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Abstract 

Demand for housing in urban centres is a common issue. Colombo, the commercial capital of Sri Lanka, has 
been witnessing a surge of condominiums and housing estates in its core and peripheral locations in the past 
two decades due to economic liberalization coupled with policy directives aimed at an increased participation of 
the private sector. This paper presents a research study on factors affecting customer attraction and saleability 
of Housing Estates in Sri Lanka and the levels of customer satisfaction in these housing estates. The study is 
interesting because, satisfied customers are the backbone of the housing estate industry. Both structured and 
unstructured surveys were used for data collection; and the samples comprised property developers, customers 
and tenants. The study identifies six factors that affect significantly on demand for housing estates. It further 
analyse the factors that customers consider in opting for a house in a housing estate as opposed to other 
dwelling options. Then the study extends to model the customer satisfaction in the housing estates. The model 
is based on the definition of customer satisfaction: the extent to which a product perceived performance matches 
a buyer's expectations. 

Introduction 

Shelter is a primary need of the mankind. In the modern 
day's context, housing development is seen as a key 
issue to be addressed in the socio-economic and 
political agenda across the world, particularly in the 
developing countries where urban housing poses a 
challenge in the process of development. The post 
independent era in Sri Lanka characterizes a continual 
growth in the housing sector development irrespective 
of sluggish performance of other construction in its early 
years. Successive governments have given emphasis 
on housing development in their political agenda, thus 
leading to significant policy changes in housing over 
the six decades of its post independent history. However, 
private sector development in this sector has been 
insignif icant during the earl ier d e c a d e s as the 
g o v e r n m e n t p l a y e d the major role in housing 
development. Over the last two decades, an increasing 
participation of the private sector has been witnessed 
as a result of policy changes and directives geared to 
promote private sector participation in line with the 
decrease of public sector investment in housing (Marga, 
1 9 8 6 ; K a w s h a l a , 2 0 0 2 ; D a s a n a y a k e , 2 0 0 4 ; 
Nandagopan, 2005). 

Colombo, the commercial capital of Sri Lanka, has 
undergone a sharp and steady growth in vertical and 
horizontal housing development over the last two 
decades as a result of policy changes coupled with 
population increase mainly due to in-migration. The rapid 
rise of condominiums have proven to be a very attractive 
business in terms of profitability, pay back and finance, 
as most of these are self financed due to pre-selling. 
The market potential for condominiums is apparent due 

to the obvious demand and the increasing supply of 
condominium property. Similarly, the horizontal housing 
development is rapidly expanding in the outskirts of 
Colombo city and shows potential to be financially a 
very attractive business for property developers. 

Previous studies demonstrate the market potential for 
horizontal housing development (Dasanayake, 2004; 
Nandagopan, 2005) . This paper offers an in-depth 
investigation into a selected sample of horizontal housing 
development in Colombo and suburbs in terms of 
customer sat is fact ion . Th is expla ins how the 
characteristics of a housing development would affect 
its saleability. 

Housing Estates 

According to Chandler et al (2005), people have made 
their homes in groups since the earliest times for 
protection from hostile outsiders, for economic reasons 
(markets and the exchange of services), and for social 
reasons (conversation at the communal well or local 
pub). The concept of housing scheme came into 
existence primarily owing to these reasons. A housing 
estate can be defined as a medium-to-low density 
residential area, usually part of a suburb of a town or 
city in contrast to high density housing, such as tower 
blocks, town housing or the older-style rows of terraced 
houses. Many housing schemes built during the 
twentieth century (and still being built) was intended for 
a relatively homogeneous population, for example, these 
populations would be either the elderly or families or 
people of a certain income level. 
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In the previous stage, most of the homebuilders provided 
individual houses to customers, as per their wishes. 
But later it changed from individual housing to luxurious 
apartments and to the housing estates. In this context, 
competition between each home building company is 
increased, because each company targets the same 
group of customers. In such a scenario the best 
company will win long-term success and become the 
market leader of the housing industry. 

Recently many companies have entered into the 
business of housing estate development in Sri Lanka. 
Due to high competition, they are concerned about their 
performances. To compete successfully in the long run, 
they assess their performance in the market place. 
Providing superior quality product and maintaining 
customers' satisfaction are becoming the ways the 
c o m p a n i e s d i f ferent ia te t h e m s e l v e s f rom the 
competitors. 

Research methodology 

The aim of this study is to identify the characteristics 
of a housing development that affect its attractiveness 
and saleability, and to investigate the current status of 
customer satisfaction levels in housing estates in Sri 
Lanka. 

First, a literature survey was carried out to find the 
demand and supply for housing estates in Sri Lanka. 
This was mainly obtained from newspapers, journals, 
articles, periodicals and websites. The field study 
comprised of both structured and unstructured survey 
techniques. Semi-structured questionnaire survey was 
carried out to a selected sample of property developers, 
customers and residents in housing estates to find the 
likely variables affecting the demand and supply of the 
housing estates and their perspectives on housing 
estates. The study was confined to Colombo and 
suburbs as majority of the hosing estates are coming 
up in these locations. 

A structured questionnaire survey among the residents 
of five selected housing estates was carried out to 
ascertain the customer satisfaction. Ten residents from 
each estate totalling 50, were selected for the survey. 
The survey explored their personal housing history and 
their attitudes to the dwelling, the estate and house 
design and management structures, the image of the 
estate, security, issues regarding the services provided 
and ultimately the satisfaction with the present home. 
The data collected from residents enabled to suggest 
factors that are most significant in influencing people's 
decisions to live and buy properties in new housing 
estate developments. 

Factors affecting customer attraction and 
saleability of housing estates 

C u s t o m e r a t t rac t ion a n d sa leabi l i ty a r e of ten 
synonymous in housing market. Attractive schemes 
naturally enjoy high saleability. Among the factors 
identified through the survey focused on leading 
housing estate property developers in Sri Lanka, six 
factors were identified as most significant. They are 
location; attractiveness in design; attractiveness in 
prices and flexible payment schemes; reputation and 
experience of the developer; quality of the product; 
and, services offered. 

Location is a key factor of attraction. Customers look 
for peaceful locations and with good access to work 
p laces a n d other faci l i t ies such as hospi ta ls , 
shopping malls, schools for their children and banks. 
Therefore, if a housing estate is constructed in a 
cent ra l locat ion c lose to a b o v e fac i l i t ies , the 
saleability of such houses is higher. 

In te rms of des ign , deve loper should consider 
providing housing estates set in a pleasing residential 
neighbourhood designed to match modern day living. 
Designs of houses should be able to give the 
customer, a choice that is not just accommodative 
of his requirements in terms of living, but budget as 
well. Most of the developers offer various types of 
designs which can be al tered according to the 
customer's wishes without changing the external 
ap p earan ce of the house. T h e saleabil ity of a 
particular housing estate increases, if it is able to 
provide the concept of living in a greener, healthier 
environment, to one that has all amenities, utilities 
and comforts of city living. 

Price is another significant factor that affects the 
saleability. Nowadays people have to fulfil their complex 
requirements with l imited resources. In such a 
scenario, a customer is very much concerned about 
affordable house prices. Therefore, developers should 
provide attractive prices for the satisfaction of the 
customer. To improve the attractiveness and saleability 
of housing estates, developers tend to offer several 
house types for various price ranges in one estate for 
different customers. If the project is approved by the 
Board of Investment (BOI), the customers may have 
the advantage of duty free prices and of concessionary 
land values. Furthermore, it is important to offer many 
flexible payment schemes to suit the client's budget 
and income leve l . Understanding this concept , 
developers now present the payment schemes which 
can be tailor made for the buyer so that it will not be 
an additional burden to him. 
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Reputation and experience of the developer is another 
significant factor that affects the saleability of housing 
estates. When a customer wants to purchase a house, 
he will look for the goodwill of the developer. If a 
developer has a good name in the industry for reliability, 
quality of the work, timely delivery and good relationship 
with the buyers, customer prefers to buy a house from 
him as customers do not have time to supervise 
construction activities. Therefore, they want to purchase 
a house from a developer who can be trusted in every 
aspect. The effort taken by the developer to maintain 
the name within the industry may result in attracting 
more customers for his schemes. 

When the customer is satisfied with the quality of the 
product, the demand will be higher. Rising customer 
e x p e c t a t i o n and compet i t ion a re sett ing new 
benchmarks for quality in housing development. Unlike 
in the past, clients are more concerned about whether 
they get what they should get. Therefore, maintaining 
the consistent quality in des ign, mater ia ls and 
construction is essential for the developer to become 
more efficient, flexible and competitive in today's 
changing industry environment. 

Services provided by the developer in terms of other 
facilities and infrastructure directly affect the saleability 
of a house. Today people like to fulfil their requirements 
under one roof. Understanding this concept, many of 
these development schemes offer facilities such as 
shopping malls, swimming pools, playgrounds, tennis 
courts, basketball, day-care centres and gymnasium. 
Usage of these facilities is usually exclusive to residents 
and their guests. If such facilities are provided within 
the housing state, higher customer attraction would be 
expected. On the other hand a housing estate should 
be able to give the customer infrastructure such as better 
road networks, street lighting, water, electricity, 
telephone, drainage and waste treatment facilities, to 
increase the saleability. 

Customer's perspective on housing estates 

The saleability of a housing estate is largely dependant 
on the customers' perception. The customer survey 
focused on the facts that customers consider in opting 
for a house in a housing estate as opposed to other 
options such as a housing unit in a condominium or an 
owner-built house. Several factors were identified through 
this survey such as less time and knowledge needed 
for construction supervision, total living concept, 
neighbourhood and prestige, location and access, and 
security. 

First, majority of the people who work, do not have free 
time to engage in supervision of construction work. Most 
of them cannot afford to have a supervisor to monitor 
the construction work. So what they are looking for is 
a "ready-made house" of superior quality. On the other 
hand, less knowledge in construction makes them 
reluctant to initiate their own construction project. Thus, 

buying a house from a housing estate is the ideal solution 
for them as the risk is minimal with a reputed and 
experienced developer. 

Second, the "total living concept' emerged in USA and 
now practiced all around world is another reason for 
selecting a house in a housing estate. It combines 
dwelling unit with all other infrastructure, recreational 
and other facilities. With the busy current lifestyle, 
people would like to have all of their requirements at 
their fingertips. Most of the developers offer a strategic 
solution to these requirements by introducing housing 
estates with many other facilities. 

Th i rd , peop le would like to have a p leasant 
neighbourhood. Housing estates provide a better 
neighbourhood compared to other modes. Residents of 
a housing estate belong to the same social group and 
strata. 

Fourth, location of the housing estate and accessibility 
are other factors a customer look for when buying a 
house from a housing estate. If the estate is remote 
from other facilities such as hospitals, bus stands, 
railway stations, shopping malls and banks; the level 
of customer attraction is low. 

Finally, security is found to be an important factor in 
buying a house in an estate. Customers such as 
businessmen; foreigners who regularly come for their 
vacations; and, Sri Lankans expatriates mostly consider 
this security factor. 

Measuring customer satisfaction 

The biggest shift in the housing estate industry in the 
last two decades is that builders are strongly oriented 
towards increasing their customer base. Satisfied 
customers are said to be the backbone of the housing 
estate industry. Builders have realized that the ability 
to correctly assess the desirability of their housing units 
and the quality of services are crucial to their financial 
viability. Customers are more informed, more aware, 
and more knowledgeable, about the factors that are 
related to their satisfaction or dissatisfaction. As far as 
qualitative aspects of housing are concerned, a 
satisfactory residential environment is expressed in 
terms of both physiological needs such as comfort, 
protection from external elements and psychological 
needs such as community and family life. This is a 
universal phenomenon and Sri Lanka is no exception. 

Kotler et al (2000) define customer satisfaction as "the 
extent to which a product perceived performance 
matches a buyers expectat ions." If the product 
performance falls short of expectations the buyer is 
dissatisfied. If the performance matches or exceeds 
expectations the buyers is satisfied or delighted. There 
are, however, no commonly accepted methods of 
measuring customer satisfaction in the property 
industry. 
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Customer satisfaction in the property industry offers 
several,benefits. For example, it will lead to lower 
marketing cost as satisfied customers are an effective 
source of advertisement to contractors and developers. 
On the contrary, dissatisfied customers can cause 
severe damage to a builder's reputation. Lower selling 
cost is another benefit derived through such satisfied 
customers. Further, warranty costs will be less as 
satisfied customers make fewer complaints than those 
who are less satisfied. Among other benefits, satisfied 
clients always cause to develop the goodwill of the 
contractor and hence contractor may get more and more 
construction works. Figure 02: No of members in a house 

Previous studies have suggested that the customer 
satisfaction depend not only upon the product itself, 
but also upon experience surrounding the acquisition 
of the product (Hempel, 1977). Consequently every 
product and service must be designed, produced and 
delivered in the context of a total package of products 
and services. It is a total offering that generates the 
total degree of customer satisfaction. Taking this total 
quality concept into considerat ion, a customer 
satisfaction model is developed in this study to measure 
the satisfaction level of users of the housing estates as 
given in Figure 0 1 . 

In the model the term product refers to the house/ 
physical dwelling unit. The term services, as used in 
the model, represent the customer services provided 
by the developer. The proposed model assumed that 
the user satisfaction extend beyond the dwelling unit 
itself. 

Product Performance 

• Design of the dwelling 
• Qualityof the dwelling 

Service Performance 
• Financial Facilities 
• After Sales Service 
• Recreational Facilities 

Total Product 

Customer Satisfaction 

Figure 01: Customer Satisfaction Model 

Based on the proposed model and further literature 
review, parameters for measuring customer satisfaction 
were developed. It consists of 26 parameters; 13 
representing product performance and 13 service 
performance. Product performances further divided into 
dwelling design and quality. Service performance 
parameters are further divided into financial services, 
after sales services and the environment quality of the 
housing estate. 

Results of the customer satisfaction survey 

The survey results showed that, in most of the cases 
number of members in a house is 3. There were few 
houses with number of members more than 5 as given 
in Figure 02. These housing estates are more suited 
for small families. 

When asked about the prior residence of the occupants, 
survey revealed that most of the occupants had lived 
with parents or in rented houses. People who had their 
own houses had rarely moved to the housing estate as 
shown in Figure 03. 
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Figure 03: Prior residence 

The survey revealed a varied tenure pattern in those 
housing estates with a very high representation of owner 
in possession of property (refer Figure 0 4 ) . T h e 
percentage of owner in possession of properties is about 
70 % in those housing estates. 
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Figure 04: Type of ownership 

Personal savings was the main mode of finance for 
purchasing a house from a housing estate as given in 
Figure 05. This is because most of the home buyers 
are businessmen or Sri Lankan expatriates. They can 
afford to buy a house with the savings. However, house 
buyers who work for salary were found to be dependant 
on loan facilities. 

-19-



Built-Environment-Sri Lanka - Vol. 07, Issue 01 : 2006 

25 
20 
15 
10 
5 
0 I _ • I 

Personal G i f t e d by Government Pr ivate sector Other 
sav ing other par ly loan loan 

Mode afPurcha.se 

Figure 05: Mode of f inance 

Major i ty of the buyers in these s c h e m e s w e r e 
businessmen followed by private sector employees as 
given in Figure 06. 

Design and quality of the house 

Customer Satisfaction in terms of design was measured 
using 7 parameters as given in Figure 08. The mean 
satisfaction level of the each parameter was measured 
using a Likert scale ranging from 1 to 5. 

Verv Sat isf ied 

(/i Very Dissat is f ied 

Government Private seclor Own business Pension 
sector employment 

employment 
Source of Income 

Olher 

Figure 06: S o u r c e of i n c o m e 

T h e more expensive the product the greater the 
customer-expectations. The purchase of a house is one 
of the most expensive purchases a person will ever make 
and is often judged more harshly. On that ground it is 
necessary to identify the key criterion that is used by 
the customers to evaluate the different alternatives 
available in the housing market. Figure 07 illustrates 
the attributes a customer considered, when purchasing 
a house from a housing estate. 

Customers have given the highest priority to design and 
quality of the house, followed by after sales services 
and then the environment quality. 

Financial Facilities provided by Design and Quality of the House 
the developer ^ Environment quality of the Scheme 
After sales service provided by developer 

Figure 07: Key s e l e c t i o n criteria u s e d for purchas ing a 
h o u s e 

Figure 08: Customer sat is fact ion in t erms of d e s i g n 

Figure 08 reveals that customers' satisfaction on design 
of the house is average. Another six parameters were 
used to measure the satisfaction in terms of quality 
(refer Figure 09). 
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Figure 09: Customer sat is fact ion in t erms of quality 

Figure 09 illustrates that house owners show an above 
average satisfaction level in terms of quality. 

After sales services provided by the developer 

Satisfaction on after sales services provided by 
developer was measured using 5 parameters. Figure 
10 illustrates the satisfaction level of after sales 
services. 

Environmental quality of scheme 

T h r e e p a r a m e t e r s w e r e used to m e a s u r e the 
environment quality satisfaction level as given in 
Figure 11. 

The study went into detail on the three attributes which 
got highlighted above as most important in terms of 
customer satisfaction. 
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Parameters 

Figure 10: sat i s fact ion level o n after s a l e s e r v i c e s 
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Figure 11: satisfaction leve ls o n the environmental quality 
of the s c h e m e s 

User recommendation for house buyers 

The study also explored the recommendations of the 
current users (residents) for new house buyers. Table 
01 tabulates their recommendation to purchase a house 
from any housing estate, against the recommendation 
to purchase a house from the housing estate they 
currently reside. It reveals that 70 % (i.e. 4 + 66) users 
recommend purchasing from a housing estate. But only 
48 % (i.e. 8 + 40) recommend purchasing from the 
estates they currently reside. This indicates that current 
customers agree that a housing estate would provide 
the best solution for their housing needs, but are slightly 
dissatisfied with the solution offered to them by the 
current scheme. 

Table 0 1 : R e c o m m e n d a t i o n of c u s t o m e r s o n purchas ing 
a h o u s e from any h o u s i n g e s t a t e v e r s e s p u r c h a s i n g 
from the e s t a t e that c u s t o m e r currently r e s i d e s 
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Conclusion 

With the scarcity of land in the urban areas coupled 
with population growth and sophistication in lifestyles 
of the people, the demand for "Ready Made Houses" 
has increased. Due to this rapid rise of demand the 
developers keep on constructing housing estates 
regularly. According to them, the demand for these 
houses are guaranteed and made in advance, thus no 
worry over selling the houses. As a result, new firms 
are emerging day by day. "Rapid roll out" projects are 
witnessed in highly urbanized residential areas. This 
high demand could result in positive attributes such as 
economies of scale and advantage of specialization that 
e n h a n c e the resource ef f ic iency and industry 
performance. On the other hand this opportunity may 
lead to some developers taking advantage by delivering 
a poor quality product. In this context, this study was 
focused on ascertaining the characteristics of a housing 
development that affect its attractiveness and saleability, 
and to investigate the current status of customer 
satisfaction levels in housing estates in Sri Lanka. 

From the point of view of property developers; location, 
des ign , pr ices and f lexible p a y m e n t s c h e m e s ; 
reputation and experience of the developer; quality of 
the dwelling unit; and services offered, were key factors 
affecting the saleability of a housing estate. 

Using a model, the study identified that the customers 
have a slightly above average satisfaction level in the 
overall context. Design and quality, and after sales 
services, show a significant priority over other factors 
in the selection criteria of purchasers. Availability of land 
to provide all necessary infrastructure and green open 
areas are vital in housing estate development as the 
target group for this market particularly look for such 
features in addition to the houses. 
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