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Abstract
The first substantial research into the practice of Corporate Real Estate Asset Management
(CREAM) in New Zealand was carried out by Wei Kium Teoh in 1992. Subsequently the author
has published a number of papers in this area and a variety of post graduate students at Lincoln
University have also undertaken research into CREAM via their dissertations. Several of these
research projects involved surveys of large organizations in New Zealand and included similar
questions. They were also spread in time over a period of 14 years. This led to the opportunity to
carry out a time series analysis of the development of CREAM practice in New Zealand, the
results of which are described in this paper. Findings include substantial and continuous
improvement in some aspects of CREAM practice, such as the qualifications of those responsible
for the management of corporate real estate and the development of strategic plans for these
assets. However other findings have remained remarkably stable or plateaued, for example the
percentage of organizations with a separate real estate unit, reporting levels to management and
the allocation of real estate costs.
Key Words: asset, corporate, development, real estate, management, New Zealand,
performance, property, survey, time series.

Introduction
In 1999 the author presented a paper at the International Real Estate Society Conference in
Kuala Lumpur in which a preliminary analysis of the performance and stage of development of
corporate real estate asset management in New Zealand was outlined (McDonagh 1999). That
paper represented the second substantial piece of research on this topic in New Zealand at the
time, the only prior study being that of Wei Kuim Teoh (Teoh 1992).
The 1999 paper reported the results of interviews with the management of forty seven
organisations in New Zealand with substantial real estate assets. Subsequently, a much larger
mail survey of 457 New Zealand organisations was carried out (McDonagh 2001). Then in 2005
the author and postgraduate Gary Nichols at Lincoln University, carried out a further survey of
Corporate Real Estate Asset Management practices in New Zealand (Nichols 2005). This
involved 334 organisations and focused on the link between overall corporate strategy and real
estate strategy. The results of this research are the subject of a forthcoming paper to be
presented at the European Real Estate Society Conference.
These four pieces of research represent almost all the substantive research into Corporate Real
Estate Asset Management in New Zealand and span the period from 1992 to 2005. Although the
focus of each piece of research was slightly different, there was enough commonality amongst
the questions asked for it to now be possible to analyse if there have been any discernible trends
in the performance of Corporate Real Estate Asset Management in New Zealand over this
period. It was also felt it would be particularly appropriate to present the findings at the PRRES
Conference in Kuala Lumpur nine years on from when the preliminary analysis was presented in
the same city.
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Literature Review
Property is an essential factor of production which all businesses need in order to function. It is
almost impossible to conceive of a business that does not require some sort of space in which to
operate. “Even an agent working from a mobile phone will seek free use of doorways for shelter”
(Weatherhead 1997). However, the management of real estate assets in non-investment
situations only became the focus of academic research in relativity recent times.
Zeckhauser and Sliverman introduced the topic in the early 1980’s, followed on by researchers
such as Veale, Bon, Avis, Gibson and Watts, Nourse, and Roulac in the late 1980’s. The 1990’s
saw somewhat of an explosion of interest in Corporate Real Estate Asset Management (CREAM)
as an academic discipline internationally and there are now a substantial number of individuals
and research organisations working in this field. However, this is not the case in New Zealand, no
doubt due to the size of the country and the small number of property academics.
Across this body of CREAM research a number of underlying themes have emerged. The first is
that all human activities utilise property to support these activities to some degree. For example
Nourse (1990) says “some businesses are real estate all businesses use real estate”. He goes
on to define CREAM as the study of the management of corporate real estate assets by non- real
estate companies as a complement and input to their core business.
Then D. (2000) states “the principal goal of Corporate Real Estate Asset Management is to
support the core business of the organisation is it serving”. Edwards and Ellison(2004) state:
“Property held as an operational asset serves to support the activities of the business occupying
the property. This type of property is sometimes referred to as corporate property.”
Zeckhauser and Silverman (1983) observed that most US companies treat property as an
overhead cost “like stationary and paperclips”. They also found that 25% or more of corporate
assets are in real property and 40%-50% of net operating incomes are property related operating
costs. Bruno (2002) found that amongst the Fortune 500 companies, real estate accounts for
30%-40% of total assets and 5%-10% of operating expenses.
A second theme that pervades much of the literature is that corporate property is often not
considered a strategic asset and many survey respondents reiterate “we are not in the property
business”. Teoh (1992) noted that: “Owing to the apparent tranquillity of property investment and
almost guaranteed profitability, property management has generally been assumed to be a task
not requiring any form or expertise or formal training.”
Englert J. (2001) identified property as one of the most taken for granted and under-managed
assets. He stated “real estate may have been the most under-managed business discipline in
the modern corporation. Adendorf and Nkado (1996) express a similar opinion and in a report by
Cornet Global (2005) based on a Ernst and Young survey, 52% of all organisations were still
either doing nothing, or did not know what to do regarding their property portfolios.
A 1998 Price Waterhouse- Coopers study found 79% of executives identified real estate as a
non-core and very fragmented function across business units (Bruno 2002).
Another, related theme identified by many researchers, is that a non-strategic view of corporate
real estate means many property professionals focus on the transactional nature of their work,
rather than devoting time to the strategic connection to overall business goals.
Veale (1989) observed that many organisations do not clearly and consistently evaluate the
performance of their property and treat it as an overhead cost, even though property has a large
number of unique characteristics. Most treat real estate in a reactive manner in spite of its cost
coming second to payroll at 20%-40% of business value.
Nourse and Roulac (1993) state: “Too often real estate transactions are approached from a deal
making rather than a strategic prospective. Economic issues should not be the focus at the
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expense of strategic issues, and explicit consideration of how a real estate decision should
support overall strategic issues is essential.”
Gilber, Black and Moon (2002) state: “Often corporate real estate officers and others in the
organisation make daily decisions about facility, location, building design, space layout and lease
obligations, without a plan as to how those real property holdings could contribute to the
company’s productivity and profitability”. They also found that only 16% of CEO’s in the UK view
property as a strategic resource.
Research by Danny Then (2000) found a lack of an integrating framework for considering the
impact of business trends and strategic decisions on corporate real estate assets. He noted:
“The derivation of corporate strategic choice, without integrating the real estate and operational
dimensions, clearly contributes to sub-optimal solutions in many organisations, reducing the role
of real estate facilities to one of reacting to business unit demands”.
Joroff, Louargand, Lambert and Becker (1993) suggested that organisations generally go through
a five stage model of development. The four lower levels represent transactional type activities
and only the highest level introduces strategic thinking to the process.
Sometimes a particular event is instrumental in moving real estate onto the corporate
management agenda. Gibson (1994, 1995) asserted that financial pressure has forced
organisations to place property on their agenda when they may have not had to do so in the past.
But it is a two way street, in order to be considered at board level, property needs to be able to
adequately advance its case. As Duffy (2004) suggests, corporate real estate managers need to
demonstrate to senior management the contribution that workspace can make to stimulate and
support business success.
McDonagh (2001) states “an impending lease expiry or a lack of room for expansion may
stimulate examination of workplace design or alternate work patterns, new IT etc”.
Nicols (2005) observes too may organisations treat property as a passive activity that is
considered a necessary evil of doing business. It only becomes an item on senior management
agenda when a significant activity looms on the horizon.
Becker and Joroff (1995) also support this view. Continuous review of property functions and up
to the minute best practice is necessary rather than the traditional reactive approach of looking
into a situation because a lease is expiring or another problem is looming.
Organisational structure may also encourage a focus on the transactional rather than the
strategic. This was examined by Englert (2001) who found that organisations with vertical silo
type structures can promote a fiefdom and non-sharing of critical information. The culture may
then become centred on operational units rather the contribution units make to the organisation
as a whole. Englert also presented a similar model of development to that put forward by Joroff
et.al. whereby organisations tend to progress from a caretaker role to an enabling role, to a
catalyst role over time.
Another common theme is that for corporate real estate to make the optimum contribution to an
organisation it has to be connected directly to the senior management team. Many studies
(including Veale, Pittman and Parker, Teoh, McDonagh, Nicols) have investigated how far
removed the property decision making is from the CEO level and also how well informed the
property team is regarding overall strategic direction.
McDonagh (2002) observed that there is a two way communication gap. Property people do not
understand the intricacies of operations, and operating people do not understand the functioning
of the real estate market.
Some researchers, again including Veale, Gibson, Pittman and Parker, Teoh, McDonagh, and
also Duffy, have emphasised that the compilation of an asset register or management information
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system can be a necessary first step to moving property up the strategic agenda and into the
board room. Until some hard information is available upon which to base strategic decisions,
those decisions are unlikely to be taken.
French (1994) came to the same conclusion regarding local authorities. He also extended this to
highlight the importance of internal rents or operating as a profit centre. This aspect has also
been investigated in several other corporate real estate studies.
It can be seen from the above that there are a number of common themes woven throughout
much of the research undertaken in the corporate real estate area.
There have been previous attempts to try and identify which of these themes are key factors in
good CREAM performance. For example, Veale (1989) suggested seven “dimensions of
performance “ - the presence of a formal real estate unit, use of management information
systems for real estate operations, use of property by property accounting methods, frequency of
reporting real estate promotion to senior management, exposure of real estate staff to overall
corporate strategy and planning, availability of information and methods for evaluating real estate
performance and use, and the performance of real estate assets relative to overall corporate
assets.
Similar themes were identified by Pittman and Parker (1989) who surveyed corporate real estate
executives on what factors they considered were important to top performing corporate real
estate asset management. Teoh (1992) in turn identified five key factors in CREAM performance
and McDonagh (2001) used factor analysis to try and extract from a survey of 457 organisations
six key CREAM performance variables.
In all these studies (and many others) there can be seen a high degree of commonality in terms
of the issues that have been found to be significant. The fact the same issues appear to be
important no matter what the circumstances, means that corporate real estate surveys carried out
at different times, in different locations and for different purposes often include similar questions.
This has been found to be the case in New Zealand where the surveys and interviews carried out
by Teoh, McDonagh and Nichols, though focussed on different areas, have had multiple
questions the same or at least similar. As a result it has been possible to carry out a time series
comparison of the performance of CREAM from the time of Teoh’s research in the early 1990s
through to that of Nichols in 2005. It is also likely that cross country comparison of CREAM
performance may be also be possible, as international researchers are also likely to have
included similar questions in survey work they may have undertaken.
Methodology
The aim of this research was to examine how the performance of CREAM in New Zealand has
changed over time.
Ideally, such time series analysis would have used the same questions and the same sampling
method applied to the same population at regular intervals over the research time period.
Unfortunately this has not been possible in this case. Only a limited number of CREAM research
projects have taken place in New Zealand and each had a different focus, sample and in some
cases methodology. However, many of the organisations surveyed have been the same or at
least similar and the same applies to the questions addressed to these organisations.
In addition, in many cases multiple questions were asked surrounding a single theme and
therefore, even if the questions from survey to survey were not identical, a good indication of the
respondent organisations position in respect of the issue could usually be determined. In some
cases a degree of judgement has had to be exercised in interpreting responses and it is
acknowledged that this is a limitation of this research. Where these limitations are assessed as
being significant they will be highlighted in the discussion of the results.
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The results of four different research projects are being compared in this paper. Three of these
were surveys of organisations with substantial corporate real estate assets and the fourth was a
series of interviews with corporate real estate executives. The methodology applied in each of
these research exercises is detailed below in chronological order:
Wei Kuim Teoh carried out the first survey of CREAM in New Zealand during March/November
1991. This formed part of her Master of Commerce thesis which was deposited in the Lincoln
University Library in 1992. A summary of the results of this research was published in the Journal
of Real Estate Research in 1993.
The mail survey was addressed to the chief executive, managing director, executive chairman,
secretary or general manager of all the companies listed on the New Zealand stock exchange at
that time. This totalled 136 companies, but a number were excluded because they were either
specialist real estate investment companies or they were in receivership, liquidation, under
statutory management or suspended.
The questionnaire was divided into six main sections covering; background, organisation,
structure and motives of the corporate real estate unit, inventory of real estate assets, real estate
decision making and issues on corporate real estate asset management.
There were 21 main questions in the survey but a number of these had several sub-questions,
resulting in 64 possible data items for each respondent. The data collected included questions of
fact, for example: “Does your company have an organised real estate unit?”, “Does your
company have a real estate inventory?” and also a questions of opinion, many of which were
measured on a five point Likert scale. For example: “How would you rank the importance of the
real estate department within your organisation?” and “Do you agree or disagree with the
following statement: real estate management is not important because the companies core
business activity is not real estate?”
The second CREAM research project in New Zealand was undertaken by the author and
involved a series of interviews with 47 corporate real estate executives carried out during 1997
and 1998. The interviewees were not randomly selected but represented a wide cross section of
organisations occupying substantial corporate real estate assets in New Zealand. An
unstructured, qualitative format was used in which the interviewees were invited to put forward
their own perspective on the management of real estate assets within their organisations.
Occasional, non-judgemental prompts were used as required to ensure key topic areas were
addressed. The interviews were approximately one hour in duration and were tape recorded and
transcribed for analysis using qualitative techniques.
The first objective of the interviews was to update Teoh’s work but also extend it via
consideration of a much wider range of performance indicators. The concept of stages of
development of CREAM as proposed by Joroff et.al.(1993) was examined and a much broader
range of organisations were surveyed compared with Teoh’s earlier work. These included central
and local government, non-profit organisations such as charities and churches and large
companies not listed on the New Zealand stock exchange. The results of this research were
presented at the International Real Estate Society Conference in Kuala Lumpur in January 1999.
Part of the rationale for the interviews was also to prepare for a much more comprehensive
survey of CREAM in New Zealand.
The third piece of research, also carried out by the author, was a mail survey distributed to 457
organisations of all kinds throughout New Zealand in November 1998. The questionnaires were
addressed to the property manager but it was explained they were to be completed by the person
within the organisation who had primary responsibility for the purchase, leasing, management
and disposal of real estate assets used in the core business of the organisation, irrespective of
their title.
The survey was divided into seven sections, entitled: overall organisation, management of real
estate assets, individual responsibilities, communication, information systems, outsourcing and
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description of the real estate portfolio. Most questions required closed end or Likert scale
responses. There were a smaller number of questions inviting open-ended responses or
comments. Overall there were 47 main questions and numerous sub-questions resulting in a total
of 177 possible data items. A number of papers reporting on various aspects of this research
have been previously published (McDonagh & Hayward 2000, McDonagh & Frampton 2001,
McDonagh, 2004)
The fourth source of data for this research was a survey carried out during 2005 by a post
graduate student at Lincoln University, Gary Nichols, as part of his Master of Property Studies
dissertation.
This survey was email and web-based and targeted 334 organisations similar to those in the
McDonagh survey. A personally addressed e-mail was sent to the individual responsible for
CREAM in the organisation and they were invited to follow a link to a web based questionnaire.
The focus of this research was the strategic link between business strategy and property
strategy, but as with the previously mentioned studies, there were similarities amongst the
questions asked. Again the survey was divided into a number of sub-sections (general
information, property management, business planning, property planning, the connection
between business plan and the property plan) and the questions in turn divided into subquestions. In total there were 43 questions and by the time sub questions were included the total
number of data items was 89.
The four research projects described briefly above therefore provided the base data for this time
series analysis of changes in the management of corporate real estate assets in New Zealand
over a period of 14 years. (Copies of the questions actually asked are included in the appendix to
this paper).
As stated previously, even though the focus of these four projects was slightly different they had
multiple questions in common. The raw base data was still available for all but the Teoh research,
so responses could be converted to a common basis where necessary, usually respondent
percentages.
Reponses to questions that were exactly the same or similar across all four research projects are
directly compared in the results section that follows. There were also questions that were not the
same in every survey but gave sufficient indication of the respondent’s position on an issue that a
reasonable comparison could still be made between the surveys.
The McDonagh and Nichols surveys were directed at a very similar group of organisations and
were also similar in terms of their content and structure. However, the mode of delivery was quite
different in that one was a mail survey and the other an Internet based survey. This in itself may
skew the results to some degree.
It should also be borne in mind that the Teoh research was a survey of only those organisations
listed on the New Zealand Stock Exchange in 2002, whereas the other three research projects
covered a far wider range of organisations.
Similarly, for the interview research the respondents were not randomly selected and there may
be degree of response bias in that organisations with larger and potentially more professionally
managed corporate real estate tended to be selected for that process. The face to face interview
process itself can also lead to some respondents not being completely forthcoming in revealing
organisational practices.
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Time Series Comparison - Results
Characteristics of Respondent Organisations
A much wider range of organizational types were surveyed in the interviews and later surveys
than the Teoh survey and this is reflected in the responses. In addition the interviews focused on
organisations known to the researcher to have substantial real estate assets and this is likely to
have biased results in favour of higher levels of CREAM performance.
Respondent Organisations
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While this diversity may help explain some of the inconsistencies that arose between the results,
a more significant finding is the high degree of correlation on many aspects of CREAM amongst
organizations with very different structures and core areas of activity. This reflects the findings of
Gibson (1991), Lundstrom (1991) and Simons (1993). It is also significant that the findings from
prior research carried out predominantly in the highly industrialized societies of the USA and UK
are also reflected in a New Zealand context - an economy dominated by the rural and tourism
sectors.
Most of the organizations responding were relatively large in New Zealand terms (but small in
international terms). To some extent this was to be expected, as only organizations with
relatively large property holdings were included in the sample. It could be that some response
bias is reflected in these results, as there was an under representative response rate from private
companies. These are likely to have fewer staff and smaller property portfolios than government
departments, state owned enterprises, territorial local authorities and public companies. Smaller
organizations may also be less focused or aware of CREAM issues and also short of human
resources, and therefore less likely to take the time to answer a comprehensive corporate real
estate survey.
A useful future exercise would be to focus on CREAM in these small organizations to see if the
issues faced in respect of CREAM are the same.
The property portfolios held by the surveyed organizations tended towards one of two extremes.
Either they had few freehold properties or they owned over 100 properties. A similar bipolar
response was reflected in questions on preference to own or lease. This may mean that very
different CREAM strategies are appropriate to the two groups depending on their tenure
preference. This was already found to be the case in an earlier outsourcing study (McDonagh &
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Hayward 2000) where characteristics desired in service providers were significantly different
between groups favouring different tenure forms.
It also appears that as the number of properties increases, it is more likely they will be owned as
freehold estate. Few owned portfolios were worth less than $1 million, with the most common
categories being $11-30 million or over $100 million.
Many portfolio characteristics will be reflective of the ownership category or core business of the
respondents. For example TLA’s and government departments are highly likely to have high
value freehold portfolios. This is probably a function of the nature of their core operations, the
capital budgeting process applying to property acquisitions, and their non-taxable status reducing
some of the advantages of leasing. In contrast, smaller private companies are likely to have small
leasehold portfolios, due to scarcity of capital.
Existence of a Separate Corporate Real Estate Unit
In all surveys the majority of organizations had a separate corporate real estate unit, and in most
cases it comprised only one or two people. These units are very much smaller than those found
in overseas organizations but, despite this, it was notable how responses to most issues were
very similar. Those few organizations with very large corporate real estate departments were
territorial local authorities or government departments, and it is possible they also used a wider
definition of corporate real estate staff than other respondents.
The similarity in the percentage of organizations with a separate CRE unit amongst the three
surveys of Teoh (1992), McDonagh (2001) and Nichols (2005) is remarkable. The respective
figures are 62%, 63% and 57.4%, with the Teoh result particularly remarkable considering the
quite different sample to the other two surveys. This could be interpreted as either showing no
progress over time or alternatively that only about 60% of organizations need a separate
corporate real estate unit in New Zealand.
This is significantly less than the 86% of US organizations found by Veale (1989) to have a
separate corporate real estate unit. Again this may be reflective of the scale of organizations in
New Zealand where corporate real estate is often the responsibility of a single individual, often
the CEO or only one step removed from the CEO.
In the interview research the percentage of organizations with a separate CRE unit was 78%.
This is much closer to the result of Veale and lends support to the above hypothesis, in that the
interviewed organizations were not randomly selected and represented larger organizations in a
New Zealand context.
Title and Qualifications of Corporate Real Estate Unit Head
Questions on the title of the head of the corporate real estate unit were similar in the Teoh,
McDonagh and Nichols surveys. This question was not asked in the interview based project.
There was a greater range of titles in the later two surveys, most likely a reflection of the greater
range of organizations surveyed.
A title indicating a clear property focus including the description “Property”, “Facilities” or “Asset”
Manager was the most popular with 39%, 44% and 43% of the sample for Teoh, McDonagh and
Nichols respectively.
In the Teoh survey the second most popular title, with 31% of the sample, was “company
secretary” but this title only appeared in 4% of organizations in the McDonagh survey and 6.9%
in the Nichols survey. In both cases “Corporate Services Manager” or something similar was far
more common and may perform a similar role. Popular in all three surveys were titles with a
finance orientation such as CFO, accountant, finance manager or financial controller. These
accounted for 14.6% of respondents in the Teoh survey, 12% in the McDonagh survey and
11.5% in the Nichols survey.
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These results indicate the majority of organizations in New Zealand still lack a clearly identified
position for a person fulfilling the CREAM role. An increasingly popular alternative is to outsource
CREAM functions, but this brings its own set of problems including lack of familiarity with core
operations, and conflicts of interest (McDonagh & Hayward 2000). The result of either is that
corporate real estate may “fall between the cracks” of responsibility, or be carried out by
someone without much expertise or enthusiasm.
On a more positive note, the number of respondents without any property or related professional
qualifications reduced from 63% in the McDonagh survey to 45% in the later Nichols survey.
Over the same interval those with a property qualification increased from 17% to 35% while those
with professional qualifications in other areas such as engineering, accounting or law remained
constant at 19%.
Corporate Real Estate Reporting Level
As mentioned in the literature review, corporate real estate unit reporting level has been identified
as an important contributor to CREAM performance by earlier research. This aspect was
examined in all four New Zealand research projects but unfortunately Teoh used position
terminology unfamiliar in a New Zealand context (President and Senior/Executive Vice President)
which may have compromised her results to some extent. Even so, she found 61% of corporate
real estate units reported to positions identified as either of the above, which could be seen as
equivalent to the top two organizational levels in a New Zealand context.
In the subsequent research, the number of levels away from the CEO was used instead of
position names. The results are shown in the table below.
Teoh
CRE reporting level

McDonagh
Interviews

McDonagh
Survey

Nichols

35%

36%

34%

35%

40%

37%

to level2

combined level
1&2
61%

to level 3

24%

19%

17%

23%

unclear

15%

11%

7%

6%

to CEO

Again the results were quite similar in that approximately 70% of those primarily responsible for
CREAM in organizations reported to either of the top two levels.
Although respondents reported to superiors with a wide range of titles, the most common were
CEO and CFO, and the balance were usually only one or two steps removed from the CEO. This
is in contrast to overseas research, but earlier research by the author (McDonagh 2001) found
this to be more a reflection of organizational size than an indicator of CREAM performance. It
may, however, mean that a change in CEO or CFO attitude to CREAM may have a rapid effect,
as there is less organizational inertia to overcome.
Allocation of Corporate Real Estate Costs
How organizations allocate corporate real estate costs is a recurring theme in the literature, with
a number of studies presenting conflicting results on whether a cost centre or profit centre
approach is preferable. Teoh found only 34.1% of organizations reported having a profit centre
structure in 1992 and for the interviews in 1997-8 this figure was 37.8%. This type of question
was not asked directly in the later survey research but related questions were asked on how real
estate costs were allocated.
The results show a consistent pattern over time with all research reporting a percentage of
around 50% of organizations treating property related costs separately and allocating them to
individual properties. At the other end of the scale, in the McDonagh and Nichols surveys around
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35% include property costs in generally allocated overheads. The figure for the interviews was
higher, but this is likely to be due to less non-responses.

Allocation of Real Estate Costs
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The interview research also revealed several respondents who were not directly allocating
property costs at present but were investigating doing so.
Existence and Quality of a Strategic Corporate Real Estate Plan
The existence and quality of a strategic plan for corporate real estate assets has been identified
as a significant factor by many earlier researchers. A comparison of the results from all four
research projects in New Zealand is shown below.
CRE Strategic plan

Teoh

McDonagh
Interviews

McDonagh
Survey

Nichols

good or very good

17.1%

31%

28%

28%

implied/or OK

26.8%

21%

12%

44%

poor or NA

48.8%

47%

57%

29%

A good or very good CRE strategic plan being in place still applies only to a minority of the
organizations surveyed, and while the percentage in this category almost doubled between 1991
and 1998 it seems to have stabilized since at around 30%.
Where there does seem to have been improvement is in the number of organizations who now
have an adequate CRE strategic plan (44%) and a reduction in those who have a poor plan or
none at all (29%).
In common with research in the USA by Duckworth (1993) and Stephens (1994) and in the UK by
Avis, Gibson and Watts (1989), interview respondents often commented that they were unsure of
how to develop a strategic plan, and in particular, how to bring core business strategies back to
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the implications for property assets. This may indicate a lack of integration of CRE staff into core
business strategic planning and also the reverse - a lack of understanding of real estate markets
by core business managers.
This situation has been addressed in New Zealand in recent years by the publication of a
comprehensive manual on strategic planning for property assets (The NAMS Property Manual).
This has a focus on large public sector organizations and has been widely adopted. This may
have led to the substantial improvement in the Nichols results.
Also reported, and similar to findings by Gibson (1994, 1995), were situations where a strategic
plan for corporate real estate assets was “required” by senior management or an external
agency, but there was insufficient base information or expertise to develop a meaningful and well
grounded plan. The result was plan that the CRE managers had little faith in but it “kept
management happy” while they continued to struggle with developing a better plan or else
continued to deal with day to day issues in a reactive manner.
The above situation may be reflected in the 28.7% of respondents in the Nichols survey who
stated their property plan provided “no relevance or guidance” or the 31% who said the plan was
not referred to in making property decisions. Another 20.6% said the property plan was “not
aligned at all” with the organizations overall business plan.
Corporate Real Estate Management Activities
Several typical CREAM management activities identified in earlier research were examined by all
the surveys. In the Teoh survey the questions asked were slightly different from later research in
that they asked for the relative importance of various activities, rather than the time spent on
them. Even so, some interesting comparisons can be made.

Corporate Real Estate Activities

Mean timee spent on 5 point Likert scale
1-no time/ 5- majority of time

3.5
3
2.5
Teoh

2

McDonagh
Nichols

1.5
1
0.5
0

capital budgets
viability studies
planning strategy
lease negotiation
buying/selling CRE
statutorymaintenance
compliance budgets
general administration
maintenance supervision
managing externalservice providers

supervising engineering/construction

Respondents Activities

Teoh found finance and budget analysis to be relatively unimportant, but in contrast both capital
and operational budgeting were found to occupy reasonable amounts of the respondents time in
the McDonagh and Nichols surveys. This may be a reflection of the number of public sector
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organizations in the recent surveys that may be under tighter budgetary constraint and have
fewer financing options.
Viability studies were rated less important than finance and budget analysis by Teoh, and
exhibited a similarly reduced time commitment in the later research.
Construction supervision would be an activity expected to occupy a relatively small amount of
time, given the intermittent occurrence of this activity in many organizations, and also be
relatively lowly rated in terms of importance. This indeed was the case, with all the surveys
showing a remarkably similar response pattern for this issue.
Ratings 4 and 5, corresponding to higher commitments of time, were used relatively little across
all activities. This indicates respondents spend smaller amounts of time across a wider range of
tasks – reflected in frequent “moderate” and “some time” responses.
Only moderate time being spent on planning strategy (on average) indicated a more reactive
approach to management than occurs at the higher stages of CREAM development.
However, further analysis of the data revealed the greatest standard deviations for both surveys
were for: planning and developing real estate strategy, lease negotiation, engineering and
construction, and supervision and maintenance supervision. This result seems to support the
findings of earlier research that many organizations in New Zealand seem to operate at very
different ends of the CRE stages of development model as proposed by Joroff et al. The lowest
standard deviation amongst respondents in all surveys was for the question on capital budgeting
activities.
Senior Management Attitude Towards CREAM
Positive management attitude has been identified by numerous previous researchers (Veale
1989, Gale and Case 1989, Teoh 1992 and others) as being a crucial prerequisite to developing
a high level of performance in respect of corporate real estate asset management.
Five questions that provided some insight regarding senior management attitudes to CRE could
be directly compared between the Nichols and McDonagh surveys and five questions asked by
Teoh were similar enough to be included in the comparison subject to some reservations. The
overall results are shown below.
Analysis of the responses in more detail revealed approximately 50% of senior management
strongly felt “they are not in the property business” in both the Teoh and Nichols surveys while
only 12.5% felt this way in the McDonagh survey. This result is confusing when the responses to
the question regarding whether management recognize “all organizations are in real estate to
some degree” followed the more typical pattern of improvement over time.
A consistent pattern of improvement applied to questions regarding management “focus on cost
reduction” and the distribution of responses within each survey was also not significantly
different.
Teoh asked for a rating of whether “current organizational CREAM needed improvement”
whereas the later two surveys asked if CREAM was “regarded positively”. While the highest
rating for the earlier research was a neutral response, the more recent results for a similar
question showed the majority of organizations were relatively positive regarding their existing
CREAM performance (over 50% rating of 4 or 5 on a five point Likert scale).
This may mean that performance has actually improved – but not necessarily so as the
respondents belief may not be in accord with reality. There is also a potential bias problem as the
earliest survey was of CEO’s whereas the recent surveys were of corporate real estate
executives who are potentially reporting on their own performance.
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Senior Management Attitudes to CRE

Mean level of agreement on a 5 point Likert Scale
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Another common question was whether management believed active CREAM could reduce
financial risk to the organization. While the mean Likert scale rating in the graph above shows a
drop in the McDonagh survey, deeper analysis of the data indicates a more complex situation,
the mean being influenced by a small number of negative and large number of neutral responses
in the Teoh survey.

Conclusion
The results of this research reveal that while some aspects of CREAM practice have continued to
improve over the fourteen year span of the surveys, others have remained stable or stabilised.
For example, the percentage of organisations with a separate CRE unit was between 57% and
63% in all of the surveys and the higher percentage (78%) in the interviews can be explained by
the different sample and methodology.
The title of the manager responsible for CREAM included the description “Property”, “Facilities” or
“Asset” Manager in 39%, 44% and 43% of the sample for the Teoh, McDonagh and Nichols
research respectively. Also popular in approximately 13% of all cases were titles with a finance
orientation.
A significant change has been the reduction in the percentage of respondents without any
professional qualifications from 63% in the McDonagh survey to 45% in the Nichols survey. Over
the same interval those with a property qualification increased from 17% to 35%.
The CREAM manager reported to either of the top two levels of management in an organisation
in approximately 70% of cases across three of the research exercises. The slightly lower figure of
60% in the Teoh research can be explained by problems with the question design.
Around 50% of organisations treat property costs separately and allocate them to individual
properties in all three of the research projects where this issue was examined.
There was a substantial increase in the percentage of organisations with a good or very good
strategic plan for property subsequent to the Teoh survey which recorded a figure of 17.1%.
However, this now seems to have stabilised with the most recent surveys both recording 28%
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and the interview research very similar at 31%. More recently there been a reduction in those
organisations with a very poor, or no CRE strategic plan, from approximately 50% in the first
three surveys to 29% in 2005.
In terms of activities undertaken, budget analysis was of moderate importance, particularly in the
later surveys, whereas supervising construction and undertaking viability studies were relatively
unimportant in all cases. General administration and lease negotiations were the most time
consuming, but of note was the fact that across the research no activity was especially dominant
– CRE managers appear to be generalists.
The attitude of senior management towards CREAM has been found to be significant in previous
studies, but on this issue, the results of this research are a little unclear. The percentage of
respondents who felt “they are not in the property business” fluctuated wildly between surveys
whereas there was the expected improvement over time on issues such as “management
recognise all organisations are in real estate to some degree” and CREAM is regarded positively.
The difference in the survey sample for the Teoh research may again be a significant factor here.
A general observation has been the remarkable similarity of findings in respect of some issues
despite the use of different samples and different research methodologies. Significant similarities
to some of the findings of international research were also found, despite the very different scale
and focus of the New Zealand economy.
However, more in-depth analysis has revealed that, while the pattern of response to some
questions is similar, it is very different in others. For example, the standard deviation of
responses on questions relating to strategic planning and maintenance supervision was relatively
large. This seems to support the findings of earlier research that many organizations in New
Zealand seem to operate at very different ends of the CRE stages of development model as
proposed by Joroff et al. It is envisaged that the survey work on which this research is based will
be repeated at regular intervals into the future. This will further build the available data and
facilitate further investigation of this and other CREAM issues.
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Appendix
Below are copies of the actual survey documents referred to in the previous
paper, as well as the prompting questions that were associated with the
interviews.
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