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ABSTRACT

Marketing is an important part of a business strategy. A company develops a
marketing strategy to match their resources and capabilities to customer’s changing
needs and wants, at a profit. This paper presents the marketing strategy of housing
companies in the high-end market segment of Thai private housing market. The
framework includes the 4Ps marketing mix and relationship marketing. The 4Ps
marketing mix concerns product, price, promotion and place element of house
products and services; whereas the relationship marketing emphasizes on customer
relationships, service after sales, reputation and image of housing companies; and
experience and expertise of housing companies. The research investigates the market
and its customers’ satisfaction, and identifies the needs of the market. The final aim is
to propose possible courses of action for housing companies to improve the

fulfillment of the market.
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CHAPTER 1 INTRODUCTION

1.1 THE BACKGROUND OF THAI PRIVATE HOUSING MARKET

Numbers of the lessons Thais learnt from the economy crisis in 1997 are the lack of
the knowledge of real estate market, poor planning and an insufficient market
research in Thai housing market, which have been seen as part of the reasons of the
economy crisis. Many of inexperienced developers and even a few experienced ones,
large and small, were forced out of the market when the crisis hit Thailand and the

number of new project launches declined as a consequence.

In 2000, the Thai housing market was slow recovering but it was not until more
recently that economy has shown signs of sustained growth. Data shows an increase
in the number and value of units launched since 2000. By 2003, the number of new
units launched and the total value was already greater than in 1997. Figure 1 shows

the value and number of the units launched in each year from 1994 to 2004.

The value and number of the units launched
in each year from 1994-2004

400.00 -

350.00

300.00

250.00

200.00

150.00

Billion of Thai Baht

100.00

Figure 1 The value and number of the units launched in each year from 1994 to 2004
(Source: http://www.thaiappraisal.org/English/ThaiRealEstate/ThaiR 11.htm)
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However, two key differences were found between the types of projects launched

prior to and after the crisis: location and target market.

Prior to the crisis, new projects consisted primarily of low-priced condominiums
located in the fringe areas of the Bangkok Metropolitan Region (BMR). After the
crisis, projects have been mostly high-priced housing units located more centrally — in
the hub of the city, and in eastern and western parts of the Bangkok city (where there
are better and more accessible roads networks). The reason behind this is that the
demand for the low-priced condominiums is low since there is still a large number of
low-priced unit remains vacant in the market since the 1997 crisis. Therefore
developers have shifted up-market and are now focusing on high-end products. These
products also tend to offer a range of amenities and target primarily upper-middle

class and wealthy Thais.

Table 1 shows the range of average housing price in Bangkok in 2004.

The range of average housing price in Bangkok, Thailand in 2004

Low-priced housing Medium-priced housing Luxury housing

Below 2 million Thai Baht 2-5 million Thai Baht Above 5 million Thai Baht
(Below £27,500) (£27,500-68,500) (Above £68,500)

Table 1 The range of average housing price in Bangkok, Thailand in 2004
(Source: http://www.thaiappraisal org/Thai/Market/Market64 .htm)

1.2 MARKETING

According to the Institute of Marketing, marketing is the management process
responsible for identifying, anticipating and satisfying customer requirements
profitably (Cartwright, 2002).

Marketing is an important part of a business strategy; Ansoff (1987) suggests that

firms need a well defined scope and growth direction; the product market scope
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specifies that particular sector to which the firm confines its position, the growth
sector indicates the direction in which the firm is moving with respect to its current

market posture.

Through a marketing strategy, housing company can match company’s resources and
capabilities to customers’ changing needs and wants, at a profit. Apart from
developing products and providing services to fill both current and future
requirements of customers, the marketing strategy concerns company’s reputation as
well as relationships between the company and customers; as two definitions of

marketing are given that:

Marketing is the competitive process by which goods and services are offered for
consumption at a profit. This definition should be seen in the broadest possible terms.
It is about building a reputation and making sales for generating long-term positive
and profitable business activities in specific markets. It means gaining credibility and
reputation in order to establish effective and co-operative working relationships

(Pettinger, 1998).

Marketing is perhaps best described as a two-way communication process between an
organization and its customers (Cartwright, 2002). This is emphasized by Pettinger
(1998) that the fundamental concept of marketing is that all business activities are in
some way the relationship between oneself and one’s clients. Marketing takes the
view that the most important stakeholders in the organization are the customers and
that keeping them contented and satisfied, and returning for repeat business or at least

recommending to other potential customers, is the first concern of all the staff.

From the many and diverse range of definitions, the core concepts of marketing is
given by Preece et al. (1997) as:

e satisfying needs, wants, and demands;

® providing products and services;

e ensuring value for money and the satisfaction of customers;

® building relationships;

e making a profit for the business.
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1.3 RESEARCH OBJECTIVES

The paper focuses on the marketing strategy of housing companies in Thai private
housing market which is influenced by the change of market environment. The
research begins with literature review and developing the framework of the research
followed by investigating and analyzing the market and its customers’ satisfaction,
and identifying market needs. Finally, conclusions and recommendations will be

made.

The objectives of the research are:

e to investigate private housing market in Bangkok focusing on the high-end segment
of the market, and an attention will be given to the housing projects located in central
Bangkok and the fringe area of Bangkok where they are accessible with road
networks;

e to analyze and identify the attributes of market need, which are useful for
developing a marketing strategy;

e to make conclusions and recommendations on marketing strategy for private

housing market in Bangkok.



CHAPTER 2 CONCEPTUAL FRAMEWORK

2.1 THE 4Ps MARKETING MIX

The marketing mix is one of the dominant ideas in modern marketing (Kotler et al.,

1996).

Definition of the ‘Marketing Mix’: the mixture of the marketing variables which we
can control, and more precisely the amount of each which we choose for a particular
situation (Randall, 1994). Kotler et al. (1996) defines marketing mix' as the set of
controllable tactical marketing tools that the firm blends to produce the response it

wants in the target market.

There are interaction and integration between the variables which must always be

remembered that each element never acts alone, but always as part of the overall mix
(Randall, 1994).

The best-known and widespread-used marketing mix is the “4Ps” which includes
e Product

e Price

e Promotion

® Place

(McCarthy, cited in Randall 1994, p.80)

Figure 2 shows the 4Ps marketing mix with the particular marketing tools under each
P.

' The marketing mix consists of everything the firm can do to influence the demand for its product
(Kotler et al., 1996).
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The 4Ps marketing mix
Product ~ Prce ~ Promotion Place
Variety List price Advertising Channels
Quality Discounts Promotions Coverage
Design Allowances Personal selling Assortments
Features Payment period Public relations Locations
Brand name Credit terms Direct marketing Inventory
Packaging Transport
Services
Warranties l
Target market

Figure 2 The 4Ps marketing mix
(Source: Kotler et al., 1996; p.97)

PRODUCT

Product means the totality ‘goods-and-service’ that the company offers the target
market for attention, acquisition, use or consumption and that might satisfy a want or
need of customers (Kotler et al., 1996). It can be broken down in many ways, such as
physical attributes, quality, styling, features, branding, service before and after sales

and guarantee policy (Randall, 1994).

Three levels of a product are presented by Hollensen (2003) (see Figure 3). The first
level is the core product benefit — the fundamental service or benefit that the customer
is really buying. The second level is the product attribute or actual product which is a
composite of several factors or conditions buyers normally expect when they purchase
this product, for example, a quality level, features, design, a brand name and
packaging. The third level is the support service — the additional consumer service and
benefit offered to the customer (Dibb et al., 1994 and Kotler, 2003).
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The three levels of a product
Low
e Deliver o After-sales service
o Installation - repair
ss:rsr:er; e Guarantee - maintenance
e Spare parts

T

Possibilities of

Product standardizing
attributes elements of
product
roduct | e Functional features ® Image
Cobr::‘)e:ts ® Performance e Technology
e Perceived value
High

Figure 3 The three levels of a product
(Source: Hollensen, 2003; p.452)

Pettinger (1998) introduces product integrity” as one of product levels (see Figure 4).

Product features

Intangible

Perceptions, attitudes, value,
volume, price acceptability

Figure 4 Product features
(Source: Pettinger, 1998; p.103)

2 Product integrity is described as the sum of all the features and properties of the product and related
to the purpose for which the client has purchases it. It is a combination of total product performance
with a full understanding of the total effects on the client’s future well-being, the effects on the end-

users and wider general public and professional perception and reception.
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Usually products involve a mix of physical objects and services. Figure 5 shows a

continuum of product offerings introduced by Adcock et al. (2001).

Continuum of product offerings

All products/product
PHYSICAL — offerings include an ~ SERVICES

ITEMS element of ‘service’

Figure 5 Continuum of product offerings
(Source: Adcock et al., 2001; p.185)

The continuum ranges from a pure service through a combination of a service and
physical object to a tangible offering. This reflects Kotler’s four categories of

‘products’ shown in Table 2.

Kotler’s four categories of ‘products’

e a pure service

e a major service with accompanying minor goods and services
e a tangible good with accompanying service

¢ a pure tangible product

Table 2 Kotler’s four categories of ‘products’
(Source: Kotler, cited in Adcock et al., 2001; p.185)

House — a product of housing market is a product mixed between physical item and
service. Contrasting with Kotler’s four categories of product, it is a tangible good with
accompanying service. It is a unique product in that every unit sold is different — even
if the house types are repeated, the location may be different and the plot within a
development has a unique aspect to it. There is also scope for customization, e.g.
décor, kitchen units/worktops and bathroom fittings. Houses are not mass produced
consumer goods. In Thai private housing market, house products are offered with
varying features which are a competitive tool for differentiating the company’s
product from competitors’ product to attract customers. Some of significant features

of products concerned by housebuyers are shown in Table 3.
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Significant features of house product
concerned by housebuyers

Style: style describes the appearance of a house which is usually arranged following the
concept of housing project. It is aesthetics of how a house looks.

Design: design is more than skin deep - a broader concept than style. Design contributes to a
product’s usefulness as well as its looks. Applied to a house, it is about the layout, functioning
and performance of the house. A good designer considers appearance but also creates
houses that are easy, safe, inexpensive to use and service, and simple and economical to
produce (Kotler et al., 1996).

Quality: quality refers to the ability of a product to perform its functions. It includes, for
instance, the product’s overall durability, reliability, precision and ease of operation and repair.
Comforts provided by the house; and quality of house structuring and materials used when
building a house are included in this feature (Kotler et al., 1996).

Branding or developer’s reputation: branding is an important part of a product which can
help differentiate a firm's product from that of its competitor's product. It also has added
values that fulfill customers’ psychological needs. These added values are intangible benefits
best interpreted as inspiring consumer’s confidence in the brand as they perceive it to be of
superior quality and more desirable than competitive brands in the market (Kotler et al.,
1996).

Service: service is any activity or benefit that one party can offer to another which is
essentially intangible and does not result in the ownership of anything; though its production
may or may not be tied to a physical product (Kotler et al., 1996). Service involving in housing
market can be seen in pre-sales and after-sales service, such as project enquiry service,
house loan or financial assistance and repairing service after sales.

Table 3 Significant features of house product concerned by housebuyers

Service is also concerned in house product and it can be included in the product
element of the 4Ps marketing mix. Three types of marketing in service are shown in
Figure 6 (Gronroos; cited in Kotler, 2003). Service marketing requires not only
external marketing, but also internal marketing and interactive marketing (Kotler,
2003 and Kotler et al., 1996).
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Three types of marketing in service

External
marketing

Intemal
marketing

Employees

Interactive
marketing

External marketing describes the normal work to prepare, price, distribute, and
promote the service to customers.

Internal marketing describes the work to train and motivate its customer-contact
employees and all the supporting service people to work as a team to provide
customer satisfaction. This means that the service firm must invest heavily in
employee quality and performance.

Interactive marketing means that perceived service quality depends heavily on the
quality of the buyer-seller interaction. This depends on both the service deliverer and
the quality of the delivery. The customer judges service quality not just on technical
quality (e.g. the success of the surgery) but also on its functional quality (e.g. whether
the doctor showed concern and inspired confidence).

(Kotler, 2003 and Kotler et al., 1996)

Figure 6 Three types of marketing in service
(Source: Adapted from Kotler, 2003; p.451 and Kotler et al., 1996; p.593)

PRICE

Price is the amount of money charged for a product or service. It is the sum of all the
values that consumers exchange for the benefits of having or using the product or
service (Kotler et al., 1996). Price is the only element in the marketing mix that
produces revenue; all other elements represent costs. Price is also one of the most
flexible elements of the marketing mix. Unlike product features and channel
commitments, price can be changed quickly. At the same time, pricing and price
competition is the number-one problem facing many marketing executives (Kotler et
al., 1996).

= 10
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Figure 7 shows price in the exchange process. It describes that the price is what is
paid as part of the exchange process, being passed from customer to supplier either as
money or in kind. What is received by the customer is the composite of the other

elements of the marketing mix (Adcock et al., 2001).

Price in the exchange process — the only element of the marketing
mix received by suppliers

/’ Price
Product

]

== Promotion

Figure 7 Price in the exchange process

(Source: Adcock et al., 2001; p.270)

Pettinger (1998) introduces the basis of price combination which can be applied to

housing market. It is illustrated in Table 4.

The basis of price combination
Pettinger (1998) states that price is based on a combination of:

e what the market expects;

® what the buyer can afford — ability to raise finance as well as own wealth/resources;
e the nature of competition in the market;

e what the developer can afford to work for;

¢ any specific factors concerning the particular job, e.g. time, quality constraints,
location, materials to be used;

e what is being agreed and paid for — whether the completion of a house or facility; or
a wider process often supported by maintenance, presales and after-care

agreements.

Table 4 The basis of price combination
(Source: Pettinger, 1998; p.75)

-11 -
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Adcock et al. (2001) state that price is of crucial importance in most purchase
decision. It is the comparative price, set against direct competition and considered in
the light of the affordability of a product to the customer, that is important. From a
marketing perspective, customers compare prices and then decide which offering
seems to be the best value when measured against the tests of acceptability and

affordability.

The reality of pricing in competitive markets is that it is customers rather than
competitors who do the most to influence what is an affordable price. The buying
decision process involves a great many factors being considered, but crucial to the
prospective purchaser are the questions (Adcock et al., 2001):

- Can I afford it?

- Does it offer good value for money?

- How does it compare to other offerings?

According to Adcock et al. (2001), there are many different ways in which a customer
might evaluate the benefits and the value derived from a purchase. Benefits can be
both psychological and economic, and in all cases it is the perception of the customer
as to the actual value received that is the key issue. The comparison of total value
received against actual price paid will be part of a customer’s evaluation of

satisfaction.

There is a considerable body of research on the relationship between price and
consumer’s perceptions of quality. Consumers use price as an indicator of quality
when brands are unfamiliar and when the perceived risk of making unsatisfactory
choices is high. They also rely on price as an indicator if there is little information

available and judging a product’s attributes is difficult (Dibb et al., 1994).

When considering the importance of the price to people in the target market, Dibb et
al. (1994) state that the importance of price is not absolute; it can vary from market
segment to market segment and from person to person. Members of one market

segment may be more sensitive to price than members of a different target.

-12 -
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However, Nagle (1987) has suggested nine factors which influence the sensitivity of

customers to prices. They are shown in Table 5.

Nine factors influencing the sensitivity of customers to prices
It has been stated that price sensitivity is reduced when:

e the product is more distinctive

o there is greater perceived quality of products

e consumers are less aware of substitutes in the market

o there is difficulty in making comparisons (e.g. in the quality of services such as
consultancy or accountancy)

o the price of a product represents a small proportion of total expenditure of the
customer

o the perceived benefit for the customer increases

e the product is used in association with a product bought previously, so that, for
example, components and replacements are usually extremely highly priced

e costs are shared with other parties

e the product or service cannot be stored.

(Nagle, 1987; cited in Hollensen, 2003)

Table § Nine factors influencing the sensitivity of customers to prices
(Source: Nagle, 1987; cited in Hollensen, 2003; p.497)

Figure 8 shows the price-value cycle: vicious circle and benign circle (Adcock et al.,

2001 and Hutchings, 1995).

It might be possible to raise prices to reflect the increase in value if a product is made
more attractive (added-value by additional features) and thus it makes that product
more valuable to customers. Similarly, a service could be made more readily available

and thus more valuable to customer (Adcock et al., 2001).

Dibb et al. (1994) state that if the product is deemed superior to most of the
competition, a premium price may be feasible. Strong brand loyalty sometimes makes

it possible for the firm to charge a premium price for its product.

-13-
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The price-value cycle
Benign circle of prices Vicious circle of prices
Raise Cut prices
/ price \
Higher Lower volume, Higher volume
customer BENIGN but higher at lower VICIOUS Loses sales
acceptance CIRCLE revenue from margins CIRCLE
and volume better margins
Reduce
specification and
Improve promotion to
product and maintain return
promotion on investment
Competition
reacts by
reducing prices
Benign circle illustrates the relationship between customers’ perceived value,
required features, and the price paid.
Vicious circle iliustrates the relationship between changes in volume and price which
is action by competitors.

Figure 8 The price-value cycle
(Source: Adcock et al.,, 2001; p. 256 and 258; and Hutchings, 1995; p.259)

PROMOTION

Promotion is activities that communicate the product or service and its merits to target

customers and persuade them to buy (Kotler et al., 1996).

Pettinger (1998) draws the overall purpose of promotion which is
- building, developing and enhancing reputation and confidence;
- presentation of achievements, capabilities and expertise;

and relating the two to the needs and wants of customers and potential customers.

Kotler (2003) defined the five promotion tools called promotion mix. These consist of
advertising, sales promotion, public relation and publicity, personal selling and direct

and interactive marketing (see Table 6).

-14 -
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Typical communication tools (media)

One-way e Two-way
communication communication
Advertising Sales Public relation Personal Direct and

promotion and selling interactive

publicity marketing
e Newspapers | o Rebates and e Annual reports e Sales e Direct mail/
e Magazines price discount e Corporate image presentations Database
e Journals e Catalogues e House magazines ® Sales force marketing
o Directories and brochures | e Press relations management o Internet
e Radio e Samples, e Public relations o Trade fairs and marketing
o Television coupons and e Events exhibitions o Telemarketing
e Cinema gifts e Lobbying
e Outdoor e Competitions e Sponsorship
Table 6 Typical communication tools (media)
(Source: Hollensen, 2003; p.574)
Advertising:

Advertising refers to any paid form of non personal presentation and promotion of
ideas, goods or services by an identified sponsor (Kotler, 2003). Advertising can be
used to build up a long-tem image for a product or trigger quick sales. It can
efficiently reach geographically dispersed buyers. Kotler (2003) states that just the
presence of advertising might have an effect on sales. This means that consumers

might believe that a heavily advertised brand must offer “good value”.

Hollensen (2003) states the major advertising objectives and means shown in Table 7.

Major advertising objectives and means

¢ Increasing sales from existing customers by encouraging them to increase the frequency of
their purchases; maintaining brand loyalty via a strategy that reminds customers of the key
advantages of the product; and stimulating impulse purchases.

e Obtaining new customers by increasing consumer awareness of the firm's product and
improving the firm’s corporate image among a new target customer group.

Table 7 Major advertising objectives and means
(Source: Hollensen, 2003; p.574)

-15 -
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Nevertheless, Kotler et al. (1996) state that advertising also has some shortcomings

which are shown in Table 8.

Shortcomings of advertising

e Although it reaches many people quickly, advertising is impersonal and cannot be as

persuasive as a company salesperson.

e Advertising is only able to carry on a one-way communication with the audience, and the
audience does not feel that it has to pay attention or respond.

e In addition, advertising can be very costly. Although some advertising forms, such as
newspaper and radio advertising, can be done on small budgets, other forms, such as network

TV advertising, require very large budgets.

‘Table 8 Shortcomings of advertising
(Source: Kotler et al., 1996; p.701 and 702)

Sales promotion:

Sales promotion is a variety of short-term incentives to encourage trial, purchase or

sale of a product or service (Kotler et al., 1996).

Kotler (2003) states that sales promotion tools offer three distinctive benefits. These

are shown in Table 9.

Three distinctive benefits of sales promotion tools
Communication: They gain attention and may lead the consumer to the product.

Incentive: They incorporate some concession, inducement, or contribution that gives
value to the consumer.

Invitation: They include a distinct invitation to engage in the transaction now.

Table 9 Three distinctive benefits of sales promotion tools
(Source: Kotler, 2003; p.580)

-16 -
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Sales-promotion tools are used to draw a stronger and quicker buyer response. They
can be used for short-run effects such as to dramatize product offers. Sales-promotion
effects are usually short-lived, however, and are not effective in building long-run

brand preference (Kotler, 2003 and Kotler et al., 1996).

Public relation and publicity:

Public relations or PR refers to building good relations with the company’s various
publics by obtaining favourable publicity, building up a good ‘corporate image’, and
handling or heading off unfavourable rumours, stories and events (Kotler et al. 1996).
It is all those activities that the organization does to communicate with target

audiences and which are not directly paid for.

Adcock et al. (2001) draw the advantages and disadvantages of publicity as follows
(see Table 10);

The relative advantages and disadvantages of publicity

Advantages Disadvantages
Greater credibility Uncertainty of media take-up
Greater readership Message distortion
More information content No repetition
Cost benefits No timing control
Speed and flexibility
Great potential impact

Advantages

Credibility: If the public are made aware of the benefits to be gained from a
company’s products from an independent source, and that source is not being paid by
the company in question, then the credibility factor is that much greater.

Greater readership: When glancing through a newspaper, much more attention is
given to editorial or news sections than primarily paid to advertisement.

(to be continued)

Table 10 The relative advantages and disadvantages of publicity
(Source: Adhock et al., 2001, p.328)
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(continue)

Contain more information: Publicity is able to impart more information to the public
than advertisements can. Publicity, when presented as news, is given more attention
and is therefore able to contain much more detailed information.

Cost benefits: No direct payments are made to the media for publicity. There are
obviously costs involved, but PR budgets are far less than those for advertising.

Speed: Publicity has an advantage of speed. Information on a major development can
often be issued and reported in a short space of time. Publicity can also be flexible

and reactive.

Disadvantages

Message distortion: A company has no control over what the media report about
them. A press release, which a company hopes is reported in full, may in fact not be
used at all, or may have only a small portion of it reported. If the publicity given is
untrue or libelous, of course, the organization will have recourse through the judicial
system, but such action is expensive, and creates a difficult situation for the future.

Repetition: With advertisements a company can ensure that there is frequency of the
message. Publicity does not have this advantage and the message may only be given
once, if at all.

Table 10 The relative advantages and disadvantages of publicity
(Source: Adhock et al., 2001; p.328)

Personal selling:
Personal selling is face-to-face interaction with one or more prospective purchasers
for the purpose of making presentations, answering questions, and procuring orders

(Kotler et al., 1996).

Kotler (2003) states three distinctive qualities of personal selling which are shown in
Table 11.
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Three distinctive qualities of personal selling

Personal confrontation: Personal selling involves an immediate and interactive
relationship between two or more persons. Each party is able to observe the other’s
need and characteristics and make quick adjustments.

Cultivation: Personal selling permits all kinds of relationships to spring up, ranging
from a matter-of-fact selling relationship to a deep personal friendship. The effective
sales person keeps the customer’s interests at heart in order to build a long-term

relationship.

Response: Personal selling makes the buyer feel under some abligation for having

listened to the sales talk.

Table 11 Three distinctive qualities of personal selling
(Source: Kotler, 2003; p.580)

Direct and interactive marketing:

Direct and interactive marketing refers to the use of mail, telephone, fax, e-mail, or
internet to communicate directly with or solicit response or dialogue from specific

customers and prospects (Kotler et al., 1996).

Rapps and Collins (1987), cited in Adcock et al. (2001) discuss about direct
marketing used the term ‘maxi-marketing’. It is stated that Maxi-marketing is the
requirement of marketing to achieve:

- maximum efficient reach to target customers

- maximum chance of marketing sales

- maximum opportunity to develop relationships.

There are four distinctive characteristics of direct marketing defined by Kotler (2003).

These are shown in Table 12.
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Four distinctive characteristics of direct marketing

Nonpublic: The message is normally addressed to a specific person.

Customized: The message can be prepared to appeal to the addressed individual.

Up-to-date: A message can be prepared very quickly.

Interactive: The message can be changed depending on the person’s response.

Table 12 Four distinctive characteristics of direct marketing
(Source: Kotler, 2003; p.580)

PLACE

Place refers to channels of distribution (McCarthy, cited in Randall 1994, p.80).

Elements of distribution are, for example, choice of channels.

Place represents the meeting point between the buyers and sellers of goods and
services (Pettinger, 1998). For construction goods, therefore, place is a clear concept
involving choosing preferred outlets and means of distribution to those outlets from a
universally familiar range — shops, mail order, warehouses, catalogues; increasingly

the use of journals, TV, radio and computer-based facilities.

Hollensen (2003) states that a distribution channel consists of at least a producer and a
customer. Most channels, however, use one or more intermediaries to help move

products to the customer.

Adcock et al. (2001) introduce distribution channels consisting of direct and indirect

marketing channel as the choice of channel structure (see Figure 9).

Direct-marketing channel consists of a manufacturer selling directly to the final
customer. The major examples are door-to-door sales, home parties, mail order,
telemarketing, TV selling, internet selling, and manufacturer-owned stores (Kotler,
2003).
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In Thai housing market, a direct-marketing channel is seen through the use of an on-

site and off-site sales office with developer company’s sales persons.

Distribution channels

[ Producer l Producer I L Producer —I
| |
| termediary1 | | intermediary 1 |

|

[ Intermediary Il T

|
L Customer ]
v - Jv - l

Two-link chain Four-link chain
Direct-marketing Indirect-marketing
channel channel

Figure 9 The distribution channels
(Source: Adapted from Adcock et al., 2001; p.231 and Kotler, 2003; p.508)

Indirect-marketing contains one or more intermediaries, who are independently
owned organizations that act as links to move products between producers and the end
user. The primary categories are agents and brokers, wholesalers and distributors, and

retailers (Hollensen, 2003 and Hutchings, 1995).

Familiar examples of intermediary in housing market are estate agents, who negotiate
the sale of property for their customers; and selling agents, who perform the whole
range of marketing activities in addition to the selling function, leaving the

manufacturer to concentrate on production (Hollensen, 2003 and Hutchings, 1995).
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Pettinger (1998) states that the basic premise of choosing preferred outlets and the
means of distribution to those outlets includes two key features — access and

convenience.

2.2 RELATIONSHIP MARKETING

The marketing mix is one option. Under the marketing mix approach, sales people are
to some extent building relationships. The competitive advantage may not just come
through the 4Ps or however many ‘Ps’ the organisation embraces. It may be more
intangible than that, but no less strategic and important. The ability to build and
sustain relationships may be the key to beating the competition. Such situations are

beginning to use relationship marketing (Smyth, 2000).

Gummesson (2003) defines relationship marketing (RM) as marketing based on

interaction within networks of relationships.

Christopher et al. (1994) state that marketing is concerned with exchange
relationships between the organization and its customers; and quality and customer

service are key linkages in this relationship.
Figure 10 shows the linkages between marketing, customer service and quality that

must be exploited to achieve total customer satisfaction and long-term relationship
(Christopher et al., 1994).
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Linkages between marketing, customer service and quality

e

Customer service levels

should be determined by Quality must be
research-based determined from the
measurement of customer perspective of the
needs and competitors’ customer based on
performance and must regular research and
recognize needs of different monitoring
market segments

The total quality concept
should influence both the
process elements
(e.g. designing out
failure points) and
\ people elements (e.g. /
managing ‘moments
of truth’ in the
customer encounter)

Customer
service

Figure 10 Linkages between marketing, customer service and quality
(Source: Christopher et al., 1991, p.3)

The challenge to the organization is to bring these three critical areas into closer
alignment. Figure 11 shows the relationship marketing as the new focal point
integrating customer service and quality with a market orientation. Relationship
marketing has as its concern the dual focus of getting and keeping customers
(Christopher et al., 1994).

According to Christopher et al. (1994), the framework of marketing in relationship
marketing can be considered as consisting of:

- The marketing mix: the important elements or ingredients that make up a
marketing programme (The marketing mix has already been reviewed in the
previous section (section 2.2)).

- Market forces: the opportunities and threats which bear on the marketing
operation of and organisation.

- A matching process: the strategic and managerial process of ensuring that the

marketing mix and internal policies are appropriate to the market forces.
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The relationship marketing orientation: bringing together
customer service, quality and marketing

Customer
service

‘ Relationship

marketing

Marketing

Figure 11 The relationship marketing orientation: bringing together customer service, quality and marketing
(Source: Christopher, Payne and Ballantyne, 1991; p.4)

La Londe and Zinszer, cited in Christopher et al. (1994) found a range of views

existed as to the definition of customer service. This is shown in Table 13 below.

o All the activities required to accept, process, deliver and build customer orders and to follow
up on any activity that erred.

¢ Timeliness and reliability of getting materials to customers in accordance with a customer's
expectation.

o A complex of activities involving all areas of the business which combine to deliver and
invoice the company’s products in a fashion that is perceived as satisfactory by the customer
and which advances the company's objectives.

o Total order entry, all communications with customers, all shipping, all freight, all invoicing and
total control of repair of products.

o Timely and accurate delivery of products ordered by customers with accurate follow up and
enquiry response including timely delivery of invoice.

Table 13 The role of customer service
(Source: Christopher et al., 1994; p.5)
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Nevertheless, Christopher et al. (1994) state that customer service is broader than any
of these definitions and that it is concerned with the building of bonds with customers
and other markets or groups to ensure long-term relationships of mutual advantage.
Customer service can be seen as a process which provides time and place utilities for
the customer and which involves pre-transaction, transaction and post-transaction

considerations relating to the exchange process with the customer.

Anderson and Kerr (2002) introduce customer service model consisting of three
service levels (see Figure 12). It shows the relationship marketing ladder of customer
loyalty and illustrates the objective of relationship marketing which is to turn new
customers into regularly purchasing clients, and then to progressively move them
through being strong supporters of the company and its product, and finally to being
active and vocal advocates for the company thus playing an important role as a

referral source (Christopher et al., 1994).

The three levels of service

T
Level 3:
Customer Advocates
Emphasis on developing
Level 2: and enhancing
Repeat Customers relationships
(Customer keeping)
Emphasis on new customers Level 1:
(Customer catching) Initial Transactions
v

Level 1 is initial transactions focusing on discrete, initial interactions or stand-alone sales; which is the foundation
for every business or organization.

Level 2 represents repeat customer. This level focuses on getting customers to return for a second, third, or forth
time — a repeat business. These customers may come back for the same purchase or a variety of products and
services. They develop greater economic and emotional ties with company and they bring with them an
expectation that the company will value those ties.

Level 3 represents those customers who are not just satisfied and willing to do business with the company again
but actively tell others about their positive experience. They spread the good word.

(Anderson and Kerr, 2002)

Figure 12 The three service levels
(Source: Adapted from Anderson and Kerr, 2002; p.20 and Christopher et al., 1994; p.22)
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‘... quality, from a relationship marketing perspective, must be perceived from the

viewpoint of the customer’ (Christopher et al., 1994).

This point is also emphasized by Gronroos (2001) stating that ‘Quality is what

customers perceive’.

Gronroos (2001) introduces a model of total perceived quality (see Figure 13). It
shows how quality experiences are connected to traditional marketing activities
resulting in ftotal perceived quality. Good perceived quality is obtained when the
experienced quality meets the expectations of the customer; that is, the expected
quality. Technical quality refers to what customers receive in their interactions with
firm and functional quality refers to how the customer receives it. Company and/or
local image is important as it can affect the perception of quality in various ways. If
the provider has a favorable image, minor mistakes will probably be forgiven. If
mistakes often occur, the image will be damaged. If the image is negative, the impact
of any mistake will often be considerably greater than it other wise would be

(Gronroos, 2001).

Total perceived quality

A

Total perceived
quality

Expected
quality

Experienced
quality

e Marketing communication
e Sales

e Image

e Word of mouth

e Public relations

o Customer needs and values

Technical quality:
What

Figure 13 The total perceived quality
(Source: Gronroos, 2001, p.67)

Functional quality:
How
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Gummesson developed 4Q Model of Offering Quality illustrated in Figure 14
combining concepts from the total perceived quality and goods-oriented quality

notions (Gummesson; cited in Gronroos, 2001).

The Gummesson 4Q model of offering quality

Image, brand

Expectations Experiences ﬂ
Design CUSTOMER Relationship
li uali
quality PERCEIVED quality
QUALITY:
e immediate -
Production and e long-term Technical
delivery quality quality

The model includes expectations and experiences variables and, in addition, and image
and a brand variable. The brand element adds a new aspect to models of perceived
quality. Whereas image is related to customers’ view of a firm, brand refers to the view
of a product that is created in the minds of customers. The term ‘brand image’ is
sometimes used for this phenomenon.

Gronroos (2001) states that according to the Gummesson 4Q Model of Offering Quality,
customers’ perception of the total quality, on the one hand, influences the image of the
firm, but on the other hand it also contributes in a decisive way to the brand that is
emerging in the minds of the customers.

The two first quality concepts in the model are sources of quality. Design quality refers to
how well the service and goods elements of the product and the combination of them into
a functioning packing is developed and designed. Production and delivery quality refers
to how well the package and its elements are produced and delivered, compared to the
design. The two other quality concepts form the result of the goods production and
delivery, and of service processes. Relational quality refers to how the customer
perceives quality during the service processes. Customer-oriented, attentive and
empathetic service employees who demonstrate competence and skills contribute
favorably to relational quality. Customization of physical goods is another factor that
influences this type of quality. Relational quality is closely related to the functional quality
dimension in the previous model. Technical quality refers to the short-term and long-term
benefits of a package. If maintenance of production machines keeps a manufacturer from
losing money caused by machine breakdowns, a person’s economic security is well
covered by an insurance company, or a car performs according to specifications, technical
quality is good.

(Gronroos, 2001)

Figure 14 The Gummesson 4Q model of offering quality
(Source: Gummesson, E., Quality Management in Service Organizations. New York: ISQA, 1993; p.229; further revised by
Gummesson, 2000; cited in Gronroos, 2001; p.71)
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CHAPTER 3 RESEARCH METHODOLOGY

The basis of the research is literature reviews including marketing literatures, prior
and recent researches and surveys. The main data of investigation were obtained from
two sources which are interview and questionnaire survey. Other supporting data are

from site visit and a house exhibition.

LITERATURE REVIEW

Literature reviews include articles, journals, text books, local newspapers, recent

researches and surveys.

INTERVIEW

The researcher arranged appointments to meet and interview a marketer of each
housing development company chosen as a sample. Since the research investigates the
high-end segment of Thai private housing market, the samples consist of 4
development companies undertaking a high-end housing development project located
in Bangkok or a fringe area of Bangkok. Another reason for selecting these 4
developers is personal contact allowing the researcher to access to their customers for

questionnaire survey.

The marketing persons were interviewed with the following outlines:

company’s profile;

target group of customer of the housing project undertaken by the company;

- company’s products in term of goods elements offered to the customers of the
housing project;

- company’s products in term of service prepared to the customers of the

housing project;

- price of houses offered to the customers of the housing project;
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- the point of sale of the housing project;
- sales promotions offered to the customers of the housing project;
- project’s advertising;
- reputation and image of the company;
and

- experience and expertise in housing business of the company.

The scripts of the interviews with 4 development companies called company A, B, C

and D are shown in appendix A, B, C and D; respectively.

QUESTIONNAIRE SURVEY

Questionnaires were distributed to customers of all companies interviewed. For
company A, B and C, the developers’ customers were randomly selected, called by
the development companies and asked for a permission to allow the researcher to mail
them a questionnaire. The customers were asked to complete the questionnaire and
mail it back to the companies and it was collected by the researcher afterwards. For
company D, the questionnaires were released to some customers by a direct door-to-
door approach whereas some customers completed the questionnaire at company’s
sales office. These approaches were chosen because during the survey period, the
company was transferring houses to their customers and the company visited the
customers or the customers came to the sales office for the matter of documenting.
Therefore, at the same time they were asked to complete the questionnaire. 30 sets of
questionnaire were distributed to the customers of company A, B and C each; whereas

25 sets of questionnaire were distributed to the customers of company D.

The questionnaire form is shown in appendix E. It contains 8 sections of questions
including:

- customer profile;

- customer’s satisfaction of product in term of goods elements offered by the

housing development company;
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- customer’s satisfaction of product in term of service prepared by the housing
development company;

- customer’s perception of price offered by the housing development company;

- customer’s perception of the location of sales office;

- customer’s satisfaction of the sales promotion offered by the housing
development company;

- advertising medium;

- influence of company’s reputation and image and experience and expertise in
housing business and award received by the company on customers’ buying
decision; and overall customer’s satisfaction of product and service offered by

the housing development company.

Response rate: response rates from the customers of developer A, B, C and D are

47%, 40%, 53% and 72%, respectively; while the overall response rate is 56%.

The result of questionnaire survey in table form is shown in appendix F while the
results in chart form are included in Chapter 5 — Investigating and analyzing Thai

private housing market.

HOUSE EXHIBITION

During the survey period, there was a house exhibition arranged in Bangkok. The
researcher has been a participant in the exhibition and conducted an investigation. The
fact seen is that approximately 30 housing development companies participated in the
exhibition. This number is considered very small compared to the number of housing
developers in Bangkok. Moreover, among these 30 companies, none are developers
who are undertaking a high-end housing project located in Bangkok. All projects
demonstrated in the exhibition are low to medium-end housing projects located in
Bangkok.
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SITE VISIT

The researcher visited the housing development project of the sample companies in
order to investigate their products and services offered to customers. The investigation
focused on house samples, facilities provided inside the project e.g. a clubhouse, the
security system prepared for the project, the service of sales person and the promotion

and payment terms offered to customers.
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CHAPTER 4 INVESTIGATING AND ANALYZING THAI
PRIVATE HOUSING MARKET

4.1 THE 4Ps MARKETING MIX IN THAI PRIVATE HOUSING MARKET

PRODUCT (Goods Elements)

Questionnaire response shows customer’s satisfaction on a product’ offered by

housing company which can be seen in Figure 15.

Customer satisfaction on product (Goods Elements)

‘ @ house style

@ Layout of house

-4
-8
' 3 0O Quality of house
o materials
‘ 2 0 Securit
| w y
3§
l e} @ Vicinity |
| & :
’ g-, @ Facility
| [}
| ; @ Access |
| |
0 Provision of intemet |

connection

|
@ Payment term and ‘
l condition l

‘ Company

Figure 15 Customer’s satisfaction on product (Goods elements)

* The question of a product in term of goods elements was divided into 9 items based on features
offered by the house product.
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Vicinity of development area and access to various parts of the city

Vicinity of development area and access to various parts of the city reflects the
location of project, which is considered the most important® feature of the speculative

housing product.

The research confirms that the location of housing project is differentiated in the high-
end segment of the Thai housing market where the differentiation is noticeably
obvious between the housing project located in central Bangkok and that located in
the fringe area of Bangkok. From the investigation, the housing project of 3 sample
companies’ out of 4 are located in the hub of Bangkok whereas that of another sample
company® is located in a fringe area of Bangkok where there is accessible road
networks. It is seen that customers of the housing project located in the fringe area of
Bangkok are less satisfied’ with the vicinity of development area and access to
various parts of the city offered by the project compared to customers of the projects

located in central Bangkok.

Among the housing projects located in the hub of Bangkok, although the projects are
located in different areas within central Bangkok, the differentiation is not clearly
seen in the market and the result shows that customers are quite satisfied® with the
vicinity of development area and access to various part of the city offered by the

projects.

For house product, the location of housing project is usually also considered in ‘place’

element of the 4Ps marketing mix in the sense that production is the point of sale

* This importance is seen from Figure 15 where the two highest score were rated by customers (see
company B) to their satisfaction on vicinity and access of housing project.

5 Company A, B and D

6 Company C

7 Whereas customers of the 3 companies (company A, B and D) whose housing project is located in
Bangkok rated their satisfaction on vicinity of the development area at between 4.3 and 4.7, customers
of the company (company C) whose housing project is located in the fringe area of Bangkok rated their
satisfaction of this feature offered by the housing project at 3.1. For customer’s satisfaction on the
access to various parts of the city offered by housing project, the 3 companies (company A, B and D)
whose housing project is located in central Bangkok was rated at between 4.3 and 4.8 while the
company (company C) whose housing project is located in the fringe of Bangkok was rated at 3.5.

® Company A, B and D was rated at 4.6, 4.7 and 4.3 by their customers; respectively for the vicinity of
the development project; and 4.6, 4.8 and 4.3; respectively for the access to various part of the city
offered by the project.
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concerning about show homes, sales offices and use of agents; which is seen peculiar
in housing (This will be discussed more on “PLACE” as a delivery channel in a

following section).

House style

House style is also considered an important9 feature of house product in the Thai
housing market. Housing companies themselves use house style as an important tool
to attract their target group of customer to the companies as the research found that
the companies read the taste of their target group of customer and developed house
styles to match with their preference and lifestyle. It is found that this tool works
efficiently as the result from the questionnaire survey shows that customers of all
companies are satisfied'® with the house styles offered by the housing development
companies. However, the score gap is very small. This indicates that although the
house styles offered in the market are differentiated by their appearance, they satisfy
customers at quite similar degrees. No company is seen having a competitive
advantage in the market in term of offering a more attractive house style. Moreover, it
might be the case that differences between the house developer’s products are not that
great, so highly differentiated products are not on offer in the market. It is also
possible that the level of satisfaction is an outcome of a lack of awareness of other
product possibilities or housebuyers are relatively conservative when considering

housing as an investment and developers are responding to that demand.
Layout of house

A layout of house is usually offered differently from one house design to other. The

investigation found that some housing companies'' in the market were rated lower'?

® The importance is seen from Figure 15 where the scores rated by customers for their satisfaction on
house style are higher than those on the other features of product mix offered by house product except
the vicinity and access.

' The weighted-average score of customer’s satisfaction on house style rated by customers of all
companies are between 4.4 and 4.6; where 4 means that customers are quite satisfied with the product,
and 5 represents that customers are very satisfied with the product (see Figure 15).

" Company B and D

'2 Company B and D were rated at 3.9 and 4.1, respectively; whereas both company A and C were
rated at 4.4 for customer’s satisfaction on the layout of house.
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than others'® for customer’s satisfaction on the layout of house (see Figurel5). If
housing companies arrange provision of changing house features to customers, the
problem can be improved. However, it is found that the company'* which was rated
the lowest'> does not provide this service (The provision of changing house feature is
concerned in service elements of product which will be discussed later on “Product

(Service Elements)”).

Quality of house materials and security of house and surrounding development

area

The research found that whereas half of the sample companiesl6 focuses on offering
high quality of house materials and the security of house and surrounding
development area, only one company'’ is perceived by their customers on this offer
(see Figure 15). There is the data'® showing that this company is the only company
among sample companies which has a qualities concept'® focusing on quality of house
materials and the security of house and surrounding development area; and this

company’s concept is presented by the company as a brand quality to public. It is seen

'3 Company A and C

'* Company B

'> Company B was rated at 3.9 for layout of house whereas company A, C and D was rated at 4.4, 4.4
and 4.1; respectively for this feature.

' Company B and C focus on offering high quality of house materials. Company C and D focus on
offering high quality of the security of house and surrounding development.

"7 Company C

'® Data received from the interview

1 5 qualities concept of company C consists of home design, construction, community, security and
reliable service. This concept is applied to all projects of the company. Home design means that
construction of all houses is completed before the houses are sold to ensure customer’s satisfaction.
Construction refers to the comfort and convenience customers receive when they move into their new
house. Everything they need is installed. The company provides heat protecting system at the roof of
the house and concerns about safety in the house by providing a back-up generator to prevent possible
accidents during black-outs, an automatic power cut system to guard against power surges, safety-type
doorknobs in all bathrooms for the safety of children and the elderly and non-slip ceramic tiles in all
bathrooms. For preventing future problems, spraying for termites is used with underground pipes and
on beam/pile construction is used to protect the garage’s structural integrity. Community refers to the
warm society among the residents of the project. Therefore, the company provides facilities, such as a
swimming pool, tennis courts, and public parks to serve the community. Besides this, the company
usually sets up an event every month inviting all residents to meet and join activities. Security means
that all houses are equipped to guarantee customers’ safety and win their trust. The project uses the
Integrated Security system including 3-metre high gate surrounding the project, double security at the
project main entrance, CCTV located at every road in the project, Intercom connected between each
house and guard house and security system inside each house. Finally, reliable service means that
company’s after-sales service department is another part of the effort to ensure that all our customers
continue to enjoy the highest quality of life for as long as they live in any of our projects.
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that making product features into a brand feature has worked well for this company
which can be a specific lesson for other companies to copy. Also, housing companies

might differentiate their product more and turn it into successful brand features.

Facility provided within the development project and provision of high speed

internet connection

The research found that most of housing companies provide facility within the
development project and the facilities provided are not much different from each
other, for example, a swimming pool, sauna, steam room, gym and fitness room. The
result in Figure 15 shows that one companyzo does not provide any facilities within
the project, however, there is a sports club located next to the housing project offering

similar facilities as those offered by the other housing projects.

For the provision of high speed internet connection, only one company2l provides
high speed internet connection in very house unit and their customers are satisfied”
with this feature of the product (see Figure 15). This feature may be the start of an
important trend for developers to follow, and it may also be evidence of successful

product differentiation.
Payment terms and condition

For the Thai housing market, the payment terms and condition for a house is affected
by regulation set by Bank of Thailand (BOI). Every bank in Thailand is influenced to
follow the regulation. For a house priced 10 million Thai Baht and above, the
minimum down payment is fixed at 30% of house price as the regulation. Therefore
only monthly payment can be different depending on the condition of house loan
offered from banks. However, in most cases the interest of house loan is offered by
banks at 5.75% for 10 to 25 years payment duration; and the research found that this

figure is applied to the payment terms and condition offered by all companies.

*° Company D
! Company D
2 Company D was rated at 3.9 for the provision of internet connection (see Figure 15).
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However, a differentiation is seen in a company> where they have better option of
payment terms and condition provided to customers. The company is offered a low
house loan interest rate (at 3.5%) by a bank which they have connection with. This
deal is for the company to offer to only the customers of the company’s housing
project which the bank finances. Therefore, the company is able to offer their
customers a lower rate of house loan interest which is considered as a company’s
competitive advantage. As a consequence, their customers are more satisfied®* with
this product feature offered by the company whereas customers of other companies
are neutral with the offer they got from the companies (see Figure 15). The research
also found that the sales of the company offering the lower interest rate proceeds very

fast®.

It has been seen that payment terms and condition is hardly a decision done by
housing companies selling high-end product themselves. It is an uncontrollable
market influence which the companies have to apply it to their business. When
comparing the down payment of a house priced 10 million Baht above with one
priced below 10 million Baht; the better offer can be arranged to the product under 10
million Baht, for example, 10% or 20% down payment. Therefore, customers are

more flexible to choose the condition that fit them.

PRODUCT (Service Elements)

In the questionnaire, the question regarding product in term of service elements was
subdivided into 3 parts which are an indication of flexible choices of external and
internal features of house by the buyers, a provision of mortgage assistance or other
financial service; and an indication of assistance for moving home. However, all
sample companies do not offer service in the last part and therefore no analysis of this
part will be done and shown (Researcher could not get access to the developer

company who offers service of assistance for moving home).

2 Company D

* Customers of this company (company D) rated their satisfaction on payment term and condition at
3.9 whereas the other companies were rated between 3.2 and 3.5 by their customers.

% See appendix D.
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Indication of flexible choices of external and internal features of house by the

buyers

The research found that only half of the sample companies”® provides customers a
service to change external and internal design or layout (see Figure 16). This service
provision is importantly relevant to the layout of house offered by housing company.
As discussed in “Product (Goods Elements)” concerning the layout of house, this
service can improve the problem of unsatisfied customers on the house layout offered
by company. This can be seen in the case of company D which was rated quite low?’
by their customers regarding their satisfaction on house layout. However, due to the
service provision of changing house features offered by the company, customers is
decided to a buy house but considered this provision as one of the reasons of their

buying decision. The result of the effect is shown in Figure 16.

Nevertheless, the provision of changing house features does not much affect the
housing company whose customers are already satisfied with house layout. This case

can be seen in company A*® (see Figure 15 and 16).

! Effect of provision of external and internal changing to
g customer's buying decision

72%[

| l:! éﬁécted '

28% | |mnot effected

Percentage of
customer

Figure 16 Effect of provision of external and internal changing to customer’s buying decision

- Company A and D

" Company D was rated at 3.9 for customer’s satisfaction on layout of house whereas company A, B
and C were rated at 4.4, 3.9 and 4.4; respectively (see Figure 15).

?® 43% of customers of company C considered the provision of changing external and internal features
when deciding to buy a house (the figure is less compared to 72% of customers of company D)
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