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N O N -R E F E R R E D PAPERS

EXPLORING REAL ESTATE INVESTMENT 
TRUST (REIT) AS A HOUSING FINANCE 
OPTION IN NIGERIA.

1.0 INTRODUCTION: 
1.1 REAL ESTATE FINANCE AND ITS LOCAL SOURCES

The Real Estate delivery process entails the combination of construction resources to 
produce structures by which land-centred proprietary interests are held. One central 
ingredient in this process is finance upon which, every other requirement can be 
denominated. Walmsley (2007) posited, however, that the quantum of capital outlay 
required in real estate delivery is usually beyond the medium and low income earn-
ers in the society could afford. Therefore, various approaches had been fashioned 
to finance housing in Nigeria. The ‘modern’ approach involves sourcing from formal 
institutions including the Federal Mortgage Bank of Nigeria (FMBN) as apex author-
ity, Commercial banks, Merchant banks, specialised Development Banks, Pension 
Fund and Insurance Companies.  There are also financing options from the informal 
sector, corporate bodies and developers or contractors. However, Nubi (undated) 
catalogued lots of constraints in accessing finance from these sectors. The several 
other identified sources, notwithstanding their suitability posture, had also made 
little impact on housing finance in Nigeria till date.
By its nature, real estate development is capital intensive just as the product enjoys 
long economic life span. These two, out of the several attributes of the real estate 
investment, make the product delivery system particularly susceptible to a special-
ised form of funding; large quantity, the amortisation of which can be spread over 
a reasonably long period of time. This calls for the availability of a sustainable pool 
of funds which enjoys long term repayment while new requests continue to be ac-
cessed. One investment strategy which can fit into this requirement, while at the 
same time 
reward the investors, is the Real Estate Investment Trust (REIT) vehicle. 
Walsmley (2007) recognised REIT as a unit trust invested in real estate. It is essential-
ly, a form of property securitisation (Newell and Fife, 1995).  REITs can be publicly or 
privately held. Public REITs, however, are listed on the public stock exchange like 
shares of common stock in other companies.

As some REITs combine capital fund from many small or/and big investors for their 
operations, they provide the opportunity for a wide range of investors to participate 
in the ownership of ventures spanning a broad spectrum of portfolios (www.reits.
com). Known for being relatively liquid and transparent instruments, REITs typically 
pay regular and predictable dividends to investors and offer high yields of 4%–7%. 
This is attractive compared with equity or fixed-income instruments (www.finan-
ceasia.com ).  REITs are mostly given different country-specific names in different 
nations. Thus we could talk of J-REIT in Japan, LPT in Australia, SIIC in France, and 
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SICAFI in Belgium.  The origin dates back to the American Congress REIT Act in 1960. 
By this Act, such business trusts are exempted from federal tax on income shared to 
stockholders.  The REIT philosophy enables the retail investors to have small holdings 
in a broad-based and professionally-managed real asset market for a share of profit 
commensurate with the respective holding power.

1.2 Types of REIT
REITs come in three types; The Mortgage REITs, Equity REITs and Hybrid REITs
The Mortgage REITs   (MREITs) are essentially mortgage lenders usually with at least 
75% of their invested assets in mortgages secured by Real Estate. Equity REITs (ERE-
ITs) holds 75% of its assets in the ownership of commercial, industrial and residential 
properties. The Hybrid REITs combine both mortgage and equity characters. REITs 
are structured in one of three ways:  Traditional, UPREIT and DownREIT. A traditional 
REIT owns its assets directly rather than through an operating partnership. Tradition-
ally, REITs are not partnerships but, as in the case for other corporations, REITs use 
partnerships to engage in joint ventures. (www.InvestinREITS.com ).  REITs can 
be close- or open-ended. A close-end REIT is that which does not issue more shares 
after the initial stock offer. 

2.0 SOME INTERNATIONAL EXAMPLES
US REITs 
In the US, to conform to American Internal Revenue Code and qualify as a REIT, the 
organisation is expected, among other things to: 
be a corporation, business trust, or association
have a board of directors or trustees
must have at least 100 shareholders, with not more than 50% of the shares held by 
five or fewer persons 
must derive at least 75% of its gross income from real estate. This would include 
rents, mortgage interest, gains from selling Real Estate and dividends from investing 
in other REITs.  
not be involved in short-term property holdings that are sold for quick profits 
share at least 95% of its annual income to shareholders

The US REIT must derive at least 75% of its gross income from real estate and at least 
90% of the gross income from the combination of real estate and its securities port-
folio. The REIT, additionally, may not hold more than 10% of the outstanding voting 
securities of any one issuer. Furthermore, not more than 5% of its total assets may 
consist of the securities of any one issuer, unless that issuer is another REIT. 

The US REIT was also precluded by tax rules from obtaining more than 30% of its 
income from the sum total of securities held for less than one year. This constitutes 
a further limitation, the intention of which is to restrict its ability to compete with 
developers and brokers (who are taxable) by building/acquiring properties for sale 
or/and engaging heavily in securities trading. (Campbell & Sirmans, 2002).

In addition to these general rules, US REITs are encased in structure, financing and 
operation to reduce ‘unfair’ competition with taxable organisations.
Most of US REITs are public organisations majority of which are listed on the NY Stock 

Exchange. The most fundamental distinction for US REITs is that between Equity and 
Mortgage REITs. While Mortgage REITs originate and/or hold mortgages, Equity REITs 
invest directly in properties. The equity REITs, by current (early 21st century) esti-
mate, outnumber mortgage REITs in the membership of National Association of REITs 
(NAREIT) in US (Campbell & Sirmans, 2002)

AUSTRALIAN REITs
Australia REITs were known as Listed Property Trusts (LPTs). This came in two forms; 
the pure real estate portfolio investments and ‘staple securities’. The ‘staple secu-
rities’ usually tie up direct property investments with that in a fund manager and/
or a property development company (www.overseaspropertymall.com). This, 
according to the source, was an attempt to overcome the country’s relative shortage 
of potential real estate investments by diluting the pure real estate LPTs portfolios. 
The  REITs listed on the exchange were classified as Listed Property Trusts (LPTs)  
while the private ones were known as Unlisted Property Trusts. However, these have 
since (March 2008) been collectively renamed Australian REITs (A-REITs) to conform 
to worldwide identification format.

2.3 UK-REITs
The fear of US REITs’ cross-border operations in the ongoing global setting was one 
of the reasons which geared up the establishment of REITs especially in UK.  Hamson 
(2001) reiterated how UK property company culture came under criticism, among 
other things, for losing ground to US companies in particular.  The introduction of 
REIT to Europe was also earlier limited to two countries: Belgium and The Nether-
lands before recent developments in other parts (Campbell and Sirmans, 2002). 
A new UK REIT tax regime was introduced by the Finance Act 2006 (Nathanson, 
2006).  This was the result of twenty years lobbying of the Legislature by the UK real 
estate industry (kpmg.co.uk/industries/cm). January 1, 2007 marked the formal take-
off of REITs in UK. Thus on Tuesday the 2nd day of January, the transformation of ex-
isting property Investment Company was championed by nine listed British compa-
nies namely Land Securities, British Land, Hammerson, Liberty International, Brixton, 
Great Portland Estates, Primary Health Properties, and Workspace & Slough Estates 
(www.telegraph.co.uk/money).  It was provided that a REIT would distribute at 
least 90% of its property rental business profit in each accounting period. Apart from 
this, there was a provision for entry charge of 2% of the gross market value of the 
properties involved in the property rental business at the beginning of the first ac-
counting period for which the company becomes a REIT. Furthermore, while enjoying 
corporate tax advantage on its ring-fenced assets, a REIT will be required to withhold 
tax at the basic rate of 22% from distributions to shareholders paid out of profits 
which have benefited from a tax exemption. 
According to the KPMG group, a UK REIT may be subjected to tax charges without the 
loss of REIT status, if it breaches an interest cover test (a limit on the ratio of profits 
to interest of 1.25) or has investors with substantial shareholdings  (of 10%  or more)
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2.4 GERMAN REITs
REITs did not start early in Germany for the reason of lack of facilitating legislation as 
in many parts of Europe. German investors, on the alternative, had been investing 
in open real estate finances which were not operated as stocks (www.reits.com). 
The law setting up German REITs (G-REITs) was enacted 1 June, 2007, and made 
retroactive to 1 January, 2007. The introduction, as in UK, was sequel to the fear 
of losing investment capital to other countries. Nonetheless, there still was political 
resistance to these plans, especially by the Social Democratic Party (‘SPD’). (www.
edinformatics.com/investor_education/reits.htm) . The legal details seem to 
adopt much of UK-REITs regulations (taxation, public listing, etc.). 
According to Hughes (2005), an analysis prepared by Germany’s Centre for European 
Economic Research (ZEW) and the European Business School (EBS) estimated that 
$140 billion of corporate and $130 billion of unleveraged residential real estate could 
be spun off into REITs.
2.5 REIT in Canada     
The Limited Partnerships as well as open-ended and close-ended mutual funds were 
thriving in Canada by the time REITs were already booming in US. The first Canadi-
an REIT was listed on the Toronto Stock Exchange in 1993 (Deloitte, 2004).  Subse-
quently, many REIT companies have been listed just as some mergers have taken 
place.  In Canada, investors allowed REITs to operate more like traditional real estate 
companies by a process of local adaptation in which many of the imposed restric-
tions were loosened. The Canadian REITs market was considered matured and devel-
oped so much that unit holders show willingness to accept variations from the ‘rigid 
standards’ established  at the beginning of its operations (Deloitte, 2004). The strict 
disclosure rule is adopted in Canada. They are required to disclose in their financial 
statements, the net income per unit of investments. 

REITs are also known to have been embraced, though at various levels and dimen-
sions, in many other societies of the world economy including Hong Kong, India, 
Japan, Malaysia, Singapore, South Korea, and Taiwan. In many instances, however, 
the institutionalisation of REITs sprang as a response to the control of home real 
estate market by foreign concerns especially the US. Similarly certain more liberal 
regulations quite at variance with the original ‘strict’ US benchmark were specified. 

3.0 BENEFITS OF REITs 
In general, the advantages inherent in the operations of REITs can be summarised as 
including the following:-
3.1 The tax shelter it o� ers.
No corporate taxes are expected to be paid as long as up to 95% of profits are distrib-
uted as dividend to investors.  Taxation occurs only at shareholder level in the form of 
income tax. This translates to having more profits to distribute to shareholders. Each 
dividend distribution (per share) is referred to as Property Income Distribution (PID) 
(www.telegraph.co.uk/money).
3.2 Por� olio diversifi atio
REIT shareholders have ownership at least in part, in a portfolio of Real Estate equi-
ties. Whereas an investor in Real estate syndicate has his fund put on one property 

or the other, the REIT investor has his (however small), spread over many properties 
which may include office buildings, apartments, shopping centres, and industrial fa-
cilities. 

3.3 Liquidity in real estate
While a regular investor in Real Estate cannot sell part of his holding, REIT’s shares 
are tradeable in major exchanges making room for part-ownerships and instant li-
quidity of investment 
3.4 Professional management. 
REITs enjoy professional management. The management combines professional real 
estate skills with financial and business expertise. The investors therefore do not 
need to posses specialist knowledge in its operations to enjoy an opportunity for 
high level investment performance.  
3.5 A vehicle for privatis tio .
REIT was perceived as a tool for privatising the ownership of real estate. Campbell 
and Sirmans (2002) identified REITs as an appropriate vehicle for the privatising of 
large quantities of rental housing which were held in the hands of government and 
government non-real estate corporations in countries like Germany, Finland and 
Sweden. 

4.0 APPLICABILITY IN NIGERIA 
Researchers including Nubi (2007) attested to the state of housing finance in Nigeria 
as distraught. Even the provisions of the National Housing Fund (1992) for the fund-
ing of the mortgage system were scuttled partly by administrative bottlenecks and lo-
gistics. Sanusi (2003) cited that while fund mobilisation as at September 2000 was in 
the order of N5.8 billion from about 1.8 million contributors, a meagre sum of N375 
million, was disbursed to 631 contributors through 20 Primary Mortgage Institutions 
because of the bureaucracy of documentation and the likes.   

REIT could possibly complement the available provisions for real estate finance. Even 
then, the sectors with seemingly idle pools of fund (insurance and pension funds in-
clusive) are not empowered to ‘over-invest’ in real estate for many reasons including 
the sensitivity of their funds and the cautions not unrelated to sector risks. While 
Pension Funds, for instance are  not empowered to engage in Corporate Debt Se-
curities (including, but not limited to REITs & Mortgage Backed Securities) beyond 
30% mark, their current assets structure  shows an investment of about N469 million 
representing 0.48% (measured  against the recommended 30%) in this sector (Pen-
Com, 2008). This source however, projected that given a growth rate of 20%, Pension 
Funds are capable of providing a significant portion of the required mortgage financ-
ing required by 2020.

The non-banking sub-sector of the formal housing finance market in Nigeria com-
prises a wide range of security-market arrangements including the Security and 
Exchange Commission; The Stock Exchange; and the Discount Houses.  The REITs 
phenomenon, being a securitisation issue, depends on the proper functioning of this 
sub-sector among other things. 
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4.1  Some Germane Considerations 
In consideration of policy implications of structural options in the bedevilment of RE-
ITs in Europe, Campbell and Sirmans (2002) examined certain issues. Some of these, 
which are also relevant in the institutionalisation REITs or REIT-like vehicles in Nigeria 
include: 
4.1.1 Restriction on concentration of ownership
What should be the guidelines for determination of minimum membership num-
ber? If REITs are created with the purpose of spreading participation, small groups of 
economically or politically powerful people should be precluded from wholly own-
ing REIT organisations. The US situation prescribed a membership of not less than 
100, the largest five of which must not control as much as 50% of holdings. This is 
commonly called the “5-50” rule thereby effectively limiting the average maximum 
participation of any REIT investor to about 9% or less. Bearing in mind the Nigerian 
situation in which most sectors of the polity had suffered varying grades of highjack 
by a few persons, should this “5-50” rule be considered okay, expanded or tightened?
4.1.2 The case of institutional investors
Should institutional investors (e.g. pension funds, mutual funds organisations, etc) 
be subjected also to this “5-50” rule or be allowed to hold large stakes? It would be 
recalled that REITs are essential vehicles designed primarily to allow small investors 
to co-own investments in diversified real estate portfolios rather than the already 
large institutions which ordinarily can invest directly in real estate.
4.1.3  The percentage of earnings required to be paid out
The US REIT arrangement required payment of at least 90% of earnings as dividend. 
However, it has been found that they paid well over 100%, the excess resulting from 
difference between real and book value of investments as earlier explained. REITs in 
The Netherlands and Belgium were required to pay 95% and 80% respectively. Bear-
ing in the Nigerian socio-economic environment, what percentage payment would 
be appropriate and what criteria would dictate this?
4.1.4 The issue of leverage    
There exists a possibility that REITs may carry large quantities of debt in the bid to 
achieve growth in earnings especially during times of expansion. However, Camp-
bell et al. (2001) claimed that this can result in early liquidation. Evidences, they 
claimed,  abound to support that over leverage may be an important factor causing 
REIT mergers or REIT liquidation. Bearing in mind the collapse of Nigerian primary 
mortgage institutions in the 1990s and the extent of leverage involved in operations 
then, what margin of leverage is likely to be allowed in Nigerian REITs market?  In 
Belgium, claimed Fickes (2001), a ceiling of 50% debt-to-assets ratio was allowed.

4.1.5 Information disclosure order
The need is strong for transparency in this regard. In Nigeria where the implemen-
tation of the ‘Freedom of Information’ law obtains mainly in theory, what special 
disclosure requirements would be necessary to ensure that the REITs system is not 
abused? 
4.2 The Nigerian Stock Market Situatio
Notwithstanding the several rebuttals of the effect of the world global meltdown on 
the Nigeria sub-market, prices of stock had been noticed as dwindling since early 
August 2008 before the big crash which followed.  The Nigerian stock market had, 

however, been plagued with series of problems. The case of inappropriate pricing, 
price fixing and share manipulation had been witnessed in Nigerian stock trading on 
shares of oil and gas companies, banks and so on.  Problems of round-tripping too 
had been monumental just as private placement and public offers suffer delays in 
issuance of Certificates and money returned cases (Odunlami & Mukwuzi,  2008). 
These and other peculiarities of he Stock Exchange were compounded by the con-
troversy regarding margin trading. This entails the operations of some brokers, fund 
managers and hedge fund operators taking bank loans to buy shares for resale to 
make quick profits (Okiti, 2009). The market swings at the Nigerian Stock Exchange 
for some randomly selected companies on particular dates (as depicting investors’ 
reactions) can be captured in the Table 1 below. It shows the plunge in the stock 
market even before the official entry of the global meltdown and the situation there-
after. It further traces the development to 2009 and compares these with the current 
(2016) situation. 
Table 1: Trends in Nigerian Stock Market 
 

Some selected companies 

Share as at  Dec. 7, 
2007 

Share as at  Aug.  19,  
2008 

Share as at April 17, 
2009 

Share as
at July 1, 2013

Share prices as
at M

arch 30, 2016 

(i)  Agriculture
Livestock feeds plc 3.24

3.80

1.10

5.11

1.12

Okitipupa Oil Palm plc 2.35

7.35

6.53

N
A

N
A

(ii)  Banking
Diamond Bank 16.98 12.00 4.38 6.10 1.30
Skye bank plc 29.50 19.63 6.00 4.70 0.99

(iii)  Building materials
Ashakacem plc 50.50 29.95 8.50 NA 24.00
Benue Cement plc 49.15 46.00 21.00 NA NA

(iv)  Conglomerates
A.G.Leventis Nig plc. 4.46 9.88 6.79 1.53 NA
UAC N plc. 45.02 40.00 30.50 54.12 20.48

(v)  Mortgages
Union Homes Savings & Loans 6.90 5.51 1.54 NA 4.50
Aso Savings and Loans 2.21 0.90 0.50 NA

(vi)   Real Estate
UACN Property Devt. 20.95 25.18 18.16 14.81 4.61

(vii) REITs
Skye Shelter Fund plc 116.85 105.46 NA
UPDC REIT 10.00 NA
Union Homes REIT 51.50 45.22

Source: Compiled from Business Day Vol 6, No 246 (December 10 
2007), Vol. 7 No. 423 (August 20, 2008), Vol. 7 No 596 (April 20, 2009), Vol. 11, No 129 
(July 1, 2013), Vol. 14 No 64 (May 30, 2016).  www.businessday online.com.  NA stands for 
Not Available 



 288 289 The 16th AfRES ANNUAL CONFERENCE 2016  The 16th AfRES ANNUAL CONFERENCE 2016

The figures quoted above are in Nigerian Naira. Generally, with the exception of 
some companies at the conglomerates and agriculture groups, stock prices which 
plummeted about mid-August 2008 had further fallen by April 2009. Variegated im-
provement and depressions were recorded in 2013 just as the figures fell further in 
2016. Generally, this shows quite a long stretch of capital and income loss with heavy 
casualties recorded within the Nigerian economy. This scenario does not present an 
encouraging pedestal for thriving stock-oriented investments like REITs for now. 

5.0 CONCLUSION & RECOMMENDATIONS
5.1 CONCLUSION
Finance is the nub of housing delivery. Both the traditional and the modern modes 
of housing finance in Nigeria are prone to the respective sector inadequacies. While 
research works may highlight housing procurement factors from various research-
ers’ perspectives, a close look shows that the central issue can be denominated on 
finance. The inadequacies of the current domestic methods of housing financing, 
which highlights the extent of housing poverty in Nigeria, deserves a paradigm shift 
especially in the direction of REIT. Examples from the international community exhib-
it the need for, and the viability of REIT.   

As the REIT market is a new one in Nigeria, the level of its awareness is low. Again, 
some questions arise in these considerations in Nigeria. For instance, is the focus of 
REIT specifically on boosting housing delivery or enhancing investors’ return? Fur-
thermore, does it really release much money into housing delivery in the face of its 
provision for little plough-backs?  An attempt to plough back substantial portion of 
the profit may result in low dividends. The misinterpretation of this as a fall in earn-
ings or/and cash flow can send out distress signals. 
The need to broaden the investment profile may lead to lowered profitability which 
could result in panic from investors comparing earnings therefrom with similar in-
vestments. The response to these, among several other considerations, would make 
or mar the operation of REITs in Nigeria. It is not advisable that the foreign struc-
ture REITs be imported wholesale; rather a home–grown REIT or Nigerian adaptation 
would be preferable for success to be achieved without having to relive the night-
mare in the form of the erstwhile massive collapse of mortgage institutions in the 
1990s.

5.2 RECOMMENDATIONS
While there are various types of REITs as well as structures thereof, efforts at learning 
by Nigeria from the other lands in a globalising world, should take the respective 
local peculiarities into consideration. The requisite infrastructures needed for REIT to 
survive have to be put in place and nurtured in Nigeria.  The stock exchange, in this 
respect, deserves shoring up, and injection of transparency
A REIT regulatory institution is desirable in Nigeria. This would address the frame-
work necessary for its operations, the accompanying tax provisions/reforms as well 
as the several other posers raised in this study. The ownership structure, for instance, 
deserves a clarification especially along the “5-50” rule. Additionally, the operations 
of REITs have to be specifically defined and supervised to steer them clear of short-
cuts (like commodity trading and related activities), which ruined the mortgage ar-

rangements in the 1990s.
Furthermore, specific structural adjustments are required to prevent fraud (espe-
cially 
as REITs do not pay corporate tax) and in the pursuit of transparency and strict dis-
closure. 

In most research works on REITS, the focus had been on that of investment viability 
and not strictly on release of funds for housing delivery. Further research works are 
essential to be channelled in the direction of housing delivery while not totally rele-
gating viability issues. Further studies are also needed on modalities for home-grown 
REITs taking account of the peculiarities of Nigerian investment environment. 
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ABSTRACT:Scarcity of information on office transaction opportunities contributes to 
office markets being illiquid. Asset and vendor identity is problematic since informa-
tion is privately held and highly localised in geographically dispersed markets. DiMag-
gio and Louch (1998) and Rangan, (2000) demonstrate how social networks resolve 
market uncertainty where conversional mechanisms which rely on publicly available 
information are not practical. The research question is how social networks are used 
to resolve uncertainty in commercial office sales markets. 

Methodology: The paper adopted an exploratory research approach. Data was col-
lected through in-depth face-to-face interviews with opportunistically sampled com-
mercial real estate brokers in Johannesburg, South Africa. Data was organised using 
NVivo (1999) ® and employed constructivist theoretical thematic analysis.
Findings: Social networks seem relevant in high-value office sales transactions involv-
ing sophisticated clients. Brokers use social networks to access private information 
on clients’ acquisition and disposal criteria, manage information on transaction ac-
tivity as per clients’ interests, pool potential buyers, channel business opportunities, 
and build relations and trust. Transaction are likely to be publicly marketed when 
they involve unsophisticated clients or unknown buyers.

Research limitations: There is descriptive validity threat relating to factual validity of 
respondents’ accounts. There are also interpretive validity threats on accuracy of re-
spondents’ interpretation of contexts, and researcher’s interpretation of responses. 
Introducing non-mainstream real estate concepts and using an opportunistic sample 
presents a theoretical validity threat of a plausible theoretical framework associating 
social networks to office sales transactions.
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Research implications: This paper contributes to understanding how social networks 
address information asymmetry in sales transactions where conventional mecha-
nisms are not able to cost-effectively do so.
Originality: This paper is extracted from the first author’s PhD research on liquidity in 
commercial real estate markets. Social networks have been explored in business and 
built environment, but there are no previous studies that have sought to understand 
social networks in office sales markets. 

INTRODUCTION
Social networks are argued to be necessary in economic exchange where the identity 
and quality of assets and exchange partners is problematic. Such markets are likely 
to be prone to information asymmetry risk and potential opportunism. Studies by 
Podolny (2001) and Rangan (2000), for instance, suggest that real estate transac-
tions fit the description of economic exchange that warrant the intervention of social 
networks to address uncertainty. This paper explores the role of social relation in 
commercial office sales transactions in Johannesburg, South Africa - an emerging 
market with an active office market. The paper is organised in four sections which are 
understanding social networks, methodology, findings and conclusions.

NATURE OF SOCIAL NETWORKS
In simple terms, networks are connected systems of flow. A network comprises 
nodes – a set of actors - and ties that directly or indirectly connect them. The pattern 
of ties and positions that nodes occupy generates a particular structure (Borgatti and 
Halgin, 2011). Networks of human interaction, which are the concern of this paper, 
are resources that provide access to diverse and instrumentally useful information, 
as well as means by which actors gain access to potentially influential [members] 
(Campbell et al., 1986). They are guided by principles on information exchange, re-
sponsibilities and outcomes between members (Chinowsky et al., 2008). Networks 
have been regarded by economic sociologists and organisational scholars as the 
‘[bridging ties] of the market’ through which market information about exchange 
opportunities, and transaction of goods and services flow between actors (Podolny, 
2001). The basic social network components are resource direction, information con-
tent and strength of ties (Haythornthwaite, 1996). Ties not only convey resources but 
their presence or absence also provide information cues to make inferences about 
the quality of actors and ease with which information flows between them. Social 
ties are believed to reduce pre-transaction information asymmetry, and discourage 
post-transaction opportunism by imposing social obligations and effective sanctions 
on the seller (Baker and Faulkner, 2004). Borgatti et al. (2009) state that exchange 
partners in a social networks become homogeneous as a result of experiencing and 
adapting to similar conditions.
Social networks are patterns of social relations and interactions between individuals 
or organisations referred to as social actors (Borgatti et al., 2009, Haythornthwaite, 
1996, Marin and Wellman, 2011). BarNir and Smith (2002) describe social networks 
as relations and contacts that provide means for identifying opportunities, obtaining 
access to, or facilitating utilisation of resources or emotional support. Borgatti and 
Halgin (2011) maintain that nnetwork structure and positions are associated with 

choices that shape group behaviour or performance.
Plickert et al. (2007) identify three fundamental types of social network which pro-
vide a general description sufficient for delineating this study. These are emotional 
networks such as religious, and support groups, companionship networks of peers, 
or social media, and economic networks that involve information and/or material 
exchange. The rest of the discussion in this paper refers to social networks for eco-
nomic exchange. Granovetter (1985) argues that [economic] actors do not behave 
in isolation of a social context nor do they strictly adhere to prescribed interaction 
of social categories they occupy, but their purposeful actions are embedded in the 
system of social relations. DiMaggio and Louch (1998) also maintain that the social 
organisation of consumer markets has been largely ignored.

SOCIAL NETWORK COMPONENTS
Davern (1997) identifies the fundamental components of social networks as struc-
ture, resource, and normative components. Structure components are geometric 
patterns which show configuration and connectedness, as well as position of iden-
tical roles between social actors (Reagans and McEvily, 2003, Borgatti and Halgin, 
2011). Structural components indicate routes of resource flow, actors with inter-
mediary roles, and actors who occupy information roles yet to be identified (Hay-
thornthwaite, 1996). Some patterns of network structure as shown in Figure 1 be-
low are wheel networks which are centralised, chain networks which are linear, and 
closed circle networks which are decentralised (Borgatti et al., 2009).
Figure 1: Types of Network Structures

Source: adopted from Borgatti et al. (2009)
Resource components identify an actor’s access (range), position (prominence) and 
resource control (leverage) in a network (Haythornthwaite, 1996). Prominence de-
scribes the influence a social actor exerts in a network, that is, whether one has 
dissemination and filtering role or is an isolate on the receive-only end (Adamic and 
Adar, 2005). Range shows the scope of resources at an actor’s disposal to access oth-
er network resources. Leverage is the ‘betweenness’ of an actor who plays a signifi-
cant information role to the network by filling untapped information intermediation 
opportunities. An actor may not have many ties but can have control over critical 
information access and dissemination (Otte and Rousseau, 2002). 
Normative components are norms, regulatory rules and tacit sanctions, such as rec-
iprocity and trust, which govern the behaviour of actors within a network (Bonchi et 
al., 2011, Mizruchi, 1994). Trust enables ‘efficient’ functioning of the market without 
significant scrutiny of network members, and where it is not strong, there can be a 
high transaction cost. 
Social network, in short, illustrate how information is shared (Rosa and Spanjol, 
2005), that is, pattern of connections (ties) through which information flows, control 
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of information flow and regulation of behaviour. The importance of social networks 
lies in their relevance to influencing information exchange, actor credibility and net-
work governance. 

CLASSIFICATION OF SOCIAL NETWORK FUNCTIONS
Borgatti and Halgin (2011) provide a useful framework for understanding network 
functions. They identify network functions by the way network models and research 
tradition shape output. Network models are either flow-based regarding ties as 
channels such as Podolny (2001), or coordination-based viewing ties as bonds like 
Burt (1992). Research traditions mentioned are social capital which relates to per-
formance, and social homogeneity emphasising choices. The ensuing classifications 
of social network functions are capitalisation, contagions, cooperation, and conver-
gence as illustrated in Figure 2 below
Figure 2: Classification of social network functions

Source: Adapted from Borgatti and Halgin (2011)
Social capital research tradition explores how network resource flow, or coordination 
relates to group or individual performance and rewards. Coleman (1988) describes 
social capital as a kind of resource with elements of social structures that facilitate 
certain actions making it possible to achieve certain ends that in its absence would 
not be possible. Capitalisation represents achievement through flow-based networks 
where position in a network provides access to resources. Cooperation facilitates 
bond-based achievement where the combination of actors results into units that ex-
clude others and exploit divisions among them.
Social homogeneity research tradition aims at how network resource flow, or coordi-
nation influences conformity in choices of behaviour traits, attitudes, beliefs or inter-
nal structural characteristics. Social homogeneity relates to group identity. It refers to 
the extent to which individual preferences among group members tend to be similar 
(Gehrlein, 1987, Simon and Pettigrew, 1990). Contagion is a flow-based explanation 
of choices when actors influence each other in diffusing or adopting traits. Conver-
gence is a bond-based explanation of similarity of choices resulting from actors with 
similar structural environment adapting to their environment.
When Networks Matter
Granovetter (1985) and BarNir and Smith (2002) argue that economic activity cannot 
be analysed without considering the social context in which it is embedded. Economic 
institutions are socially construed and are affected by the characteristics and motives 

of those that construe and run them. Social interaction in an economic institution is 
fundamental to achieving its goals. Bonchi et al. (2011) demonstrate increasing busi-
ness application of social network analysis in operating, and management processes. 
While there seems to be a convincing case of the role of social relations in economic 
action, the question that arises is whether it is necessary for all transactions. 

Baker and Faulkner (2004) maintain that social networks are likely to be used in eco-
nomic transactions that involve high risk and uncertainty. Risk in economic action 
as described by DiMaggio and Louch (1998) is the likelihood of an inferior exchange 
transaction outcome arising from information asymmetry, and potential opportunis-
tic behaviour. Uncertainty arises when a trader anticipates a counterparty to be with-
holding important information regarding the market for the goods or service from 
the other (Yinger, 1981). Uncertainty depends on asset specificity, that is, whether 
specialised investments are required to produce measurable service. 
Relating to real estate transaction, asset specificity can be understood as how prox-
imity of interacting actors, complexity of system of interaction, and sophistication 
of interacting human capital influence information flow on exchange opportunities. 
Specialised investment relates to creating techniques of acquiring localised market 
information that is not easily transferable between markets or actors. DiMaggio and 
Louch (1998) finding of different levels of broker usage in high value but low volume 
consumer transaction such as real estate tending to require brokers with special-
ised knowledge compared to high volume and low value transactions like car sales 
involves human specificity. Asset specificity generates bilateral dependency, and op-
portunism among actors (Menard, 1996). Baker and Faulkner (2004) argue that these 
risks and uncertainties in economic action described by Yinger (1981) and DiMaggio 
and Louch (1998) can be reduced using nonmarket relations through social networks. 
DiMaggio and Louch (1998) and Rangan (2000) maintain that the significance of so-
cial networks in explaining economic action and outcomes lies in spheres of eco-
nomic activity where the establishing the identity and quality of potential exchange 
partners are important but problematic. Podolny (2001) identifies two types of infor-
mation sets that tends to be sought in an exchange transaction, namely, information 
a vendor needs to ascertain the marketability of the asset (see also Yinger, 1981), 
and information the purchaser requires to be sure of the utility of the asset. Infor-
mation on transaction volumes, margins and spatial distribution of market activity 
is privately and disproportionately held among buyers, sellers and brokers, hence 
exchange opportunities are not responded to with the same speed (Genesove and 
Han, 2012). Potential buyers are cautious about the quality of goods or services, and 
vendor’s future performance (Kollock, 1994), as well as potential of downside effect 
of the transaction being large and costly to reverse (Rangan, 2000). Social networks 
matter in such markets, where information on the identity and quality of products, 
and potential transaction partners is problematic.
Uncertainty over transaction quality is critical in service transactions like legal advi-
sory and real estate brokerage. Service relationships often involve significant human 
specificity – expertise and relations - which is not easily replaceable without signifi-
cant costs (DiMaggio and Louch, 1998). In such markets, social networks are crucial 
to dealing with uncertainty. Röper et al. (2009) for instance finds that the tendency 
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of buyers to seek more detailed information through a diverse social networks than 
renters is influenced by the potential cost of making a bad transaction decision.
Cultivating social relations in economic exchange
BarNir and Smith (2002) show how social networks can be used to enhance vendor 
identity through four network properties they identify as propensity to network, net-
work scope, tie strength and network prestige. They explore how membership to 
high status networks indicates subscription to good governance mechanisms hence 
enhances credibility. One of the key findings is that executives with strong ties to 
friends, colleagues or business professionals appeared to have exceptional advan-
tage that facilitated lucrative partnerships. They also find alliances to be negatively 
associated with network scope. Alliances involved not only sharing resources but 
also information risk that information could be accessed by some actors before they 
are supposed to. The overall finding was that quality of network partnership was 
more important than quantity. Battilana (2006) finds similar associations on individ-
ual and organisational status. 

Baker and Faulkner (2004) demonstrate how combining social and asocial delibera-
tion reduces risk of capital loss. Their study aims at understanding conditions under 
which non-market relations link consumers to engage in transactions by examining 
how social networks influenced investors’ exposure to opportunism. They identify 
search embeddedness and within-network types of social relations that influence 
consumer transactions. In search embeddedness, consumers rely on social relations 
to identify and access the reliability of potential exchange partners with whom they 
do not have direct or close social ties. They create social relations to reduce infor-
mation asymmetry about the product or service to be exchanged, the identity of the 
potential exchange partner, and prior performance. Within-network exchange actors 
use pre-existing social relations to select exchange partners. The expectation is that 
consumers are likely to rely on social relations when they transact in assets that rare-
ly transact, and less standardised. They find investors that relied on non-personal 
sources of information had the highest risk of capital loss (79%) while investors that 
used social ties and conducted due diligence were least exposed to capital loss (14%). 
Real Estate market characteristics and Social Networks

Yinger (1981) states that real estate brokers are uncertain about the market size a 
listing would attract in a given period, and finding matching buyers because of the 
many distinguishing attributes of assets and potential buyers. Difficulties of ascer-
taining asset and exchange partner identity and quality, and large and costly to re-
verse downside risk of bad transactions are real estate market characteristics that 
indicate a potential role of social network to address information asymmetry and 
potential opportunistic behaviour. The ensuing research issue is how social networks 
are used to resolve uncertainty in office sales transactions. Unlike residential sales, 
commercial sales opportunities tend to have less visibility and the downside risk of a 
bad transaction is likely to be large and costly to reverse.

METHODOLOGY
The paper adopts an interpretivist research paradigm. It is assumed that human be-
ings create realities to make the world intelligible to themselves and to others. Indi-

viduals can construct meaning of a situation formed through interacting with others. 
They may work together to create a shared reality which is a subjective construction 
typically created through interaction but capable of disappearing as soon as its mem-
bers cease to sustain it as such (Morgan and Smircich, 1980). Interpretivism argues 
that the researcher needs to understand the differences between human beings in 
our roles as social agents which we interpret according to the meaning we give to 
these roles, and interpret the roles of others according to our set of meanings (Saun-
ders et al., 2009). This paper seeks establish perceptions of how market uncertainty 
in office sales transactions are resolved.

Data was collected from an opportunistic sample of eight commercial real estate 
brokers in Johannesburg, South Africa through face-to-face interviews. Interview 
questions were semi-structured and contextual to encourage in-depth descriptions 
of how brokers went about interacting with clients in commercial office sales trans-
actions. responses were digitally captured, manually transcribed, and electronically 
organised using NVivo 11® by the researcher. The unit of analysis was the firm, and 
brokers involved in commercial office sales transactions were the units of investiga-
tions. Research ethics were observed to ensure non-vulnerability, anonymity, rights 
to privacy, informed consent, and beneficial research output.

Themes were identified through a three-stage coding process of open, axial and 
selective coding. Constructive theoretical thematic analysis (CoTTA) was developed 
by the researcher from Braun and Clarke (2006) to analysis the emerging themes 
for patterns in how brokers used social networks in commercial office sales transac-
tions. Thematic analysis is a method of identifying, analysing and reporting patterns 
within qualitative data. Theoretical thematic analysis is driven by the researcher’s 
theoretical perspective hence emerging themes are influenced by the researcher’s 
theoretical knowledge. Though it tends to be less rich in data theoretical thematic 
analysis provides detailed analysis of some aspects of data. Constructivist thematic 
analysis assumes meaning and experience are socially constructed rather than em-
bedded in individuals. Analysis seeks to theorise sociocultural context, and structural 
conditions that facilitate the individual accounts that are provided. Constructivists 
theoretical thematic analysis is for the purpose of this paper described as a method 
influenced by a researcher’s theoretical perspective to identify, analysing and report-
ing patterns of socially constructed meanings and experiences of reality.

The research is subject to descriptive validity threat relating to factual validity of 
respondents’ accounts. There are also interpretive validity threats on accuracy of re-
spondents’ interpretation of contexts, and researcher’s interpretation of responses. 
Introducing non-mainstream real estate concepts and using an opportunistic sample 
presents a theoretical validity threat of a plausible theoretical framework associating 
social networks to office sales transactions. Low-inference descriptors, participant 
feedback and pattern matching were used to address threats to validity. 

FINDINGS AND ANALYSIS
The fundamental research question for this paper is how social networks are relevant 
to commercial office sales transactions. Findings are presented under three thematic 
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areas, namely, understanding how office sales markets operate, the role of social 
networks in commercial sales transactions, and how social networks in commercial 
office sales markets are built and maintained.
Understanding how markets operates
This theme presents the perceived context under which office sales transactions take 
place. CRB-1 hints on the importance of understanding how markets operate in the 
following quote:
“when I first came to South Africa I did not understand the way that a commercial 
brokerage worked in South Africa … I have to say that the way the Johannesburg and 
South African investments generally work, I have done it the way it needs to be done 
in order to be most effective …”
The emerging sub-themes about how office real estate sales market in the study area 
operates are understanding privacy of transaction information, participation prefer-
ences, effectiveness and socio-economic nature of transactions.
Privacy of transaction information

Transaction information privacy can be described as exclusive (bond-based) access to 
information on transaction opportunities. Privacy of transaction information seemed 
to be associated with market player and asset type.  CRB-5 stated that ‘bigger proper-
ty players’ did not want the market to have information about their acquisitions and 
disposals. CRB-1 indicated that advertising was effective for end-user type of assets, 
but was not the way to disseminate information about opportunities on high-end 
real estate assets. CRB-2 reiterated the importance of aligning information availabil-
ity to market player and asset type in the following quote:

“interestingly [x] a big law firm in South Africa, their new premise is currently devel-
oped by [y]. I see now there is a big signboard on the building saying ‘Building for 
Sale’ and that is slap bang in the middle of Sandton CBD.  So it will be interesting to 
see how long it’s going to be on the market.” (CRB-2)

Privacy of transaction information was perceived to protect the interests of market 
players by accommodating the seller through “not disclosing too much of the infor-
mation around the property to the full market” when seeking purchasers (CRB-6). 
In the absence of privacy to transaction information, vendors could be exposed to 
unsolicited agency offers. The identity of a property owner can be known through 
property descriptions without the knowledge of the owner. An advertised transac-
tion opportunity reveals the identity and intention of the owner in the descriptions 
of the location, size and price. Being the nature of the business, a broker with access 
to such information could locate the property, establish the owner’s details and offer 
to sell the property (CRB-2). CRB-6 also stated that in markets where brokers sought 
mandates, exposing a transaction opportunity would certainly direct competing bro-
kers to the owner to solicit sale mandates too. 

Privacy of transaction information was believed to also avert potential asset stigma-
tisation. Institutional investors were believed to be concerned of the impact transac-
tion publicity would have on portfolios performance. They apparently believed that 
the public would perceive offloading properties to be an indication of the concerned 

institution “taking pressure”, and that could trigger unitholders taking short posi-
tions (CRB-3). An asset seen on the market for some time or introduced by multi-
ple brokers would also get a “reputation”. Potential purchaser could be concerned 
of whether there was something wrong with the property for it not to be snapped 
quickly, but instead marketed by several brokers (CRB-5). A property could also get 
“tainted” the transaction opportunity was publicised but bids fell below the expect-
ed value (CRB-8). Whereas, if sale information was withheld, the asset continued to 
produce income for distributions to unit holders (CRB-5).

PARTICIPATION PREFERENCES
Participation preference is a choice aligned to investor values on how to participate 
in transaction opportunities. Market players tend to be identified by investment pref-
erences such as core, value-adding or opportunistic styles, which are also associated 
to sophistication, and financial capacity. Small private investors and end-users are 
viewed to be unsophisticated. Institutional investors are perceived to be sophisti-
cated, and have deep market understanding. They are known to not pay more than 
market value, and believed to have a perception that unsophisticated players distort 
the market and drive prices beyond reasonable values. Hence they are unlikely to 
participate in publicised transaction opportunities. It was not that institutional inves-
tors feared competition, but they would prefer going to a bidding process of two or 
three people.  (CRB-5). CRB-2 maintained that flooding the market with information 
just made it “murky”. Consequently, institutional investors apparently preferred com-
peting amongst themselves to open competition as stressed by CRB-3 that: 
“they [institutional investors] at least [want to] know who their competitors are. … 
You cannot have a low-grade investor on this side and a high-grade investor on this 
side, competing against each other. It doesn’t work that way. A high-grade investor 
would not want to be trading on the lower-graded ‘mystic’, who may not be strong, 
who does not have a strong financial basis to conduct transactions.” (CRB-3)
It appears institutional investors sought conformity in how they participated in trans-
action opportunities. Hence, it would be important to understand how the way an 
opportunity is marketed is associated with who would participate in transaction op-
portunities. 

MARKETING EFFECTIVENESS 
Marketing effectiveness is the ability to use the least resources to achieve the de-
sired outcome. As CRB-4 stated, the natural competition created in the market was 
to identify potential buyers quicker than competing brokers and get a sale agree-
ment on the table with the seller fastest”. There has to be an effective strategy of 
information processing to beat completion. Simply distributing information to the 
market would not favour the seller who does not have ample time to conduct the 
due diligence to ascertain whether to enter into a transaction or not (CRB-2). Rather 
knowing the market and how to pair up a seller with a purchaser would 
 “circumvent going to 20 purchasers, 15 of them probably would not be able to per-
form financially, and the other five will have a good crack at it and actually have 
the money to conduct the transaction. Otherwise, [you] would be running down that 
road, and getting it the wrong way” (CRB-3). 
Effective marketing is probably the central premise of understanding how markets 
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operate. It would include identifying a geographical area of interest, knowing its 
stock, and understanding market players (CRB-1, CRB-5, CRB-7). An appropriate strat-
egy that requires less resources to pair seller to buyer is essential, as CRB-8 empha-
sises, when time to act is a constraint.
Socio-economic nature of transactions
The socio-economic nature of transaction is described as understanding the role of 
social influences in economic action as posited by (Granovetter, 2005). Commercial 
real estate markets appear to have an inextricable social and economic interaction.  
CRB-2 finds property industry to attract ‘very social’ type of people. CRB-7 maintains 
that social interaction builds that trust and relationships that enable one to get in-
formation directly from clients. Relationships matter to people and are important to 
getting a result because ideally “people buy from people” (CRB-3, CRB-4). Relations 
reflect how one handles negotiations and maintains confidentiality of information 
from clients is not distributed into the market (CRB-4). 

Given this understanding of how commercial real estate sales markets operates in 
South Africa, the next theme presented is how social networks are associated with 
transactions.

ROLE OF NETWORKS
The three sentiments below highlight how networks are necessary in certain, but not 
all sales transactions. CRB-1 as stated earlier stressed the importance of understand-
ing how to market certain types of real estate assets which appeal to particular types 
of investors. CRB-6 used internet social media, signboards, canvassing and personal 
networks to access clients but stress that with larger corporates – the blue chips – 
“marketing slightly changes … it is more network based” (CRB-6). CRB-8 claimed to 
hardly advertise prime real estate unless instructed by clients because the generally 
had readily available investors on their books. These statements indicate that net-
works were necessary for high-end and not entry-level sales transactions.
Five roles of networks in commercial sales transactions have been identified. They in-
clude accessing private information, manage information in clients’ interest, pooling 
potential buyers, channelling business opportunities, and building trust.
Accessing private information

Networks are used to access private information on both disposal and acquisition op-
portunities. The purpose of networks would be to access vendor-side and buyer-side 
private information.

Accessing vendor-side information – disposal opportunities
The purpose of accessing vendor-side information is to establish private information 
on the identity of an asset with transaction potential and its vendor. Disposal oppor-
tunities emerge when a vendor intends or decides to exit an asset. Such informa-
tion may not be known to the public. Networks facilitate access to such information 
through relations earlier than competition while the rest of the market would not 
know about it (CRB-2, CRB-6). Information can be channelled through ego-networks 
(broker’s own connections) or alter-networks (networks of broker’s connections).
Ego networks facilitate access to private information through continuous interac-

tion with vendors. Such interaction could lead to opportunities to access properties, 
detailed information, and marketing appointment through private or business func-
tions (CRB-2, CRB-3, CRB-4, CRB-6, CRB-7). 

CRB-7 highlights the rationale for business functions by stating that landlords host 
business functions strategically to expose brokers to marketing opportunities on un-
derperforming properties they would be struggling to dispose of.
Alter networks facilitate access to private information outside one’s own network 
through alters’ channels. CRB-2, for instance, uses prominence by being “an armory 
amongst [one’s] peer group” to access private information available to the network 
alters. CRB-1 networks with groups that have international franchises to accesses 
information on international clients seeking to exit [domestic] investment opportu-
nities.   

Accessing buyer-side information – acquisition opportunities
Buyer-side information is sought mainly to establish acquisition criteria. CRB-3 
stressed the importance of acknowledging that clients were unique and interested in 
different aspects of transaction opportunities. Networks provide information chan-
nels to understand what clients are looking for and know their financial and technical 
resources to conclude transactions (CRB-2). CRB-7 emphasised that through relation-
ships with potential buyers one could know who would be looking for what develop-
ments, and who to approach. CRB-1 encouraged proactive interaction with potential 
buyers to understand their investment strategies and spend time not waiting for 
properties to roll in but source properties for them. The importance of identifying 
potential buyers through understanding their acquisition criteria was demonstrated 
by CRB-5 and CRB-3 in the following passages:

“We go to great lengths to understand each buye
r’s acquisition criteria.  … Once we understand the asset, that defines who our poten-
tial list of buyers because we know what they look for” CRB-5.

 “We took on a project with some very credible landlord in a very strong area, … 
going through my most recent interactions with [potential buyers] … I’ve already in-
troduced it to two property funds because I know that they both have the ability to 
do it. On the one fund, it is strategic for them because it is right next to an existing 
property that they wish to develop. For the other one, the piece of property and the 
rights on that piece of property are so very well suited to a most recent development 
that they have done …”  CRB-3

Networks can therefore be understood to facilitate access to privately held ven-
dor-side information on asset and vendor identity. Networks also provide access to 
buyer-side private information to understand acquisition criteria in order to know 
who to approach for an available opportunity.

MANAGING INFORMATION TO SERVE CLIENT INTERESTS 
Managing the availability of information of disposal or acquisition opportunities 
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serves a number of client interests. Notable client interests established from field 
data are operation, participation and negotiation interests.
Operation interest are intentions to manage property occupants’ response to knowl-
edge of a potential disposal or acquisition decision. This could be a case where an 
end-user would prefer to restrict knowledge of information of a potential transaction 
from the work force (CRB-4). It could also be a situation where there could be a lease 
in place, and the staff of the current tenant or the current tenant are not aware of 
the risk profile that they carry to the landlord (CRB-6).
Participation interest relates to willingness to be involved with a potential transac-
tion opportunity. Bigger property players do not want the market to know their ac-
quisitions or disposals. Hence they opt to not participate in released sales lists or 
auctions (CRB-2, CRB-5). 

Negotiation interest refers to preference to maintain bargaining positions in a trans-
action by controlling how information about an opportunity is disseminated. Flood-
ing the market with information is perceived to affect negotiations in two ways. It 
could attract unsophisticated participants that drive transaction price to unreason-
ably high levels. Seasoned participants who understand markets would not be able 
to negotiate prices to near what they perceive as fair value (CRB-5).  The second 
effect of flooding the market with information would the potential negative reputa-
tion an asset could acquire that when multiple brokers present it to the same poten-
tial buyers. It could raise suspicion about the opportunity for brokers to desperately 
present it to everybody (CRB-2, CRB-3, CRB-5, CRB-8).

By managing how information is disseminated, the operations of the asset would 
continue contributing to the performance targets, while attracting interested poten-
tial clients that would retain the property’s ‘deserved’ place in the market. 
Pooling

Pooling can be described as assembling the risk set from which observations can be 
drawn. Networks contribute to ring-fencing potential buyers by understanding how 
market operates, such as privacy of information, competition preference, and how 
economic transaction are socially-embedded. Networks also indicate accessibility to 
buyer-side private information about acquisition criteria, and the nature of client 
interests with respect to participation and negotiation. With the identity of a trading 
asset known, fundamentals can be matched with conversations, to identify specific 
potential buyers for whom the asset and transaction conditions are known to meet 
their acquisition criteria. Target-pooling potential buyers known to have the criteria 
and capacity to transact on such an asset shortens the negotiation time on specific 
transaction. Respondents emphasised that it was pointless to present an opportunity 
to many clients when only a handful would have the interest or capacity to acquire 
it (CRB-2).

The three roles of social networks discussed above, namely, private information ac-
cessibility, managing private information and pooling, contribute to pre-transaction 
background information and activities. The next two roles, which are, channelling 
business opportunities, and building trust are post-transaction roles associated with 

transaction outcome, and information flow in subsequent transactions.
Channels for business opportunities

Networks can provide transaction opportunities through repeat business or referrals. 
The two channels of business opportunities that have been identified are preferen-
tial treatment over other competitors, and lucrative partnership attained through a 
position within their network and ‘excluding’ competitors. 

PREFERENTIAL TREATMENT
Preferential treatment is earned when a broker demonstrates not only from an im-
pressive track record but also having a relationship with a client. CRB-7 indicated that 
clients responded differently between brokers that successfully concluded transac-
tion with them and those with whom they did not have relationships. CRB-3 empha-
sised that preferential treatment needed to be nurtured by constantly keeping in 
touch to be on top of a client’s mind. CRB-5 also stresses that regularly contacting cli-
ents and presenting them with opportunities, even ones that may not fit their crite-
ria, was essential for a broker to be on a client’s top list. Continuous interaction with 
clients and successfully completing transactions with them within set time frames 
develops relationships that would most likely lead to further potential transactions 
(CRB-2, CRB-4, CRB-8). CRB-1 highlighted that clients expected a broker deserving 
preferential treatment to demonstrate not only an understanding of investment 
commercial property, but can also add value through a network which would pro-
vide them with opportunities and solutions in ways that other brokers would not. 
CRB-6 reiterated that establishing relationships and adding value facilitated easier 
fulfilment of mandate than would be without them. 

LUCRATIVE PARTNERSHIPS
Lucrative partnerships emerge when a client develops confidence in broker’s ability 
to serve their interests. The confidence could be based on performance coupled with 
experience, brand or individual prominence in the market or among peers. CRB-6 
attributed their flow of repeat business and referrals to years of strong relationships 
with landlords. Ability to successfully complete transactions led to referrals from sat-
isfied clients (CRB-5) or even being a preferred broker in specific areas (CRB-7).
Lucrative partnership is also attributed to brand and/or individual prominence. Cli-
ents that identified a broker playing in a particular sphere would believe that a good 
broker had access to listings, and other brokers that could bring listings. (CRB-1) indi-
cated that they were directly by clients, and other brokers with sale listings because 
of the prominence of their specialised services and brand visibility. CRB-2 alluded 
to peer networks as potential channels of lucrative partnerships through peers with 
access to inside information about imminent transaction opportunity. CRB-7 put it 
that knowing ‘right people’ in the decision making positions through building rela-
tionships outside of the office led to potential business opportunities. 
Building Trust
Trust may be described as a belief by one person that the other person will act as 
expected. In network-based commercial sales transactions, trust hinges on a bro-
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ker’s demonstration to manage clients’ interest which includes not only resources to 
handle a transaction, but also ability to manage the dissemination of information on 
the transaction. 
Trust in business relations is associated ability to manage privately accessed informa-
tion. As a broker builds relationships and earns trust, clients open-up direct access to 
information (CRB-7). The following statement from CRB-3 shows how relations and 
trust relates to access to information and ability to conclude transactions.
 “I know relationship is the first thing and it counts. Making that person feel com-
fortable with me and my skills, and trusting me and knowing that I have the better 
interest at heart … If they [clients]do not know you, it becomes very difficult to get 
any information out. You will get nothing They do not know you, you do not have 
credibility, you do not have good status, and you do not come from a strong back-
ground in terms of the company. They do not give you anything at the end of the day; 
you’ll never ever do a transaction.”  (CRB-3)
Trust developed through relationships also facilitates business flows through pref-
erential treatment or lucrative partnerships. CRB-5, for instance, who operate 
non-market business model and rely on networking make the following claim:
“We have [probably] been more successful because of our discretion. We would [sell] 
a lot of assets because [clients] know they can trust us, we are not going to go far and 
wide with this ... the reason why people do not want you to do that is if an asset has 
been around the market and everybody has seen it once or twice, [that] can destroy 
value. [It] starts to get reputation.” CRB-5
Good relationships with a landlord matter when a case has to be made for prefer-
ence over other competitors. CRB-3 claimed credit for good relations with landlords 
to their ability to introduce strong clients and conclude successful good deals with 
them. The trust created earned them favour from landlords because the quality of 
introductions assured landlords of good deals. CRB-6 indicated that they owed their 
access to information about specific opportunities before others to business rela-
tions and trustworthiness by not misrepresenting clients or market facts. 
The emerging roles of social networks in commercial office sales transactions can 
be summarised as (1) providing access to private information on vendor and asset 
identity, and potential buyer’s acquisition criteria (2) understanding client’s interest 
in information availability (3) pooling potential buyers (4) channelling business flows 
through preferential treatment and lucrative partnership, and (5) building trust to in-
fluential positions of controlling network information flow. Network position seems 
to be associated with proven competence in concluding transactions [in ways that 
serve clients’ interests] and depth of relationships with landlords, buyers and bro-
kers, in a particular location and market. Local market dominance is attributed to 
marketing and concluding successful transactions with notable market players in a 
geographical area (CRB-1, CRB-7 CRB-8). 
Having established how the operation of commercial real estate sales markets is un-
derstood, and the role of networks in such transactions, the final theme presented is 
how networks are built and maintained.
Building and maintaining network relationships
Network relationship building is described as identifying other actors with whom one 
has constituent expectation, which includes demonstration of competence and ex-
pected behaviour, over a common object. Maintaining network relationship involves 

activities that sustain mutual agreement and/or constituent expectation.
CRB-4, in the following except, outlines how networks are built and maintained:
“there are various angles that you [have to] use. You [have to] identify who you [want 
to] build a relationship with and focus on that. It does not happen overnight. You 
[have to] be there and you [have to] be consistent … people [want to] hear facts and 
figure, honesty and integrity. So that is the kind of thing you [have to] work on. You 
[have to] set goals on who you [want to] meet and over time, as long as you focus 
on that, and set goals, eventually you are able meet those people and the more you 
speak to them over a period of time and if you’re able to do a successful transaction 
with them that relationship just builds and … it is quite easy to pick up a phone and 
have a chat with that person you know or pop around for a cup of coffee … [but] if you 
[want to] approach a senior person within a fund just for a cup of coffee, I think you 
[will] struggle to get first time with that person. If you have that strategic property, 
the doors will open for you quite easily.” CRB-4
The statement highlights some fundamental aspects of network building and/or 
maintenance, which are purpose – to access opportunities - and approach – demon-
strating competence and behaviour. Three emerging approaches are canvassing, in-
teraction, and referrals.

CANVASSING
This is a networking approach used to gain knowledge of unfamiliar stock and mar-
ket players. Canvassing is a way of building [new] relations by directly or indirectly 
approaching clients to acquire market information or present transaction opportu-
nities.
Direct canvassing involves physically accessing buildings and making contact with cli-
ents to acquire information about market activity in a particular geographical area 
(CRB-5, CRB-7, CRB-1). Indirect canvassing is more like ‘virtual’ market access. Clients 
are contacted using non-personal media such as telephone calls or emails (CRB-2, 
CRB-3, CRB-6). CRB-4 highlighted that canvassing is an effective access-negotiation 
strategy when accompanied with an opportunity likely to appeal to a client. To get 
favourable response, the introduction information content needs to be concise and 
captivating even with the knowledge that it might not be for them. It simply demon-
strates that one has the desire to serve the client’s interest.

INTERACTION
Interaction can be categorised into ‘formal’ and ‘informal’ interaction. In ‘formal’ in-
teraction there is what may be described as organised event, while informal interac-
tion is a dynamic activity in a natural setting. 

FORMAL INTERACTION
Three themes of formal interaction that emerge are business interaction, as well as 
professional and business events.
Business interaction
Business interaction is described as formal one-to-one interaction to explore busi-
ness opportunities where there is an existing relationship with a client. Such inter-
action has clear business purpose. It could involve providing market information 
(CRB-2), site visits (CRB-3) or regular office meetings (CRB-8). Continuous business 



 306 307 The 16th AfRES ANNUAL CONFERENCE 2016  The 16th AfRES ANNUAL CONFERENCE 2016

interaction enables brokers overcome exclusivity barriers to access private informa-
tion on available opportunities (CRB-3, CRB-4). Business interaction provides cues 
to understanding clients’ acquisition or disposal needs, and ‘transaction leads’ or 
‘a pipeline’ (CRB-8). CRB-1 emphasised these outcomes in the following statement:
“one of my biggest clients now is somebody who 7 years ago when I started didn’t 
have an extremely big portfolio but now buys R50-60m [assets]. So I met him when 
he was buying he bought from me a [mom and pop] res1 with office rights uh build-
ing for R1.4m and we are dealing in R50-60m [assets]. His experience has grown with 
my experience; his market penetration has grown with mine. So it is just about the 
more you are in the market the more active you are starting with smaller things and 
meeting with business people the more your network grows.” (CRB-1)

PROFESSIONAL EVENTS
Professional events are functions where providers of professional services interact to 
know each other and exchange information on professional practices. The South Afri-
can Property Owners Association was cited by two respondents as a professional net-
work that brings together various players in the commercial property supply-chain. 
CRB-1 indicated that the forum did not yield ‘much’ business because of conflicts in 
business remunerations among brokers. CRB-5 indicated that most participants at 
the forum had prior business interaction, hence used it simply for informal interac-
tion.

BUSINESS EVENTS
Business events are activities organised by clients to promote opportunities and pro-
vide an environment for interaction. Business events offer opportunities to engage 
with ‘right’ role players in the market in a more relaxed environment than in time- 
and topic-constrained boardroom meetings (CRB-4, CRB-7). This is where informal 
relationships are established or strengthened which lead to potential business (CRB-
6, CRB-7). They are opportunities to know landlords and stock that is available on 
the market. Some examples of events ground-breaking functions, buildings launches, 
leasing opportunities, and office-welcoming function for new projects re-develop-
ments, or introducing market entrants (CRB-2, CRB-3). Business events are also used 
expose marketing opportunities and facilitate conversations on properties that land-
lords would have had difficulties offloading (CRB-7). Often invitations are extended 
to brokers and other clients who the host has or would like to explore relationships 
with (CRB-3, CRB-4, CRB-6, CRB-7).

INFORMAL INTERACTION
Informal interaction is described as social interaction episodes that take place in 
non-business environment. Being socially involved with clients, over and above 
demonstrating competence and integrity, provides direct access to strategic infor-
mation source and helps to circumvent formal barriers and outstrip competition.
… I’ve been in sales my whole life. I know … relationship is the first thing … and I do 
whatever I can to make sure that I become socially involved with [clients]. It has defi-
nitely helped me in my business because I can circumvent pew of tech people and go 
straight to that source which makes my deal turnaround time and succession to what 
the client wants a lot quicker, which outstrips my competition (CRB-3)

The purpose of informal interaction is to maintain channels of information. Some 
informal interaction approaches are demonstrated in the following statements:
“… personally I use golf as an opportunity to improve relationships with strategic 
people.  If there are some senior role players that enjoy a game of golf, I try to get 
them onto a golf course. You’ve an opportunity to have a bit of one-on-one time and 
often discussions are held there that you would not have access to at all.” (CRB-4)
“… taking out a person for a cup of coffee [is]... not because you have to; [It’s] be-
cause you want to get some insights over a cup of coffee or at a lunch and that 
might trigger a thought in terms of “I read about this building and my people say, this 
business that is in a bit of trouble, … I know the owner of the properties so maybe we 
could look at ... trying to structure a transaction …’ “ (CRB-2)
“we sort of [use]a bit of a tracking tool to when we last spoke to somebody. We try 
and make contact with people on special events be them birthdays or somewhere 
along those lines. and then … engage them on specific opportunities.” CRB-5
Conversations can sometimes incorporate personal information like family or per-
sonal possessions which would not be the subject in formal interaction. The ability 
to seek information outside work environment appears to be associated with the 
nature of conversation that can be borne in that given environment. CRB-2 and CRB-
3 demonstrate in the quotes below that personal information is ‘appropriate’ when 
social relations have been developed and maintained over a reasonably long period 
and essential when accessing to business information or decision is critical.
  “… I know I can phone a fair amount of landlord representatives or property manag-
ers after hours … because I have been in the game for a long time. I have networked 
properly … and if I’m in need [of] some information [as soon as possible] that means 
the difference between me doing the deal or not doing the deal, and I have to phone 
… or text them and they will come back to me, and that I have purely put down to 
getting to know the people that you are working [with] …” (CRB-2)
“… continuation of contact based on the relations … 5, 6, 7, 8 or 10 years, is an auto-
matic social relationship with that person, and when you meet those people you talk 
about private things, you know, private life before you go to business. ‘Yah how’re 
doing? How’s the [family] and then’ oh what happened with that building and every-
thing.’ … [by] understanding how corporate companies work, it is very easy to get a 
foot [in]” (CRB-3)
Referrals
Relationships are also built through referrals from clients who would have been satis-
fied with the demonstrated competence (CRB-5, CRB-6). Referral also come through 
peer networks. A peer who is aware of a potential opportunity, could give a lead, 
‘phone these guys. they might be looking …’”  CRB-2
In summary, the findings of this paper indicate that office sales transactions in Jo-
hannesburg, South Africa exhibit socio-economic exchange attributes appropriate 
for the use of social networks to address market uncertainty. However, the relevance 
of social networks as applied in the context appears to be confined to transactions 
involving institutional investors.

DISCUSSION
The attributes of social network role in economic exchange are identity, quality, and 
downside risk. Social networks are relevant in economic exchange where identity 
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and quality of assets and exchange partners are problematic, and the downside risk 
of a wrong decision is large and costly to reverse. On this basis, the findings suggest 
that social networks would be more relevant in high-end transactions than in en-
try-level sales. this position seems to be associated with the nature of market players 
that participate in transactions of such assets. High-end assets include core assets 
with long-term cash flows and low or no vacancies. Brokers indicate that such as-
sets tend to attract sophisticated institutional investors that understand the market 
very well. Institutional investors prefer that information about their acquisitions and 
disposal activities should not be in the public domain. Hence they tend not to par-
ticipate in transaction opportunities that are publicly marketed like through outdoor 
signboards or auctions. For two main reasons. Firstly, institutional investors believe 
that publicly marketed opportunities tend to close at above-market prices because 
they attract unsophisticated investors who do not fully understand markets. Second-
ly, participating in publicised opportunities is viewed to be an indication of desper-
ation to fend off market pressure, and could have downside risk on their portfolios. 
That is how they do it! Institutional investors would rather compete with a couple 
of other ‘heavy-weights’. The fundamental implications of the stance institutional 
investors have on participating in transaction opportunities is that the identity of 
assets and vendors becomes problematic. Brokers need to access information on 
acquisition and disposal criteria of institutional investors in order to know who they 
could introduce the opportunities to. This is consistent with Rangan (2000)
The broker’s performance and behaviour on a transaction opportunity influences 
their accessibility to more private information and participate in more transactions. 
brokers appear to go through a social network lifecycle. The starting point is seeking 
to reduce [pre-transaction] information asymmetry and establish market position 
through canvassing market players who they do not have prior interaction. This is 
consistent with DiMaggio and Louch (1998) search embeddedness Canvassing not 
only enhances broker knowledge of available stock but also their identity through de-
monstrable competences as registered brokers. This is consistent with capitalisation 
output – performance effect of network flows, and contagion output – conformity 
effect of network flows respectively. At this point, a broker’s network structure could 
be described as more or less a wheel network.
Table 1: Social networks lifecycle

Social capital Social homogeneity

Network fl ws
Channels
Search embedded-
ness

Capitalisation
Information asymme-
try
Structural holes

Contagion
Competence
Professional subscription

Network coordinatio
Prisms
Within-network

Collaboration
Information control
Market status

Convergence
Behaviour
Industry subscription

Sources: Borgatti and Halgin (2011), DiMaggio and Louch (1998), and Rangan (2000)
Broker behaviour is demonstrated on how clients’ interests are managed. Such com-
ments as ‘they won’t take it seriously’ or ‘that’s how it is done’ show that there are 
tacit industry norms of how transaction opportunities should be introduced to cer-
tain types of investors. Since institutional investors are concerned about the down-

side risk of public knowledge of their market activities, they are particular with how 
opportunities are marketed. Contravening this norm not only disadvantages the ven-
dor from accessing ‘deserving’ buyers but also exposes brokers to sanctions of not 
receiving preferential treatment or access lucrative partnerships. This is consistent 
with the conformity effect of network coordination. Demonstration of competence 
and compliance with industry norms earn brokers [post-transaction] trust among 
institutional investors because they know the broker would not go far and wide in 
marketing an opportunity. Information would be disseminated only to potential buy-
ers within the broker’s network that would be deemed to have acquisition criteria 
for which the opportunity is suitable. With trust comes greater social interaction and 
access to ‘exclusive’ information on acquisitions or disposals. A broker would have 
earned status in the network that vendor would trust their ability to package an op-
portunity, and potential buyers would trust the quality of an introduced opportunity. 
This is consistent with the collaboration output of performance effect of network 
coordination. At this point, potential institutional buyers in a broker’s network are 
likely to know each other, hence the broker would be in a somewhat closed network. 
The same framework can be used to understand how social relations in commercial 
sales transactions are built and maintained. Table 2 below how performance is asso-
ciated with interaction and conformity with events.
Table 2: Building and maintaining social networks

Social capital Social homogeneity
Network flows – 
vendor side

Business interac-
tion – capitalisation 
– visit clients, intro-
duce opportunities

Professional events 
– contagion – meet 
other brokers, in-
vestors

Network coordi-
nation – buyer 
side

Social interaction – 
cooperation –invite 
client for coffee/
lunch, golf, they be-
gin to talk

Business events – 
convergence –get 
invited to meet 
‘right role players’ 
in less formal envi-
ronment, build so-
cial side

Sources: Borgatti and Halgin (2011), DiMaggio and Louch (1998), Rangan, (2000) and 
field data 2015

These findings presented in this paper are consistent with social network concepts 
but extend how social networks are relevant in commercial real estate sales markets. 
the paper reveals that information privacy in commercial real estate markets is exac-
erbated by institutional market players’ perception of downside risk of information 
availability. In such a context, social networks are necessary to address information 
asymmetry, manage downside risk of information availability, and identifying poten-
tial buyers prior to transacting. Social networks are also used to avoid post-trans-
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action opportunism by enforcing tacit norms to earn trust and access to exclusive 
information. 

CONCLUSION
Social networks in economic exchange are interactions that provide access to infor-
mation resources on transaction opportunities. They are useful in tackling pre-trans-
action information asymmetry and dealing with possible post-transaction opportun-
ism by imposing tacit sanctions. Social networks are built and maintained through 
personal interaction or organised events to enhance performance and ensure con-
formity respectively. This kind of interaction is necessary when the identity and qual-
ity of the trading asset and exchange partners is problematic, and the downside risk 
of making a wrong decision is large and costly to reverse. Though literature suggests 
that real estate sales markets have characteristics that necessitate social networks, 
the paper finds that in commercial real estate sales markets, social networks are rel-
evant when transactions involve institutional investors, hence high-end assets. Since 
institutional investors are concerned about the downside risk of public knowledge 
about their market activity on asset values or portfolio performance, they prefer to 
participate in transaction opportunities that are not publicly marketed not only to 
avert negative publicity but also to purse transaction homogeneity. Consequently, 
brokers use social networks to identify available transaction opportunities, under-
stand institutional investors’ acquisition and disposal criteria, and identify poten-
tial buyers. Brokers also use social networks to demonstrate conformity with both 
professional practice and industry norms in order to demonstrate competence and 
earn trust.  consequently, brokers establish some market status which gives them 
preferential treatment and access to lucrative business partnerships. These findings 
contribute to better understanding of how office real estate sales markets operate 
particularly on how private information is accessed. 
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Abstract
This study examines the impact of religious camps developments on residential prop-
erty with reference to selected areas along Lagos/Ibadan Expressway in Nigeria with 
a view to guiding property investors on the viability of residential property devel-
opment in close proximity to religious camps. It assessed the types of residential 
property developments, rental values obtainable from such properties between the 
years 2005 -2015 and the impacts of these camps on the rental values of the resi-
dential properties. The register available at the Ogun State Branch of the Nigerian 
Institution of Estate Surveyors and Valuers were used to determine the population 
of registered firms of Estate Surveyors and Valuers practicing in Ogun State with-
in the proximity of the study area which amounts to twelve (12) in numbers. Since 
they were manageable and could be traced, they were all taken for the study upon 
which structured questionnaires were administered. Data collected were analyzed 
using descriptive statistics and regression analysis. The study revealed that most of 
the investors prefer to build tenement buildings as it provides more accommoda-
tion that can house many population; findings also showed an upward trend in the 
values of residential properties as a result of the presence of religious camps devel-
opments. The regression analysis result revealed that religious camps development 
has significant impact on residential property values as the p-value (0.004) shows 
that the presence of religious camps development in close proximity of residential 
neighbourhood influences the rental value obtainable from such residential apart-
ments. The study recommended that since religious camp sites developments brings 
about increase in property development; investors are employed to invest more and 
encourage seeking the guidance of Estate Surveyors and Valuers on the type of prop-
erty development to embark on.

Keywords:  Estate Surveyors and Valuers, Religious Camps, Rental Value, Residential 
Properties.




