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Abstract 

In this essay, the research evaluates the connection between customer satisfaction and 
financial performance in the real estate enterprises. The research  studied one of the 
most successful commercial real estate projects, the Hangzhou Mixcity. And the study 
use the tenant satisfaction as the main factor of the customer satisfaction. Also the tenant 
satisfaction is divided into four parts, cleaning, security, construction and service.  In the 
meanwhile,  the study collects the financial performance information from 2014 to 2019. 
The experiment use the quantitive methods such as the R to estimate the connection 
between customer satisfaction and financial performance. Base on the statistic analysis, 
the final study found the tenant satisfaction has a significant influence on the financial 
report. And the construction factor is the most important factor which influences the 
tenant satisfaction. 
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1. Introduction 

In modern commercial society, numerous enterprises begin to pay attention to the role of 
customer satisfaction. Many companies collect customer satisfaction and setup connection with 
the financial performance. But there are three flaws in their analysis in general. 1. Even if they 
understand that customer satisfaction is important, but they not know how to collect customer 
satisfaction data. 2. They had collected customer satisfaction but don't know how to use the 
information. 3. They misused customer satisfaction information so that the financial 
performance did not improve. Therefore, our research is aiming to help the enterprise build a 
better recognition with the connection between customer satisfaction and financial 
performance. By studying customer satisfaction in China's commercial real estate industry, we 
can help related enterprises to better realize the importance of customer satisfaction, and 
provide suggestions for enterprises to help them more efficiently improve customer 
satisfaction, so as to improve financial performance. 

In this study, the research selected commercial real estate industries in China. Because financial 
performance in commercial real estate is highly correlated with customer satisfaction. If 
consumer satisfaction declines, they will reduce the amount of consumption, the frequency of 
consumption, the income of the tenants and the deterioration of the financial performance of 
the enterprise. Therefore, the researcher believes that by investigating customer satisfaction in 
commercial real estate, the study can help developers realize their own shortcomings about 
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their services. And put limited resources where customer satisfaction is most affected. In this 
way, commercial real estate companies can better improve their financial performance. 

The research studied the financial reports of 10 Chinese commercial real estate operators and 
selected Hangzhou Mixcity as our research object. Hangzhou Mixcity is one of the largest 
commercial shopping mall in China, so its financial data and customer satisfaction reports are 
representative. The study can make some assumptions and Suggestions by analyzing the 
correlation between customer satisfaction and financial performance. Helping Chinese real 
estate companies better improve customer satisfaction. 

Furthermore, the research choose tenant satisfaction as the main data of customer satisfaction. 
For shopping malls, satisfaction is mainly divided into tenant satisfaction and customer 
satisfaction. The satisfaction of mall consumers can be reflected by the satisfaction of tenants. 
Because only when consumer satisfaction increases and the income of tenant increases, the 
satisfaction of tenants will increase. Therefore, tenant satisfaction is the most direct non-
financial information that affects financial performance Fig.1. 

 
Figure 1. the financial impact of two types of satisfaction. 

 

The structure of this article is as follows. “Literature review” describes the concepts of relative 
literature. The "Nonfinancial performance measures" provides definition and metrics of the 
nonfinancial information. Hypothesis making and model building provides relative hypothesis 
math models. Model and variable development provide how we analyze the process of data 
analysis and get the correlation between non-financial information and financial performance. 
"Conclusion and limitation discusses the results and summarizes the paper. 

2. Literature review 

Many scholars have studied the impact of non-financial performance measures on future 
company’s operation. [1] Kaplan and Norton (1992) thought that contemporaneous non-
financial measures are more appropriate for future financial performance measures than 
contemporaneous financial measures. [2] Stivers(1998) found that non-financial measures 
were increasingly used by the managers to evaluate the performance of company. [3] Simpson 
(2010) holds the view that increased disclosure of non-financial indicators has been stressed 
in various studies because they can be useful in evaluating the performance of firms and 
especially intangible intensive firms. [4] The article of McNair(1990) explains the agreement 
between financial and non-financial measures. Since traditional accounting practices have 
many limitations, companies could use the new performance measurement system of non-
financial performance that takes into account customer satisfaction, flexibility and productivity 
and such system can contribute to the company’s success. [5] The article of Ittner&Larcker 
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(2003) is about the importance of non-financial measures. The article shows that financial 
measures do not give all information about the company, so non-financial measures like 
employee satisfaction and employee loyalty can better explain the company’s performance. [6] 
Behn&Riley (1999) proved that using one or two months of non-financial data can be helpful 
to predict future performance of US airline industry. [7] Banker &Mashruwala(2007) found 
significant positive link between non-financial measures and future business performance of 
firms this study has extended the research by adding the controlling role of competition. [8] 
Wiersma (2008) has concluded that the non-financial measures have additional information 
content beyond the financial measures for both future costs and revenues. [9] Banker(2000) 
found that non-financial measures of customer satisfaction are directly related with long term 
performance which is measured in term of operating profit and revenue. [10] Brazel(2009) 
explored that auditors can use non-financial measurements to assess financial performance 
and to detection of fraud. [11] Dikolli&Sedatole(2007) seeks to examine the empirical 
refinement which increases the informational content of nonperformance measures related to 
prospect financial performance. [12] Trueman (2001) has conducted a study concludes that, in 
the Intern industry, for forecasting purposes, there is a significant relationship between current 
revenue growth and growth in web traffic which relates to non-financial performance measures. 
[13] Wright (2004) has conducted a study found out that non-financial performance measures, 
like post-sale service provided by forms as well as product value attributes, have an impact on 
customer loyalty, which can also lead to impacting the financial performance of the firms as 
well.  

These claims suggest that non-financial measures have high relative information content for 
predicting future financial performance. In existing research works, scholars made wide range 
of research on the impact of non-financial performance measures as well as its ability to predict 
business performance. These studies including audit profession, retail business, aviation 
industry and the Internet industry. While such measures for real estate is relatively untouched. 
The real estate market of China is highly competitive, and this industry also has an important 
impact on the development of social economy. It is clearly important to find out whether the 
impact of non-financial performance on the industry is conducive to improve the future 
development of real estate enterprise performance. Based on that, the major research question 
addressed in this study is that, in the real estate industry of China, do non-financial measures 
have significant positive effect on enterprise performance? 

3. The introduction of selected indicators 

3.1. Non-financial performance measures 

3.1.1. The definition of Non-financial performance measures  

Christopher Ittner and David Larcker (2000) illustrate so far, lots of directors supposed 
conventional financial systems do not operate accurately as before. As an important 
measurement of company’s track record, financial information have unavoidable 
disadvantages. As a result, companies decided to use non-financial systems to compensate for 
these shortcomings. Non-financial performance measures mainly focus on other fields in 
business rather than money.  

3.1.2. The metrics of non-financial measures 

The results can use lots of indicators to denote the non-financial performance measures. For 
example, airlines use on-time performance, mishandled baggage, ticket over sales, and number 
of customer complaints as non-financial performance measures (Behn and Riley, 1999). 
Internet retailers use customer satisfaction as non-financial performance measures. (Dikolli, 
2007) In this paper, the tenant satisfaction will be chosed as the non-financial performance 
indicator. 
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3.2. Tenant satisfaction 

3.2.1. The definition of tenant satisfaction 

Tenant satisfaction is a feeling among renters who are provided a quality rental situation with 
a full range of services.One of the important channels to keep tenants and remain their satisfied 
is providing quality landlord services. Lots of rental corporations make kinds of efforts to meet 
tenants' perception of quality service and this has been proven beneficial. 

3.2.2. The metrics of tenant satisfaction  

Kaycee Miller (2018) suggested investigators can ask questions about the leasing experience, 
the interior and exterior of the property, management team, maintenance staffand maintenance. 
The work took the cleaning, security, construction and service as metrics to get the data of 
tenant satisfaction. 

3.3. Financial performance measures 

3.3.1. The definition of financial performance 

Financial indicators show how a company can do a wide variety of businesses and make the 
most of the revenue that assets can generate. Financial indicators can also be used as a unique 
indicator to determine whether the company's financial situation is good and healthy over a 
specified period of time.In general, the company chooses to use profits and losses to reflect the 
company's financial level over time, which researchers can find in the company's statements. 
Managers and auditors can review the company's operational strategy and direction by 
evaluating the financial health of the company. 

3.3.2. The metrics of financial performance 

Will Kenton (2019) thought researchers can learn about financial performance through a 
variety of sources.Indicators of financial performance have business income, cash flow, revenue, 
gross sales and so on.By analyzing financial performance data, we can learn the process and 
details of the company's ability to increase revenue and use assets and liabilities to generate 
profits. In this paper, the income will be chosed as the financial performance indicator. 

4. Hypothesis making and model building 

4.1. Hypothesis making 

Tenant satisfaction is the tenant's satisfaction with the range of services provided by the lessors 
to the site, infrastructure and property. For lessors, the amount of rent paid by the tenants and 
the length of the lease are directly linked to the performance of the enterprises, so the tenants 
and the enterprises to enter into a long-term stable lease contract is the guarantee of the 
performance of the enterprises.In previous case studies, it has been found that renters who can 
attract tenants to sign up for long periods of time generally provide good infrastructure and 
follow-up services, and it means tenant satisfaction is generally high. 

H1: tenant satisfaction has a significant positive correlation with financial performance.  

The work generally believe that appraisal can influence the decision-making of enterprises and 
can have some impacts on some of the economic behaviors and outcomes that will occur in the 
future. The appraisal of enterprises and understanding of occupancy rate will make enterprises 
have a general framework and cognition of future financial performance, which is conducive to 
rational planning and risk control, thereby reducing the future risk of enterprises, reducing 
losses and affecting corporate revenue. Based on this, the results can assume that appraisal and 
occupancy rates have a significant impact on revenue. 

H2: appraisal and occupancy rate have a significant effect on income. 
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4.2. Model building 

Based on the above research assumptions, the final model the work built it as follows: the 
independent variable is tenant satisfaction. The dependent variable is the income. By analyzing 
variables to explore the relationship between tenant satisfaction representing non-financial 
performance measures and income representing financial performance. 

5. Model and variable development 

5.1. Tenant satisfaction model 

Based on the data we are given, tenant satisfaction is classified into four categories: cleaning, 
security, construction, and service. We first analyze the correlation among those variables. 
However, since the sample size is 5 (from year 2015 to year 2019), we include an average of 
these four indicators to represent the tenant satisfaction in order to make sure the regression 
could be run. Thus, the tenant satisfaction is constructed as follows: 

Tenant satisfaction = (cleaning + security + construction + service)/4 

 

 
(a)                                                                                  (b) 

 
(c)                                                                                 (d) 

Figure 2 (a) the relationship between security and tenant satisfaction (b) the relationship 
between construction and tenant satisfaction (c) the relationship between cleaning and 

tenant satisfaction (d) the relationship between service and tenant satisfaction. 
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Cleaning: Cleaning represents how tenants feel about the houses’ clean and tidy conditions.  

Security: It represents how tenants feel about the security work done by property owners. For 
example, whether or not property owners would handle theft properly and timely. 

Construction: This term indicates whether or not property provided enough necessary facilities 
such as elevator and heater. 

Service: It shows how property owners would respond to reports quickly and find an 
appropriate way to handle some conflicts.In addition, the relationship between each of the four 
categories and tenant satisfaction is different Fig.2 

We can see that construction is the factor that relates to tenant satisfaction the most. 

5.2. Complete model 

After including the tenant satisfaction in the model, we realize that the occupancy rate and 
appraisal might affect the income. Here is the original model that contains tenant satisfaction, 
appraisal, and occupancy to predict income: 

 

income =  β0 + β1tenants satisfaction + β2apprisal + β3occupany 

 

Appraisal: This term reflects the value of the firm estimated by appraisers based on those 
financial ratios. 

Occupancy: This one indicates the percentage of rooms that are leased this year. 

However, after we run the regression analysis, we find that this whole model is not significant 
at 95% confidence level Table 1. Also, appraisal and occupancy are not significant at 95% 
confidence level Table.2. 

Table 1: Analysis of Variance for this complete model. 

Analysis of Variance 

Source DF Sum of Squares Mean Square F Ratio 

Model 3 36259.474 12086.5 194.0455 

Error 1 62.287 62.3 Prob>F 

C.Total 4 36321.760  0.0527 

 

Table 2. Parameter Estimates of this complete model. 

Parameter Estimates 

Term Estimate Std Error t Ratio Prob>|t| 

Intercept -7543.221 512.1459 -14.73 0.0432* 

tenants satisfaction 74.069516 3.654718 20.27 0.0314* 

appraisal 0.0030879 0.007144 0.43 0.7403 

occupancy 10.252567 2.018256 5.08 0.1237 

 

Table 3 further proves that the correlation between tenant satisfaction and income is the 
highest 

Table 3. correlation matrix of each variable. 

 tenants. satisfaction income appraisal occupancy 

tenants. satisfaction 1.00000 0.97181 0.27108 -0.71006 

income 0.97181 1.00000 0.16901 -0.52708 

appraisal 0.27108 0.16901 1.00000 -0.52546 

occupancy -0.71006 -0.52708 -0.52546 1.00000 



Volume 1 Issue 10, 2020 

DOI: 10.6981/FEM.202010_1(10).0034 

244 

Frontiers in Economics and Management 

ISSN: 2692-7608 

Now, we try to remove appraisal and occupancy from the model.  

 

Table 4. Analysis of Variance of the reduced model. 

Analysis of Variance 

Source DF Sum of Squares Mean Square F Ratio 

Model 1 34302.568 34302.6 50.9648 

Error 3 2019.192 673.1 Prob>F 

C.Total 4 36321.760  0.0057* 

 

Table 5. Parameter Estimates of the reduced model. 

Parameter Estimates 

Term Estimate Std Error t Ratio Prob>|t| 

Intercept -5173.243 806.1543 -6.42 0.0077* 

tenants satisfaction 59.509968 8.33594 7.14 0.0057* 

 

This reduced model is significant and is useful to explain the variation of income by tenant 
satisfaction, which proves our hypothesis that tenant satisfaction has a significant positive 
correlation with financial performance. The graph of the log form of tenant satisfaction and the 
log form of income also proves this point in Fig.3. 

 

Figure 3. The correlation of the log form of tenant satisfaction and the log form of income. 

6. Conclusion and limitation 

In this study, we use the data form real estate to test if customer satisfaction is related to 
financial performance. Since customer satisfaction could be reflected by tenant satisfaction and 
the latter has more direct effects to real estate companies, we use tenant satisfaction to 
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represent customer satisfaction. Due to the small sample size, we use the average of four 
classifications of tenant satisfaction (cleaning, security, construction, and service) as an 
instrumental variable. After we find that appraisal and occupancy rate have no significant effect 
on income, we removed them from the model and only left tenant satisfaction. So our 
conclusion is that tenant satisfaction has a significant positive correlation with financial 
performance. 

The limitation of this study is that the sample size is small. The reason is that most companies 
would not disclose their non-financial reports, which makes it hard to find those data. 
Furthermore, since most firms just started to record non-financial performance in recent 
several years, the data from those firms that record non-financial performance is not numerous. 
If we could have more data about non-financial data, we would do better in this study in terms 
of choosing the particular several leading indicators of non-financial performance and 
discovering how they may be used to predict income. 
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