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Abstract

This study is intended to measure the effect of the five promotional
elements such as sales promotion, personal selling, direct marketing,
advertising, and public relation practiced in the real estate industry on
the purchase decision of customers. A combination of descriptive and
explanatory research design was used with a quantitative research
approach. Primary data were collected using survey questionnaire
distributed to 322 sampled respondents. Data were subjected to
inferential statistical methods supported with SPSS software. The
results of the analysis revealed that all the variables (such as sales
promotion, personal selling, direct marketing, advertising, and public
relation) have direct correlation with the customer’s purchase decision
at p<0.05. All the variables jointly explained purchase decision of real
estate consumers by 53.2%. The regression’s result showed that, except
advertisement practice, the other four promotional elements were
statistically significant in affecting purchase decision of consumers.
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1. INTRODUCTION
1.1 Background of the study
All companies derive sales by promoting the benefits their company's goods or
services to pools of potential buyers. The way companies promote their product
will largely determine whether they successfully select the right way of
promotion to their target audience or not. Even a superior product doesn't sell
itself. Our customers need information about our product or service before they
buy it. The ways we communicate features and benefits to our potential

customers is called a promotional mix (Kotler, 2000).

Marketing is the art of selling goods and services to the ultimate consumer.
According to Philip Kotler (2006), the ingredients for a good marketing are the
4P’s: product, price, promotion and placement. It is the main instrument used
by the company to obtain strong position on the concerned markets. In
particular, promotional mix, namely, advertisement, sales promotion, public
relations, direct marketing, and personal selling are effective tools to spread the
information about the products and services. A promotional mix should be
designed in a way that informs the target market audience about the values and
benefits of the product or service offered. It also changes the consumer

perception and buying decision towards the product.

The real estate sector has been contributing its part a lot in this regard. One can
see that the sector has been providing its services to the society and gaining
experience and enhancing its capacity from time to time; putting it in a better
position to satisfy the needs of the public. The amount of housing the
government and the private sector have been making available falls far short of
the demand for it. Under such circumstances it is important that the capacity of

the public to afford residential houses be taken into account and addressed
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accordingly. Addressing this challenge would create a win-win situation for

both sides (Addis Chamber, 2016).

1.2 Statement of the Problem

The main reason that triggered the researchers to conduct the study on the
problem at hand is the current unstructured and unintegrated way of using
promotional mix elements on consumer decision on real estates. This
unstructured and unintegrated way of applying and incorporating elements as
one of the company’s marketing strategy adversely affects the industry a lot,
and studies show that companies have to apply the elements on structured and
integrated manner so as to compete in this dynamic and competitive business
environment. Effective use of promotional mix elements is not a choice for
firms, rather it is a must. One previous study shows that billions of dollars are
spent on advertising annually to promote business. According to a survey 50
percent of all advertising is wasted due to lack of effective advertising (Ads of

the World Business Magazine, 2011).

In addition, at the moment when the sale of a flat of a certain building takes
place, companies tend to apply different techniques to achieve their goals. How
applicable and profitable are these techniques? The process of making a
decision regarding a purchase is quite slow and will also be associated with data
collection and comparison to realize the purchase. Since there is a stiff
competition among the real estate companies, how do investors and real estate
companies convince their customers to buy these apartments? What strategies
and techniques do they use to inform their consumers and conduct a sale? There
are other basic questions that need to be answered. Therefore, acknowledging
the purchase of a real estate property is a major investment by a potential client,
the decision to buy a house is a long process and is based on specific customer

preferences.
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The main gaps that are being observed in the real estate industry of Ethiopia
regarding the application of the promotional mix elements (PMEs) are the

unscientific approach of measuring and identifying which one of the PME is
the most effective and workable for their existing market strategy in order to
be competitive in the industry, lack of proper application of promotional mix

elements, and poor message creation.

Despite the widespread employment of promotional mix elements in practice,
there has been little attempt to integrate research to determine the relationship
between the use of promotional mix elements and customer purchase decision
in real estate business. The influence of promotional mix elements appear to be
worthy of investigation in relation to customer buying behavior as different
scholars contradict each other and argue for diverse outcomes (Netemeyer et
al.,2004; Mela et al., 1997). However, to the best knowledge of the researchers,
there has not been empirical evidence in Ethiopia regarding the relationship
between promotional mix elements and consumer purchase decision in real
estate companies. Even though there are studies on promotional mix in different
industries, there is little empirical evidence that show the effect of promotional
efforts on buyer’s decision in the real estate business. This study is, therefore,
intended to fill this literature gap. Given such limitations, this study therefore,
tries to evaluate the effect of promotional mix elements on customer purchase
decision on the selected real estate companies. It has therefore the following
specific objectives:

1. To examine the effect of advertising practice by Real Estate

Companies on consumer’s purchase decisions.
2. To measure the effect of sales promotion by Real Estate Companies on
consumer’s purchase decision.
3. To identify the effect of personal selling practice by Real Estate

Companies on consumer’s purchase decision.
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4. To evaluate the effect of publicity by Real Estate Companies on
consumer’s purchase decision.
5. To identify the effect of direct marketing by Real Estate Companies on

consumer’s purchase decision.

2. LITERATURE REVIEW

2.1 An Overview of Promotion Mix Elements

Promotion can be defined as a marketing activity that involves the persuasion
contacting process through which the sender define of a commodity, or service,
or an idea, or a place, or a person, or a pattern of behavior for the purpose of
influencing the members of a particular audience minds, to appeal to their
response behavioral about what promotes (Mualla, 2006). There are several
promotional goals, and the three main objectives companies seek to achieve
through the promotion include: (1) forming the appropriate mental image for
the company: When the company markets its products, it seek to form a
consumer mental image about the company by defining itself, and its goals in
the early stages of the company’s entry to the market (Kahaf, 2001); (2)
defining the company’s product: In general, the main task of the promotion is
to define the product, specifications, price, places of distribution, how to use it,
and places of service centers and maintenance, besides, trying to convince
consumers of its benefits (Hamid, 1990); and (3) the development of the
company’s market share: Promotion is considered as one of the main tools the
company relies upon to develop its market share. When consumers are
convinced with the available features in the company’s product, their demand

on the company’s product will increase.

2.2 A Glimpse on the Five Promotional Marketing Elements
According to Brassington and Pettitt (2000), promotion strategy is the direct

way in which an organization communicates the product or service to its



Maiden Worku and Mohammed Mohammednur

intended customers. In addition, according to Swastha and Irawan (2008),

promotional mix is information flow or one way persuasion which directs

someone, people, or organization to make a demand. According to Belch et al.

(2004), there are five major promotional elements in marketing

communications mix. These are:

1.

Advertising: Kotler & Keller (2006) defined advertising as any paid
form of non-personal form of marketing communication about an
organization, product, service or an idea by an identified sponsor. The
non- personal component of advertising involves using mass media such
as TV, radios, newspapers, magazines, etc. It is non-personal and does
not have an immediate feedback as personal selling does and is
implemented by a specific advertiser for a fee paid to influence
consumer behavior. According to Wang (2009),since advertising is one
of the most primary communication links with customers, customers'
desired image and language along with culture, economy and
commercial changes must be kept in mind. Moreover, advertising helps
in building brand awareness and image by repetitive exposure to the

intended message.

Personal selling: The main feature of personal selling is the effect it has.
This means that a sales person is more likely to break through, get
consumers’ attention and even be remembered later on. The sales person
has the chance to adjust the message to the type of customer dealing with.
Since the communication is two-way, there is less danger of
misunderstandings because the salesperson can get feedback immediately
and on the spot.

Sales promotion: Cuizon (2009) stated that sales promotion methods
used by the seller are not only effective to succeed in achieving short-

term sales but are also more cost effective than advertisement. Nema,
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(2012) classify sales promotions as Consumer Sales promotion and Trade
Sales promotion. According to this study, consumer sales promotions
indicate any short term promotion methods destined by retailers to boost
customer immediate response to the products.

4.  Public relations or Publicity: Any organization is interested to build and
maintain strong relations with its consumers, to achieve satisfaction and
complete mutual communication, either internally or externally, through
the implementation of policies and programs based on the principle of
social responsibility, and employing media to build a desired image of
the organization. They also include all activities used by the organization
to improve its image in the community such as supporting and
participating positively in social, environmental, health activities, and
public issues (Lovelock & Wirtz, 2004).

5. Direct Marketing: Direct mail involves the sending of information about
a special offer, product, sale announcement, service reminder, or other
type of communication to a person at a particular street or electronic

address (Berry & Wilson, 2004).

Consumer Purchase Decision: Consumer buying decision process is a series
of stages made by customers when and after buying a product. Pride and Ferrell
(2012) noted that to understand customers purchasing decision, the marketer
must understand the consumption process and the utility of products in
customers’ perceptions. The consumer buying decisions go through common
five steps, indicated as follows:
1. The first stage in the purchasing decision is need/ problem recognition.
It is a crucial and important stage because if the need is not recognized,

then the purchase process will not happen.
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2. The second stage of consumer buying decision process ,it can be
classified as internal and external sources ,internal search refers to the
buyer search the information from their memory and is determined by
consumer existing knowledge about the products, external search is
applied when the internal search is not sufficient.

3. The third stage is evaluation of alternatives where the buyer will
establish a set of criteria in the evaluation process; this criterion differs
from buyer to buyer depending on demographic and psychological
variables as well as their purchasing power.

4. The fourth step is purchase decision which is a result of evaluation
process and the choice among available alternatives to choose the
appropriate item that satisfies buyer’s needs and desires.

5. The fifth stage is when buyers compare purchased products with their

previous expectations and are either satisfied or dissatisfied.

2.3 Review of Empirical Studies

Mahmud et al. (2014) examined the impact of promotional mix elements on
consumers purchasing decisions in Amman, Jordan on Jordanian shareholders
ceramic and glass Production Company. Advertising, personal selling, and
sales promotion practiced by Jordanian shareholding ceramic and glass
production companies has significant effect on consumers purchasing decision.
They also argued that publicity and public relations have no significant effects
on consumers purchasing decision. According to Jakstiene et al. (2008)
advertisements shape the behavior of the people through cognition, which is the
perception of a person towards the information communicated through
advertisements. Hamadan (2015) argues that promotion can be a powerful

derives to persuade consumers and lead into increase of sales.
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Ajan (2015) also conducted a research on effects of sales promotion on
consumer purchasing decision of Baskin Robbins Ice —Cream Franchise,
Thailand. The research revealed that sales promotion plays a vital role in
marketing in any business nowadays. Kumar et al. (2011) also found that
advertising and sales promotion together with the image of a company influence
the consumer buying decision. On a similar endeavor, Walla (2016) studied the
relationship between publicity and public relations and demand in a non-
personal way, and found out a positive relationship. De Pelsmacker (2001)
argued that customers are personally addressed and are able to respond,
resulting in that the company may adapt an offer to the needs of the customer

based on the data that have been stored in a database from the transactions.

Isaac (2015) examined the influence of brand image and promotion mix on
consumer purchasing decision conducted on beverage consumers in Lagos
State, Nigeria. From this study, the findings have shown that promotional mix
exert great influence on consumer buying decision thereby affirming that
promotional mix are veritable marketing communication tools for influencing
consumer buying decisions on sustainable bases. Chandon et al. (2000)
confirmed that many consumers change brands so that they could receive
greater deals that replicate and build up their smart buyer self-perception, and
these consumers are favorably promotion prone, these consumers make an

attempt to try a new product or service that have been promoted.
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2.4 Conceptual Framework and Research Hypothesis

4 )

e Advertising
e Personal Selling Consumer's Purchase

e Sales Promotion Decision

e Public Relation
e Direct Marketing

- /

Figure 1: Conceptual Framework adapted from Mahsa et al. (2015).

Based on available previous literature, the authors developed the following

five alternative hypotheses (Ha):

1. Advertising program of real estate companies is expected to have
significant effects on consumer’s purchase decision.

2. Personal selling program of real estate companies is expected to have
significant effect on consumer’s purchase decision.

3. Publicity (public relation) programs of real estate companies have not
significant effect on consumer’s purchase decision.

4. Direct marketing program of real estate companies is expected to have
significant effects on consumer’s purchase decision.

5. Sales promotion program of real estate companies is expected to have

significant effects on consumer’s purchase decision.

3. RESEARCH METHODOLOGY
3.1 Research Design and Approach
This study adopted a combination of descriptive and causal research designs as

it helps to understand the existing promotional practices of the case company
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as well as to explain the determinants of consumer’s purchase decision. A
quantitative research approach was adopted to achieve the objectives of this

study.
3.2 Sample Size and Sampling Procedure

Before determining the sample size, the population where the sample is drawn
from has to be determined. The target population of this research included real
estate house owners and other potential real estate buyers. The nature of the
target population does not allow to get specific figure which makes it infinite.
Hence, the researchers used a sample size calculator to determine sample from
infinite population. The following sample size determination formula was

adopted following Tabachnick & Fidell (2007).

N>50+8m

Where,

N = Sample size

M= number of questions available in the questionnaire.

So m= 34,

N>50+8*34=272+50=322.

To select the sample from the target, a convenience sampling technique was
used. The data for this study were generated from primary sources. It was
generated by using questionnaire from those selected real estate customers and
marketing staff. To analyze data collected from primary sources, descriptive
statistics (frequency, mean standard deviation, percentages and correlation),
and multiple linear regressions were used. Correlation was undertaken to
determine the relationship between variables. The Statistical Package for Social

Sciences (SPSS) version 20 was used to generate analysis results.
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4. RESULT AND DISCUSSION

4.1 Results from Descriptive Analysis

Descriptively, the average or mean level of consumer purchase decision was
(M=3.32, SD=0.88) on a five-point Likert Scale. This implies that, on average,
the consumer purchase decision was above average. The result from this study
showed moderate and above moderate mean values for the variables that are

presumed to affect purchase decision (Table 1).

Table 1: Descriptive Statistics of variables

Variables Mean Std. Deviation

Customer Purchase Decision 3.32 0.88
Advertising 2.85 0.73
Sales Promotion 3.32 0.88
Public Relation 291 0.61
Direct Marketing 3.10 0.67
Personal Selling 3.71 0.88

Source: Authors’ analysis result

4.2 Results from Inferential Analysis

1) Correlation Analysis

The Pearson Correlation test was used to conduct and measures the magnitude
of correlation between customer purchase decision and the five promotional
marketing elements such as advertising, public relation, personal selling, sales

promotion and direct marketing.

From the correlation result (Table 2), it can be summarized that there is
significant positive relationship between the five promotional marketing

elements such as advertising, public relation, sales promotion, personal selling,
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direct marketing, and customer’s purchase decision. All the correlation
coefficients are significant at either p<0.01 or p<0.05. This implies that increase
or decrease in the adjustment of advertising, public relation, sales promotion,
personal selling and direct marketing is associated with similar change in

customer purchase decision.

Table 2: Correlation Matrix between Purchase Decision and Promotional

Marketing Elements
Variables
PD Ad SP PR DM PS
Variables
PD 1
Ad 0.220"" 1
P=0.000
SP 0.511™  0.379"** 1
P=.000
PR 02117 0.442"™ 506" 1
P=0.001
DM 0.350™"  0.275***  .590***  .510"** 1
P=0.000
PS 0.358™" 0.077 139 4117 276" 1
P=0.000

PD = Purchase Decision; Ad =Advertising; SP = Sales Promotion; PR =
Personal Relation; DM = Direct Marketing; PS = Personal Selling

“Correlation is significant at p<0.01 level (2-tailed) and ~"Correlation is
significant at p<0.05 (2-tailed).
Source: Authors’ analysis result
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2) Multiple Linear Regression Analysis Result

The results of the correlation analysis presented earlier show only relationship
between consumer’s purchase decision and the five marketing elements and
doesn’t tell us if at all there exists a causal relationship between them.
Therefore, it is imperative to conduct a cause and effect analysis using
inferential analysis. This section presents the analysis results of multiple linear
regression model. Before presenting the analysis results, it is procedural to
check if the assumption of multiple regressions are met. The researchers
conducted diagnostic tests such as multicollinearity, autocorrelation,
homoscedasticity and normality check. The results of the diagnostic tests
revealed that the multiple linear regression model fulfilled all the assumptions.

The summary of the test results are presented below:

Table 3: Summary of Diagnostic Test Results

Assumption Result Interpretation

Multi collinearity ~ VIF for all Variables =~ Non multi collinearity
<10; Tolerance <2 Problem

Auto correlation Durbin-Watson value  The residuals are
was 1.89 uncorrelated

Homoscedasticity ~ The graph looks like  that errors are spread out

random array of dots.  consistently between the
variahleq

Normality In P-P plot, residuals Dots are much closer to the
are distributed diagonal line
normally

Source: Authors’ analysis result

Based on the model summary result the adjusted R square is 0.53, which means
that all the independent variables (i.e, the five promotional marketing elements)
jointly explained the variability in the dependent variable (customer purchase
decision) by 53%. However, that still leaves 48.5% unexplained in this

research. This means there are other additional factors that affect customer’s
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purchase decision have not been included in this research. The ANOVA result
which explains the overall model fit is also found to be very good. It is
explained in terms of the F value (F=30.693), which is statistically significant
at p<0.01 (Table 4). The ANOVA table tells us whether the overall model
results in a significantly good degree of the prediction of the outcome variable

(Field, 2009).

Table Error! No text of specified style in document.: Estimation Results of
Multiple Linear Regression

Unstandardized Standardized
Coefficient Coefficients
Std.

Variables Beta Error Beta t-test
Advertising 0.161 0.092 0.10 1.74™
Sales Promotion 0.650 0.081 0.54 8.02""
Public Relation 0.407 0.999 0.28 4117
Direct Marketing 0.060 0.086 0.05 0.69
Personal Selling 0.394 0.058 0.38 6.76""

kK sk

Adjusted R*=0.53; F=30.693

Note: Predictors: (Constant), personal selling, sales promotion, advertising,
direct marketing, public relation; Dependent Variable: Purchase Decision
Source: Authors’ analysis result

As presented in Table 4, the individual effect of the independent variables can
be explained by their respective standardized beta coefficients. Except direct
marketing, all other variables were found to have significant impact on
customer’s purchase decision. Therefore, the null hypotheses that there is no
relationship between the dependent variable (consumer’s purchase decision)
and the independent variables advertising, sales promotion, public relation, and

personal selling) are rejected. More specifically, advertising is found to be a
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significant determinant of purchase decision at p<0.05. As the advertising
variable increases by one level, consumer’s purchase decision is estimated to
increase by a factor of 0.1. In a similar way, as sales promotion increases by
one level, customer’s purchase decision increases by a factor of 0.54, which is
statistically significant at p<0.01. Public relation which is the third marketing
element is also found to be statistically significant at p<0.01, and as the variable
changes by one unit, customer’s purchase intention is found to increase by a
factor of 0.28. The last variable is personal selling which is found to be
statistically significant at p<0.01. As the value of the variable changes by one

unit, customer’s purchase decision changes by a factor of 0.38.

5. CONCLUSION AND RECOMMENDATION
The results of this study reveal that Real Estate Companies should manage the

promotional marketing elements in their effort to change their customer’s
purchase decisions. Promotional mix exert great influence on consumer buying
decision, thereby affirming that promotional mix are veritable marketing
communication tools for influencing consumer buying decisions on sustainable
bases. The study also showed that, except direct marketing, all the promotion
elements considered under this study are positively influenced the response
variable (customer purchase decision). Among the independent variables, sales
promotion possessed the highest effect on consumers buying decision, and
Company managers should give priority to this independent variable. But,
generally speaking, as long as resources are not a constraint, Real Estate
Company Managers should work on the significant correlates of purchase

decision in their endeavor to increase their sales.
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