEMARIAM GEZAHEGN
6-Aug-04 FEBA ENGINEERING PLC

BE2BV2BBLAFRLBBLBB080082888ser?

22-Sep-04 ING ABEBE AYALEW
25-0ct-02 H/mariam Kelemework
18-Sep-02 Stream Trading PLC
23-Now-04 TDH International PLC
21-Dec-04 KALEB TRADE AND DEVELOPMENT PLC
30-Nov-04 MESERET GEBRETSION NIGATU
7-Apr-06 Flag M Engineering PLC
11-Nov-04 GETU GELETE DUGDA
24-0Oct-05 KURTU INTERNATIONAL
3-Jan-06 DANIEL KELEMEWORK
3-Feb-06 ADOT INTERNATIONAL TRANING PLC
19-Apr-83 Ghion Nile Investment and Trading P L.C Anactve!
22-Jan-02 Addis Mender Real Estate Development Share company
19-Sep-02 Fnendship Business Group pic
11-Aug-05 Berhane Woldu
31-Dec-D4 YARED BESIRAT WELDEMESKEL OR JUPITER TRADING
10-Feb-05 EDIT PLC
18-Dec-85 AHADU PLC
3-Feb-05 BIRIKTI GIRMA MENGESHA
23-Nov-04 T.DH. Intenatonal PLC
5-Mar-S6 MAG international Constructon & Dev PLC
26-Feb-S5 Habesha Treding P L Co
3-Aug-04 GETAHUN BESHA
30-Nov-04 GETACHEW AYENEW ISHETE
14-Nov-05 AMAM Investment PLC
24-Feb-0S BCOS GROUP LLC /ETHIO BRANCH/
23-Feb-05 GUELF AZIZ FAMILY GENERAL TRADING PLC
18-Feb-C5 TEFERA ZEWUDE
7-Feb-08 ZELEKE WAKENA
17-Dec-04 SERGUT SEMMA
8-Dec-03 Jaad investment PLC
74  18-Nov-05 ZELALEM DESTA
75  18-Aug-05 ASILIRLESTATEPLC
76 28-Dec-05 ASTER TESFAYE
77 17-May-04 Pramed Construction PLC
78 1-Feb-0S MARIO DIFAVERI
79 9-Aug-0£& Alamoudi Khalid Omara
80 6-Nov-02 Duguma Hundie Geda
81 9-Dec-0& FITMWI WELDAY
82 16-Jul-02 Getachew Woidu
83  28-Feb-05 MELKA NIDA
84 2-Sep-04 YEWUBDAR YIRGA HAILE

AINISBR

Marketing Real Estate in Addis Ababa

11-Jan-06 Abysinia Business and property Investment LTD(Ethiopian Branch)

Investment Activity

Real Estate Development/G+10/
Real Estate Development/G+12/
Real estate Development

Real Estate Development/G+10/
Real Estate Deveilopment/G+4/
Real Estate Development/G+9/
Real Estate Development/G+2/
Real Estate Development

Real Estate Development/G+1/

Real Estate Development/G+4/
Real Estate Development/G+7/
Real Estate

Real Estate Development/G+9/
Real Estate Development/G+7/
Realestate Deveicpment(G+5)
Realestate deveiopment/G+6/
Real estate dev. & construction

Real estate development

Real Estate Deveicpment/G+8/
Real Estate Development/G+2/
Real estate development/G+5/
Realestate development/G+6/
Real Estate Development

Real Estate Development

Real estate develcpment

Real Estate Deveilopment/G+8&/
Real Estate Development/G+8/
Real estate deveiopment

Real Estate Deveicpment

Real Estate (G+5)

Real Estate Development/G+S/

Realestate Development(G+7)
Real estate development(G+1-G+4)
Realestate Development(G+7)

Real Estate Development

Real Estate Develcoment /G+ 10/
Real Estate Development/G+7/
Real Estate Development

Real Estate Development/G+S/
Real Estate Development/G+8/

n of
Investment
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addrs Ababa
Addrs Ababa
Addis Ababa
Addrs Ababa
Addrs Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addrs Ababa
Addis Ababa
Addis Ababa
Addrs Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa

(in *000 Birr) Empl
50,

000.00
50,000.00
50,000.00
50.000 00
41,000.00
37,600.00
35,960.00
35,000 00
3500000
33.790.90
3344170
33,000 00
3218200
30229 00
30.000 00
2948100
2819200
27.700 00
27.622 00
2704980
7220
2523700
25000 0C
24 80000
2440000
2388300
2377500
23000 00
2113380
260500
2050000
2004000
2C 000 00
20,000 00
20000 00
15900 00
15298 00
18 865 00
18 000 00
15.663 00
16250 00
15986 00
1564300
1535000
15 000 00
15 000 00
15000 00
1421870
1420000
1412200
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Reglon =f Capital Perm Temp

s. Dateof .

No. Permit TpEe R INERSOr RPN ATV Investment (in '000 Birr) Employ t  Employ t
85 6-Dec-05 EAST METRO REAL ESTATE PLC Real estate development/G+7/ Addis Ababa 13,381.00 50 8
86  10-Sep-04 HAILE ARAYA ALEMSEGED Real Estate Development /G+5/ Addis Ababa 13,065.00 8 2
87  24-Aug-04 Messelech Zelleke Dtailo Real Estate Development Addis Ababa 13,000.00 36 100
88 3-May-06 YMD Construction PLC Real Estate Development Addis Ababa 13,000.00 100 200
89  14-Dec-05 DR AKLILU KIDANU Real estate development/G+6/ Addis Ababa 12,748.00 10 20
90  23-Oct-00 Seid Belayneh Cereals and oil seeds clearing and tahina product producing Addis Ababa 12,369.00 73 0
91  16-Aug-04 FELEKECH AFEWERK Real Estate Development/G+ 10/ Addis Ababa 12,270.00 25 325
92 6-Mar-02 GM PLC Real Estate Development Addis Ababa 12,144 40 40 0
93  29-Mar-05 ASKALE HABTE Real Estate Development/G+5/ Addis Ababa 12,000.00 12 8
94  22-May-00 Yemeru Nega Real Estate development Addis Ababa 12,000 00 6 0
95  17-Dec-03 American Technology Groop PLC Real Estate Development Addis Ababa 11,900.00 380 100
96  21-Jun-06 Pacific Link Ethiopia Real Estate PLC Real Estate Development Addis Ababa 11,500 00 100 1400
97 16-Apr-04 Jhemma RS PLC Real Estate Develiopment Addis Ababa 10,996 00 120 100
98  16-Aug-02 Mam Trading PLC Cereals and oil seeds cleaning Addis Ababa 10,657.70 270 0
99  22-Dec-04 SEIFU TEKLEMARIAM HABTE Real Estate Development/G+5/ Addis Ababa 10,646 00 30 75

100 6-Oct-03 Azeb Ephrem Cereals, Oil seeds & Crops processing & Exporing Addis Ababa 10,533 00 30 800
101 11-Jan-06 SOLOMON YERDAW GEBRETSADIK Real estate development /G+4&/ Addis Ababa 1041000 18 20
102 9-Apr-99 Workishet Bekele Demsssie Real state development Addis Ababa 10,212 40 20 0
103 16-Jul-04 ADDIS ALEM BUSINESS GROUP PLC Real Estate Development/G+5/ Addis Ababa 10.000 00 30 200
104  24-Jun-05 Afnca Real Estate PLC Real Estate Development Addis Ababa 10,000 00 7 0
105 8-May-01 Bole Towers PLC Real Estate Development Addis Ababa 10.000 00 13 0
106 6-Feb-06 CHALLENGE COFFEE TRADERS PLC Cereals Cleaning Addis Ababa 10000 00 80 120
107 31-Jan-05 MATIYAS PLC Real Estate Development/G+5/ Addis Ababa 10000 00 35 15
108  29-Mar-05 PAVILION PLC Real Estate Development Addis Ababa 10,000 00 5 2
109  23-Feb-06 Tafesse Etana Denu Real Estate Development Addis Abata 10,000 00 10 5
110 17-Nov-05 Trans Capital Eth PLC Real Estate Development Addis Ababa 10.000 00 50 100
m 3-May-00 Axis Internation PLC Real estate / G+5&/ Addis Ababa $.17000 19 0
112 15-Feb-02 Magecon General Construction Plc Real estate development Addis Ababa 914140 23 0
113 16-Aug-02 Boston Partners PLC Real estate development Addis Ababa 502160 13 0
114 31-0ct-05 HAILE MICHAEL GEBRE ANANIYA Real Estate DevelopmentG+7 Addis Ababa 9 005 00 25 125
115 11-Jan-05 DEMOZE BEKELE YAM! Real Estate DevelopmentG+4/ Addis Ababa §.000 00 75 300
116  10-Nov-05 FISEHA ANDEMESKEL Realestate Development(G+4) Addrs Ababa 897500 4 3
117 1-Oct-02 MTT PLC Real estate development Addrs Ababa 834470 14 800
118 23-Sep-99 Kunesnes Teke Real estate Addis Ababa 874540 17 0
118 1-Nov-04 Monuar PLC Real Estate development Addis Ababa 870000 50 25
120 22-0Oct-03 Hulegeb Tirat PLC Real Estate Development /G+3/ Addis Ababa 833800 48 147
21 7-Dec-04 A HF INTERNATIONAL MPORTER AND EXPORTER PLC Real Estate Development/G+4/ Addis Ababa 812000 15 5
12 27-Apr-00 Tadesse Endeshaw Kuncho Real estate/G+5/ Addis Ababa 811430 10 0
123 10-Sep-04 Ethio- samell PLC Real Estate development Addis Ababa 800000 50 100
124 10-Sep-04 Ethio-Samell PLC Real Estate Development Addis Ababa 8,000.00 50 100
125 21-Jul-04 KIDANE TILAHUN EWUNETU Real Estate Development/G+5/ Addis Ababa 8.000 00 50 150
126 1-Mar06 TGPLC Real Estate (G+5) Addis Ababa 7904 00 15 5
127 8-Aug-00 Tutu & Her Family PLC Onl seed & cereal cleaning Addis Ababa 7.883 00 25 o]
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Ss. Date of
No. Permit Name of Investor

128 11-Aug-05 ATKILT DEREQE QOSHA METEQEM PLC
129  13-Dec-04 HIWOT LEMA

130 7-Apr-03 PLC PvtLim.Com.

131 3-Jul-00 Berhe G/Libanos

132 7-Oct-04 ALEMASH DEREDIA

133 27-Feb-06 KZ AND FAMILY PLC

134  18-Nov-05 FIKIRU DEBELA

135 13-Dec-05 ADDIS ABABA SHURABE SIRAS C
136 3-Dec-04 EISTRAP.LC

137  27-Dec-04 ISRAEL JEMBERE

138 4-Nov-04 TILAHUN MESAFINT

139 22-Oct-04 TEDLA ABRAHAM

140 7-Dec-04 MELKAM RAEY] REAL ESTATE PLC
141 30-Dec-04 AMBACHEW TESEMA DENEKE
142  16-Oct-03 Haji Ahmed Alfans Mohamed

143 25-Jan-05 YGF PLC

144 7-Sep-05 THE GOLDEN PLC

145 22-Feb-06 YONAS GORFE

146 30-Dec-05 YISHAMU TIRUNEH

147  22-Sep-03 B & B Kitfo Trading PLC

148 5-Dec-05 GADA BIHON

149 13-Jul-04 WASHO NEBI

150 3-Feb-06 GELILA SHETAYA WOLDHESANE
151  22-Feb-06 TSEHAYE YIGIZAW

152 12-Jun-03 Aabaiyesaz Taktat pass Ltd cCo
153 10-Jun-02 Muluneh Gegesa

154  22-Dec-04 HAJI BEHAR ABDELA

155 9-Jan-06 BINEYAM THILAHUN BELAYNEH
156  26-May-06 Mubarak Rashed Mubarak Moh d Al Khaili
157  15-Feb-06 Prime Real Estate PLC

158  18-Aug-05 REDIAT DAGIM ENGINERING CONSTRUCTION
159  31-Jan-05 YIRDAW GEBREYOHANNES AWUGERE
160  22-Nov-05 ISRAEL YESUF MOHAMMED

161 11-Oct-04 HAILE INDASHAW

162  22-Dec-04 ABIY1 ABERA ALEMNEH

163  21-Nov-02 Sol Realestate PLC

164 2-Dec-05 BZUNEH DESALEGN

165  17-Nov-05 KASSAHUN GOSSA

166 6-Dec-05 SELAM ZEWDIE AWASH

167 24-Jan-05 TIBEBE WELDEMARIAM MEKASHA
168  22-Nov-04 NISEBIHO YIFRU TEBIKACHEW
169 4-Nov-04 WISDOM PARADISE PLC

170 25-Jul-04 T MERY PLC

171 4-Jan-05 ZENA GESESSE TIRFE

172 13-Mar-06 ASNAKE WAKEJER

173 23-Nov-05 ETENESH ASFAVW GONCHELA
174  24-Nov-05 GIDEYE HAILU TEXLU

175  20-Nov-00 Habitat New Flower Homes PLC
176 11-Jan-05 MOSHE AMIGA

177 15-Nov-05 MULUGETA LEMA MEKONINE

178  23-Mar-05 ZINASH ASEFA

179 8-Aug-02 Jemil Mohammed Abdu Biner

180 5-Oct-04 SEBLE KEBEDE

181 17-Jan-05 ZEREABRUK DESTA TEKLU

182 21-Jun-02 Agmas Shemeles (Dr)

183 2-Jan-05 RAHEL GEBERASIDIK

184  25-Oct-02 Abera Teffera

185 17-Nov-05 GIRMA NEWAYI BEHYLU

186  23-Dec-05 TSEHAY EBA

Marketing Real Estate in Addis Ababa

Investment Activity

Collection of solid waste Real city
Real Estate Development/G+4/
Real estate development project
Real estate /G+3/

Real Estate Development

Real Estate (G+7)

Realestate Development(G+4)
Real estate development/G+3/
Real Estate Development

Real Estate Development/G+4/
Real Estate Development/G+5/
Real Estate Development/G+3/
Real Estate Development/G+2/
Real Estate Development/G+3/
Real Estate Development

Real estate development

real estate(G+8 storage)

Real Estate Development (G+0-G+1)
Realestate Development(G+5)
Real Estate Development (G+4)
Real estate development/G+4/
Real Estate Development/G+5/
Realestate deveicpment/G+3/
Real Estate Development (G+4)
Real Estate Development

Real estate devt

Real Estate Development/G+ 4/
Real estate deviopment /G+0/
Real Estate Development

Real Estate Development

Real estate Deveiopment (G+2)
Real Estate Development/G+3/
Realestate Development(G+3)
Real Estate Development /G+2/
Real Estate Development/G+5/
Real estate development

Real estate deveiopment/G+4/
Realestate Development(G+5)
Real estate development/G+4/
Real Estate Deveiopment/G+&/
Real Estate Development/G+4/
Real Estate Development/G+4/
Real Estate Development/G+5/
Real Estate Development/G+2/
Real state Develcpmet /5+ 4/
Realestate Develcpment(G+4)
Realestate Development(G+4)
Real estate development

Real Estate Deveiopment
Realestate Deveiopment(G+3)
Real Estate Development/G+5/
Real estate development

Real Estate Development/G+2/
Real Estate De lop ent

Real state

Realestate Development(G+3)
Realestate development
Realestate Development{Five Flour)
Real estate development/G+4/

Region of
Investment
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Arata
Addis Ababa
Addis Ababa
Addis Ababa
Addis Abata
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ataba
Add:s Arata
Addis Araba
Addis Abata
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa

Capital Perm

(in ‘000 Birr) Emp
7.810.00
7.78300
7.500.00
7.300 00
7.286.00
7.227.00
7.152.00
7.138.00

664200
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31
232
233

Permit Name of Investor

16-Nov-04 GEBRAY GEBREYESUS
17-Mar-06 Roy Alan Gilmour
2-Aug-04 ATSEDE MELESE
6-Jan-05 HAIMANOT BERHANU
3-Apr-06 AMANUALE TEKELE
26-Dec-05 Vage Erik Paul Eriksson
21-Jan-05 YESHEWAABEBA GEDAMU
25-Jan-05 HABTAMU DESTA BERHANE
24-Mar-05 GETACHEW MOGES WELDEGIORGIS
9-Feb-05 MELAK TRADING PLC
20-Jul-05 TADESSE WOLDE RUFAHEL WOLDE MARYAM
23-Mar-06 USE Intemational Development Service PLC
9-Feb-05 HANA DEREJE
8-Nov-04 WERKU SHIKUR
22-Aug-02 Obadi International PLC
8-Nov-04 ABAYNESH GEBREMEDHIN GEBRE
23-Aug-04 ABAYENESH AREGA
1-Feb-06 CITENA GEMALE
9-Nov-05 MEKONEN KIDANEMARIAM
7-Dec-05 RABIK SAMAN MOHAMMED
24-Oct-01 Messelwork Girma
13-Feb-95 Falletta Sees Mechanical Cleaning Industry P L C
28-Oct-05 ZINETU MOHAMED
22-Dec-05 DASOL PLC
22-Nov-04 SISAY MEKUANINT KASSAHUN
31-May-06 Moh d Awad Moh d Kreishan
2-Jul-02 Moges Ayalew
3-Mar-06 Ralian global Real Estate Development PLC
12-Aug-05 MURAD MUZEMIL ABDU
28-Mar-06 ABEL KAHISAY
17-Feb-05 FEKADU ASFAW
7-Apr-04 BMGA Trading PLC
6-Dec-05 Hiwot & Emmanuel Real Estate
16-Feb-05 SENAIT ASMELASH
19-Jul-04 ELSABET TEWELDE
18-Mar-05 CLIFTON WILLIAMS JAMES
16-Aug-05 ABERA GEBIREWAHD
28-Nov-05 SOFONIYAS GEZAHEGN
16-Mar-05 KRISTINA BRIDGET EDWARDS
10-Sep-04 Rawas Mohammad Awadkhiida
16-Aug-05 HASEN MOHAMED YIMER
16-Aug-05 AN WAY J PLC
23-Aug-04 Isack Eyual
16-Aug-05 TEKLEBERHAN AMBAYE
21-Jul-05 HUSEN SERAJ MOHAMED
2-Aug-05 KEFELENE HAILU GEBERE SHADIQ
27-Jul-05 ENGENIER YONAS SHEMSU

Marketing Real Estate in Addis Ababa

Investment Activity

Real Estate Development /G+2/
Real Estate Development

Real Estate Development/G+3/
Real Estate Development/G+2/
Realestate Development(G+6)
Real Estate Development

Real Estate Development

Real Estate Development/G+3/
Real Estate Development/G+4/
Real Estate Development/G+3/
Reale state development(G+2)
Real estate development

Real Estate Development/G+5/
Real Estate Development/G+3/
Residential real estate

Real Estate Development/G+4/
Real Estate Development/G+%/
Realestate development/G+3/
Real Estate Development/G+4/
Real estate development/G+2/
Real Estate Development
Machinery Constructon & Cleaning-mills of Cereals Pulses
Real Estate Development/G+4/
Realestate Development(G+4)
Real Estate Development

Real Estate Development

Real estate development

Real Estate Development

Reai estate devolpment(GC-5)
Reaestate Development(G+3)
Real Estate DevelopmentG+4/
Cereals & Oil Seed Cleaning
Real Estate Development

Real Estate Development/G+2/
Sereal Cleanng

Real Estate Development
Reaistate Development(BC-5)
Realestate Development(G+4)
Cereal farming and Ivestock
Real Estate Development
realstate development (Bc-5)
Real estate development(G+4)
Real Estate Development
Reaistate development

Real state Development(G+1)
Reae state development(GC-4)
Real state developer(G+1-G+2)

Investment

Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addrs Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addss Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addrs Ababa
Addis Ababa
Addis Ababa
Addis Ababa
Addss Ababa
Addis Ababa
Addis Ababa

(in '000 Birr)
3,500.00
3,500.00
3.410.00
3.360.00
3,300.00
325000
3,115.00
3,000.00
3,000 00
3.000.00
3,000.00
3,000 00
2.800.00
267000
2660 50
264400
2600 00
2600 00
259000
258200
255000
254960
251000
24%0 00
235000
201500
201130
200000
1 800 00
1750 00
1687 00
1 588 00
1500 00
124000
100000

$70 00
95500
S50 00
S00 00
87000
76500
74200
400 00
50 00
293
160
019
6 122 006 83

Perm

Temp
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Annex Two




Interview Schedule

Your cooperation i answenng the followmng questions s greatly apprecuted.

I. ! ‘!!vl]‘;[lll

1. Who are the real estate agents e Addis Ababaz

2. What functions do agents performon Addis Ababar
3. Do you sce casy sales?

4. Who s the landownerr

5. How casy st to get land for developments

6. Who s buymg real estate”

7. Why are they buying the property they are buymg?

8. How much information do you have on the deal particulanties of property market?

9. What do you know about the property market? Type, amount of cach type, special factures
and plans for new?

10. Do you have information about the competition? Name, market share, strength, weakness,
marketing strategy?

11. What particular regulations apply tor real estate marketngy?

12. How do you rate the performance of government, real estate developers, customers, agents
and suppliers in the property industry?

13. What is the size of Addis Ababan market for dwelling unirs by type?

14. What 1s the pattern of demand as nfluenced by cconomic, socal, political, legal and

technological factors?

15. What behaviors do consumers and funding insttutions exhibir?

16. What do you think is the actual and potential market share of your company? Others?
17. What general past and possible future trends do you observe in broad economic terms
covenng such matters as population change, national income and expenditure, sales and

output, availability of finance, construction mdustry performance and legislative or political

change?

18. How and at what cost do competitors promote and advertise other properties?

19. How do you compare marketing costs with their costs? What would be implication of any

change in the cost policy?

20. How and why do sales differ because of location or type?

Marketing Real Estate in Addis Ababa
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23.

28.

30.

31.
32.

33.

What would the probable effect be af there o radieal change e pocimg stracture of the
developments? Compettion-

Briefly comment on the effect of promotonal actvity, lookmg at the effectveness of
advertising and  placement and the result of meennve schemes to bhoth agents and

purchasers?

The P -

What is the company’s reputation or image for producimg quality buldigs and providing a

good service to purchasers?

How arc previous developments thought of and used, and what features are found to be
l l }‘

most important by occupiersr

. Should any changes be made to current or proposed development projects in respect of

design, lavout, matenal or services?

. What property management, legal or plannmg restrictions nught inhibit the ready sales or

letting of a development?

. What are the strengths and weaknesses of previous development schemes constructed by the

company and by its compettors?
What mechanism do you use to get data from mtemal (like agents) and external (like
consultants and professional bodies) sources?

S ry
How do you select a marketing ream?
Do you use research to identify target groups? If not why? [f ves, how has it helped you in
your marketing strategy?
In broad terms what is your agreed marketing message?
How do you communicate your marketing message? Please circle the applicable ones.
(a) Direct: Brochure, personalized mail shots, targeted circulation lists,

exhibitions and agents receptions
() Indirect: national and local media, side advertusmg and contact networks

within the property combination industry.

(c) Combination

How do you follow up the markeung actvity?

34. Do you have a marketing budget?

35. What method of selling do you use?

(a) Private treaty
(b) Public auction

(c) Formal tender

Marketing Real Estate in Addis Ababa




() Intormal tender
(¢) Combmanons of (a) — () -

(1) Others, please specily

V. Market Segmentation

36. What do you think s the market segment of vour competitors are?
37. What marker segment do vou cater tor?
38. How would your luxury housimg marketing ditter form that of non-luxury housing?
39. What do you think 15 crucial for successful marketing of luxury housimgz Non-luxury
housing?
(a) Quality of design & fimishes
(b) Elegantly furmished and fitted show units
| (¢) Locaton and locahty
@ ()& M)
© @& (@©
6 )& ()
() No pronty, all are equally important
40. How do you try to induce sales among new buyers?
(@) Payment by development oflegal fees, survey fees, stamps duty, cte.
(b) Making payment of mortgages for mitial years
(€) Provision of houschold furmiture such as cooker

(d) Others, please specify

~ . B

y -

41. Which methods(s) do you use for selling? (

(a) Public relations

(b) Brochures & particulars
(¢) Press advertusing
‘ (d) Direct mailing
(e) Sideboards and hoardings
(H Demonstration
(g Television and hoardings
(h) Incentives

(1 Others, please specify

Marketing Real Estate in Addis Ababa



VIIL Internal Marketing Environment
A2 Tow was the marketng agprent selecned:
43. What s the markenng campaigen-

44, How do you monmitor the markenngr

45. Describe the mternal marketng environment ot your company  (structure,  personnel,

procedures, technology, chmate cte)
46. What challenges do you haver
47. What opportunitics do you expect?

48. How do you mtend to handle your problems?

Marketing Real Estate in Addis Ababa
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2. BUSINESS VISION

The trend of the past few years confirms that construction is booming at an increas-

ing rate. Utmost attention is given to the industry by the Government and Private
Investers. Records show that capital budget allocated by the Federal Government
during the last four years has been increasing by over 40% pa. There is also a huge

financial outlay from the private sector for construction and construction related

investment. This trend is assumed to be on a continuous move for decades to come.

Similar to other economic activities, the traumatic period of the previous government
has cast its shadow on infrastructural development.

Now that the situation has
charged and an ambient condition has prevailed, we have to work very hard and

rush with care to fill in the gap created during the lost years.

We assume that there is too much to do in the coming. It requires a non-stop effort

to meet the growing demand of construction. Sunshine Construction Private Limited

Company underscores this fact and aspires to positively contribute towards meeting
the demand.




3. COMPANY MISSION

The company, as from its establishiment, had set a target to reach the topmost level of
contractors' category, with the ultimate purpose of involving in the construction of mas-
sive and complex projects of any nature. It is evident that every move up the stages
of each category requires additional input in terms of trained manpower, contemporary
machinery and equipment, quality construction materials, effective project organization
and strong financial support. The higher the stage the more complicated the chal-

lenges would be.

Sunshine Construction Private Limited Company has now attained the crown level of
the category. However, there is a standing need for improved performance, through
employment of modern technology and automation of the work process. To put il
in a nutshell, a continuous effort in building the working capacity of the company has

become very important.

The current status of the company shall serve as a spring board to the expected upshot
in the future construction engagement. The attained capacity permits to comfortably
handle up to three large- size road construction works, four high- riser blocks of build-

ings and quite a significant number of real-estate, villa and apartment-type housing

projects.

Through time and through hard work the company aims to ensure maximum customer
satisfaction, play a significant role in the construction industry, strive to elevate and
mechanize its work capacity, alleviate the existing housing problem in collaboration with
other institutions, and by so doing add to the public economic welfare and social value

at the national level, and secure reasonable profit to remain competitive in the construc-

tion market.




5. ORGANIZATION

5.1 INITIAL REMARKS

The years after the foundation of the company are marked by sirong and persistent
organizational works. A number of structural adjustments were made to level up to

changes and growth of company capacity.

The sizeable work capacity the company has arrived at to date, incorporation of new
business lines and projection of the construction growth path warranted a detailed pro-

fessional study of the organization of the company.

Aware of this general attitude, the company acted without delay to have its organiza-
tion studied. It outlined a term-of-reference and invited eligible consultants and
appointed one among them to carry out the study. The appointed consultant
embarked on a thorough organizational study and after months of deliberation, it came
up with interim reports, which were exhaustively reviewed and amended where nec-
essary by higher officials of the company. Now major works of the study is reaching
completion and the new organizational structure, salary scale and benefit scheme is

expected to be enforced as of September 2005.

; 6
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5.2 ORGANIZATIONAL STRUCTURE

MANAGING DIRECTOR

e

DEPUTY MD:
AFFILIATE BUSINESSES . CMUNDRIES o
/ \\—-’——'—J"
= REAL-ESTATE S—
BUSINESS DEVELOPMENT
AUDIT SERVICE \LiG_AL SERVICE
[ —
DEPUTY G.M
suppuis &,Q?,,mgm- DEPUTY G/M ADMINISTRATION &
\_________/ DEPUTY G/M ENGINEERING FINANCE I
\\\ e ———
TECHNICAL
_ ADMINISTRATOR / = MiS
| ' | | | | 7
*oePT. TR TERIA ROAD BUILDING GS &
DEPT. MA L -
/ &g{fﬁ/ ENGINEERING  pRODUCTION, CONSTR. , CONSTR. = PERSONNAL | INSURANCE 'SQ:TCE
Tt r SERVICES SERVICES / SERVICES/ SERVICE SERVICES /  SERVICES ~ -
\ ~ J \___/ ‘\7__/ s e
s INVENTORY
CONTROL
| | | l | I
QUARRY & METAL & CEMENT COosT & A?:f:':'gaa:;/
TRANSPORT CRUSHING ; WOOD WORK ; BUDGET DIV. .DIv.
| PURCHASING . STORES EQUIPMENT PRODUCTS \__/ y

PROJECT MANAGER
~— \\—.w"/,/
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5.3 MANPOWER

Manpower is the essential component of the entire construction workforce. Due atten-
tion was given by the company to hire required number of qualified personnel at all lev-
els of responsibility. As the number of projects and the corresponding work volume to

be managed has been increasing these last years, a significant rise in manpower was

observed.

The number of permanent employees currently taken into service, classified by educa-

tional level and professional standard are shown as follows:

Bachelor Degree and above .............cc........ 25

" B 1115 ) o U S 63
= Semi - Professional/certificatel..................... 29
o High-School complete.............cccccoooeiiiivinnnn... 73
" Drivers and operators...............ccoeeeviiiiiene.n. 126
" SKINOU WOPKEIS. ;:i50icissunissssimsmensassssinssnssunsing 81
B UnskKilled workers............ccccoovviiiiiiiininininnnns 139
Permanent Total 536
Temporary Employs Average Total 2500

Grand Total 3036
The number of qualified personnel will increase to more than double by September

2005, when the staffing plan is carried out in accordance with the new structural adjust-

ment.

Moreover, at different project sites, temporary employees of varied trades, numbering

over 3000 at peak season, are hired and assigned.

\




	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17
	18
	19
	20
	21
	22
	23
	24
	25
	26
	27
	28
	29
	30
	31
	32
	33
	34
	35
	36
	37
	38
	39
	40
	41
	42
	43
	44
	45
	46
	47
	48
	49
	50
	51
	52
	53
	54
	55
	56
	57
	58
	59
	60
	61
	62
	63
	64
	65
	66
	67
	68
	69
	70
	71
	72
	73
	74
	75
	76
	77
	78
	79
	80
	81
	82
	83
	84
	85
	86
	87
	88
	89
	90
	91
	92
	93
	94
	95
	96
	97
	98
	99
	100
	101
	102
	103
	104

