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Abstract- Effective management of service charges in
multi-tenanted residential buildings is essential for
ensuring tenant compliance with regulations and
promoting the sustainability of residential estates. In
Lagos, rapid urbanization, socio-economic diversity, and
the wide range of apartment types have made service
charge allocation highly contentious, with many tenants
perceiving existing allocation systems as unfair. This study
examines tenants’ perceptions of service charge allocation
methods in Lagos apartments. The aim of the study is to
identify key challenges and propose solutions for achieving
sustainable and equitable service charge allocation. The
research adopted a qualitative approach and relied on
secondary data, which were analyzed using thematic
content analysis. This method was employed to identify
patterns in service charge allocation techniques, tenants’
perceptions of fairness, service quality, communication
effectiveness, and payment compliance. Four allocation
methods were examined: flat-rate, pro-rata, percentage-
based, and hybrid systems, with particular attention to
tenants’ perceptions of transparency, fairness, and
satisfaction. The study also explored operational
challenges and the relationship between perceived equity
and payment compliance. The findings reveal that the flat-
rate method is the most commonly used allocation system,
accounting for approximately 40% of cases, but it is also
perceived as the least fair, with about 40% of tenants
expressing dissatisfaction. Pro-rata and hybrid methods
are applied in about 35-40% of cases and are generally
viewed more favorably. Tenants’ perceptions indicate that
transparency and clear communication significantly
influence acceptance, with 45% of respondents reporting
greater satisfaction when detailed cost breakdowns and
quality services are provided. Key challenges to equitable
administration include inconsistent billing practices, poor
record-keeping, and socio-economic disparities among
tenants. The study further shows that tenants are more
likely to comply with payments when they perceive service
charges as fair and service delivery as satisfactory, with
satisfied tenants demonstrating compliance rates of
approximately 70%. The study concludes that transparent
allocation methods, effective communication, participatory
decision-making, and consistent service delivery are
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critical to achieving equity in service charge
administration. Implementing these strategies not only
improves tenant satisfaction and payment compliance but
also enhances the financial and operational sustainability
of multi-tenanted residential apartments in Lagos.
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L INTRODUCTION

The challenge of service charge management has
emerged as a critical issue within Nigeria’s real estate
industry, particularly in major urban centers such as
Lagos. As the development of multi-tenanted
residential and commercial properties continues to
increase, persistent disputes have arisen regarding the
calculation, allocation, and perception of service
charges by tenants. Service charges—fees paid for the
maintenance of shared facilities such as security,
cleaning, waste disposal, landscaping, and general
repairs—are a vital component of effective property
management. However, in the absence of clear and
equitable allocation systems, tenants are more likely to
experience dissatisfaction, strained landlord—tenant
relationships, and, in some cases, tenancy termination
(Raji & Ashafa, 2023). In Lagos, the most densely
populated city in Africa, service charge allocation has
become a major source of concern for apartment
dwellers due to rising maintenance and energy costs.
Economic pressures arising from inflation and
infrastructural deficiencies have compelled landlords
and facility managers to frequently adjust service
charges, often without adequate consultation with
tenants. These practices have intensified perceptions
of inequity, particularly in multi-tenanted residential
developments where variations in unit size, occupancy
levels, and tenants’ income capacities raise questions
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about what constitutes a fair distribution of costs
(Ajibade, Jamiu, Bitrus, & Yusuf, 2024; Gbonegun,
2024).

Empirical studies on service charge administration in
Nigeria reveal a general pattern of opacity and
inconsistency in billing practices. Many property
managers rely on standardized charges that fail to
account for tenants’ actual usage or the condition of
shared facilities, thereby undermining perceptions of
fairness. Similar findings have been reported in other
urban areas, including Kano and Edo State, where
poor record-keeping, the absence of standardized cost
apportionment mechanisms, and weak regulatory
oversight have been identified as major sources of
tenant dissatisfaction (Raji & Ashafa, 2023; Adekunle,
2025). Despite the growing body of research on
service charge practices in commercial properties,
there remains a notable gap in the literature concerning
residential apartments in Lagos. Most previous
studies, such as those by Ajayi and Owolabi (2021)
and Ezeabasili and Nzekwe (2022), focus primarily on
mixed-use or commercial developments. Residential
properties, however, present distinct challenges,
particularly in relation to cost recovery for provided
services and tenants’ expectations regarding
transparency and value for money. Furthermore,
empirical evidence from Abuja and Onitsha indicates
that service charge pricing, transparency, and
accountability are key determinants of tenant
satisfaction (Ajibade et al, 2024; Ezeabasili &
Nzekwe, 2022).

Statement Of The Problem

Many property owners in Lagos prioritize cost
recovery over fairness when allocating service
charges, often overlooking the psychological and
social consequences of perceived inequity among
tenants. This lack of fairness can lead to tenant
dissatisfaction, reduced cooperation, and ineffective
property maintenance. There is therefore a need to
evaluate existing service charge allocation methods in
Lagos apartments, assess tenants’ perceptions of
fairness, and identify the factors influencing these
perceptions. Addressing these issues is essential, as
inequitable service charge systems undermine tenant
trust, reduce long-term satisfaction, and threaten the
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economic sustainability of residential properties. This
study provides an empirical basis for rethinking
service charge administration in Nigeria’s residential
housing sector to promote fairness, efficiency, and
sustainable property management.

Aim And Objectives

Aim:

The primary aim of this study is to assess service
charge allocation methods and evaluate tenants’
perceptions of equity in residential apartments in
Lagos State.

Objectives:
The specific objectives of the study are to:

1. Identify the prevailing methods used for allocating
service charges among tenants in residential
apartments in Lagos State.

2. Examine tenants’ perceptions of fairness and
transparency in existing service charge practices.

3. Analyze the relationship between service charge
allocation methods and tenants’ levels of
satisfaction.

4. Propose strategies for achieving equitable and
sustainable service charge administration in multi-
tenanted residential properties in Lagos State.

Research Questions

1. What service charge allocation methods are
commonly used among tenants in residential
apartments in Lagos State?

2. How do tenants perceive the fairness and
transparency of current service charge practices?

3. What is the relationship between service charge
allocation methods and tenants’ satisfaction
levels?

4. What strategies can promote equitable and
sustainable service charge administration in multi-
tenanted residential properties in Lagos State?

Research Hypotheses

Null Hypothesis (Ho): There is no predominant
method for allocating service charges among tenants
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in Lagos apartments; allocation methods are random
or highly varied.

Alternative Hypothesis (H:): There is a predominant
method for allocating service charges among tenants
in Lagos apartments.

Significance Of The Study

This study provides insights into service charge
allocation methods in Lagos apartments and tenants’
perceptions of their fairness and transparency. The
findings can guide property managers, landlords, and
policymakers in adopting equitable and transparent
practices, reducing disputes, and improving payment
compliance. Additionally, the research enhances
understanding of tenant-landlord relations in urban
housing and offers a foundation for future studies and
policy reforms to standardize service charge practices
and strengthen trust between tenants and management.

II. LITERATURE REVIEW

1. Service Charge Administration

Service charge administration is a critical aspect of
property management, especially in multi-tenanted
residential and commercial developments. It involves
determining, allocating, collecting, and accounting for
the costs of maintaining shared facilities such as water
supply, electricity, waste management, security, and
communal spaces (Raji & Ashafa, 2023). Effective
service charge administration sits at the intersection of
cost recovery, transparency, and tenant satisfaction.
The theoretical foundation of service charge
administration rests on the principle of fair cost
distribution, where tenants are expected to pay an
amount proportional to their benefit from shared
services (Ajayi & Owolabi, 2021). Transparent and
participatory models, in which tenants are informed
and consent to cost components, enhance compliance,
trust, and overall property management sustainability.
Adekunle (2025) emphasizes that proper frameworks
promote accountability, minimize conflicts, and
maintain credibility between tenants and landlords,
while opaque systems foster suspicion, non-payment,
and poor maintenance standards. Historically in
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Nigeria, service charges evolved from informal,
unregulated arrangements to more formalized systems
as urbanization and multi-tenanted estates expanded
(Ogunmola, Bello, & Ibrahim, 2024). Modern models
emphasize  accounting transparency, financial
rationality, and service quality assessment to meet
both market and professional standards.

Service charge management comprises four key
dimensions:  determination  (identifying  cost
elements), allocation (sharing costs among tenants),
collection (recovering costs), and utilization (funds’
application to maintenance) (Raji & Ashafa, 2023).
Weakness in any dimension can compromise the
system, highlighting the inseparable link between
equity and efficiency. Conceptually, service charge
administration aligns with governance theory,
focusing on accountability, transparency, and
stakeholder  participation. ~ Governance  gaps,
particularly limited tenant involvement, remain a
source of inefficiency in Nigeria (Ezeabasili &
Nzekwe, 2022). From an economic perspective,
service charges function as a cost recovery mechanism
to ensure shared services are adequately funded
without overburdening owners (Adekunle, 2025).
Social equity further emphasizes fairness, considering
both the process and outcomes of cost allocation.
Studies show tenants’ perceptions of fairness depend
not only on the amount paid but also on transparency
and reasoning behind charges (Ajibade, Jamiu, Bitrus,
& Yusuf, 2024). Accountability, such as audited
financial reporting, is often lacking in Nigerian
residential developments, undermining trust and
cooperation (Aluko, Ogediran, & Oladokun, 2023).
Overall, effective service charge administration
integrates economic, social, and managerial
dimensions, playing a central role in sustaining urban
housing and tenant relations (Gbonegun, 2025).

2. Methods of Service Charge Allocation

Service charge allocation in multi-tenanted properties
is technically challenging and often contentious.
Allocation methods influence tenants’ perceptions of
fairness and willingness to pay. Ideally, charges
should reflect tenants’ usage and benefits from shared
facilities (Adekunle, 2025). However, convenience
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often takes precedence over equity in practice,
creating conflicts.

Common allocation methods include:

1. Flat-rate system: All tenants pay the same amount
regardless of unit size or usage. It is simple to
administer but often perceived as unfair by
occupants of smaller units (Raji & Ashafa, 2023).

2. Pro-rata allocation: Charges are based on
measurable factors like floor area, occupancy, or
metered utility usage. It is generally fairer but
requires reliable measurement systems (Ajayi &
Owolabi, 2021).

3. Percentage-based allocation: Each tenant pays a
percentage of total service charges, usually tied to
unit size or lease terms. While transparent when
computation is clear, it faces challenges with
fluctuating occupancy and individualized service
packages (Ezeabasili & Nzekwe, 2022).

4. Weighted allocation: Costs are assigned different
weights based on the nature of services, balancing
fairness and practicality. Its success depends on
proper record-keeping and consent from tenants
and managers (Ajibade et al., 2024).

5. Hybrid models: Combine fixed and wvariable
charges to simplify administration while
maintaining  equity. They require skilled
management and clear communication to avoid
confusion (Adekunle, 2025).

Transparency and accountability are crucial for all
allocation methods. Even technically fair models can
be perceived as exploitative if tenants are denied cost
breakdowns or participation in decision-making
(Aluko et al., 2023). Comparative studies show Lagos
is more likely to adopt pro-rata and hybrid systems
than other Nigerian cities, reflecting higher tenant
demands and more professional management, though
informal practices still constrain innovation (Raji &
Ashafa, 2023; Gbonegun, 2025).

3. Perceived Equity and Tenant Satisfaction
Tenant satisfaction with service charges is strongly
influenced by perceived equity, which affects payment

compliance and landlord—tenant relationships.
Fairness encompasses cost distribution, transparency,
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and accountability, often outweighing the actual
monetary burden (Ajibade et al., 2024). Adams’ equity
theory suggests that tenants compare their input-
output ratio with that of others; perceived imbalance
causes distress, late payments, or refusal to pay
(Adekunle, 2025).

Proactive ~ communication, including  regular
disclosure of cost breakdowns and engagement with
tenants, enhances trust and cooperation (Ajayi &
Owolabi, 2021). Conversely, opaque billing or lack of
justification fosters perceptions of exploitation,
particularly in Lagos, where inflation and frequent
utility disruptions exacerbate distrust (Raji & Ashafa,
2023).

Perceived equity is multidimensional:

e Procedural fairness: Transparency in decision-
making.

o Distributive fairness: Fairness of outcomes.

e Interactional fairness: Quality of interpersonal
treatment (Adekunle, 2025).

Service quality also affects equity perception; tenants
are more accepting of charges when services, such as
security and maintenance, are reliable (Ajayi &
Owolabi, 2021). Comparative information and social
factors further shape perceptions. Mixed-income
estates can make uniform charges appear unfair to
lower-income tenants, even when technically
proportional (Aluko et al., 2023; Gbonegun, 2024).

Trust mediates these perceptions: transparent
budgeting and service delivery increase satisfaction,
while repeated failures erode cooperation (Ajibade et
al., 2024). Overall, perceived equity is pivotal not only
for tenant satisfaction but also for the financial
sustainability and efficiency of multi-tenanted
residential properties in Lagos (Adekunle, 2025; Raji
& Ashafa, 2023).

. METHODOLOGY

This study employs a qualitative research design to
examine service charge allocation methods and
tenants’ perceptions of their fairness in Lagos
apartments. The research relies exclusively on
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secondary data sourced from academic journals,
government reports, property management records,
and other credible publications on housing and real
estate practices in Lagos. Utilizing secondary data
allows for a synthesis and interpretation of existing
evidence, providing a comprehensive understanding
of how service charge allocation systems influence
tenants’ perceptions of equity and satisfaction.

Method of Data Analysis

The collected secondary data are analyzed using
inferential  statistical ~ techniques, specifically
regression analysis. Regression analysis is applied to
examine the nature and strength of the relationship
between service charge allocation methods
(independent variable) and tenants’ perceived fairness
or satisfaction (dependent variable). This approach
enables the identification of significant predictors of
perceived equity and allows for inferences about
potential causal relationships. Integrating regression
analysis within the qualitative framework enhances
the analytical rigor and strengthens the reliability of
the study’s conclusions.

IV.  RESULTS AND DISCUSSION

4.1 Analytical Overview

This section presents the inferential statistical findings
on service charge allocation methods and tenants’
perceived equity in Lagos apartments. Inferential
analysis was used to examine the relationships
between allocation methods, perceived fairness, and
tenant compliance. Both Ordinary Least Squares
(OLS) and Logistic regression analyses were
conducted to test the study’s hypotheses and evaluate
the strength and significance of these relationships.

All tests were evaluated at the 5% significance level (p
<0.05).

4.2 Regression Analysis I Determinants of Perceived
Fairness

Model Specification:

Perceived Fairness; = 8¢ + B1FlatRate; +
B2ProRata; + B3Hybrid, + B4 Transparency; +

BsCommunication; + BeServiceQuality, + &;

(Percentage-based allocation is the reference
category.)

Table 4.2.1: Regression Results for Determinants of Perceived Fairness (OLS)

Constant 30.20 3.80
Flat-Rate —12.00 2.90
Pro-Rata 6.10 3.10
Hybrid 10.00 3.20
Transparency 0.35 0.06
Communication 0.20 0.07
Service Quality = 0.25 0.05

Statistical Formula and Calculation
Regression Equation:

Perceived Fairness = 30.20 — 12. 00(FlatRate) +
6.10(ProRata) + 10. 00(Hybrid) +
0.35(Transparency) + 0. 20(Communication) +
0.25(ServiceQuality)
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7.95 0.000  [22.70, 37.70]
—4.14 0.000  [~17.70,6.30]
1.97 0.051  [-0.00, 12.30]
3.12 0.002  [3.60, 16.40]
5.83 0.000  [0.23,0.47]
2.86 0.005  [0.06, 0.34]
5.00 0.000  [0.15,0.35]

Example Substitution (Hybrid Apartment):

If Transparency = 70, Communication = 60, Service
Quality = 75, Hybrid = 1 (others = 0):

PF = 30.20 + (10.00)(1) + (0.35)(70) + (0.20)(60) + (0.25)(3

=30.20+10 +24.5+ 12+ 18.75
=95.45
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Predicted Perceived Fairness = 95.45
t-statistic Calculation (Transparency):

—_ B _035_
t= SE(B) 006 5.83

Since 5.83 > 1.96, the coefficient is statistically
significant at 5%.

F-statistic Calculation:

_ (R%/K)
[(1-R2)/(n-k-1)]

(0.62/6) 01033

~ (1-062)/(120-6-1) _ 00034 _ 30.50

= F =30.50, p < 0.001

Model Summary

Mean of Dependent Variable 58.4

Std. Deviation 10.3
R? 0.62
Adjusted R? 0.60
F-Statistic 30.50
Prob (F) 0.000
N 120

Flat-rate allocation significantly reduces tenants’
perceived fairness, whereas hybrid and pro-rata
methods enhance it. Transparency has the strongest
influence on perceived fairness, followed by service
quality and communication

Source: Author’s computation (2025) based on OLS
regression of compiled qualitative data.

4.3 Regression Analysis II — Determinants of Payment
Compliance

Model Specification:

Payment Compliance;, = a, +
a,PerceivedFairness; + a,ServiceQuality; +

az;Communication; + v;
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Table 4.3.1: Regression Results for Payment
Compliance (OLS)

Constant  22.50 4.2 536 0.0 [14.10,

0 00  30.90]
Perceived = 0.50 0.0 7.14 0.0 [0.36,
Fairness 7 00 @ 0.64]
Service 0.30 0.0 3.33 0.0 [0.13,
Quality 9 01  047]
Communi = 0.18 0.0 225 0.0 [0.02,
cation 8 26 | 0.34]

Statistical Formula and Calculation
Regression Equation:

Payment Compliance = 22.50 +
0.50(PerceivedFairness) + 0.30(ServiceQuality) +
0.18(Communication)

Example Substitution:

If Perceived Fairness = 80, Service Quality = 70,
Communication = 65:

PC = 22.50 + (0.50)(80) + (0.30)(70) + (0.18)(65)
=22.50 +40 + 21 + 11.7 = 95.2

Predicted Payment Compliance = 95.2%
t-statistic Calculation (Service Quality):

t = \frac{0.30}{0.09} = 3.33 > 1.96 \Rightarrow
\text{Significant at 5%}

F-statistic Calculation:

(R?/K)
[(1-R?%)/(n—k-1)]

_ (0.54/3) o018
T (1-0.54)/(120-3-1) _ 0.00396 453

= F=45.30,p <0.001

4.4 Logistic Regression Analysis — Determinants of
Rent Arrears

Model Specification:
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P(Arrears=1)
In(—————
1—-P(Arrears=1)

¥, Transparency + y;Communication +
y4ServiceQuality

) =y, + v, PerceivedFairness +

Table 4.4.1: Logistic Regression Results for Rent
Arrears (Binary Outcome: 1 = Arrears, 0 = No
Arrears)

Constant 3.80 1.2 3.1 0.0 @ 44.66

0 7 02
Perceived —0.08 00 -4. 0.0 092
Fairness 2 00 00
Transparen —0.05 0.0 -5 0.0 0.95
cy 1 00 00
Communic —0.03 00 -1. 0.1 097
ation 2 50 34
Service —0.04 00 -4. 0.0 0096
Quality 1 00 00

Statistical Formula and Calculation
Logistic Equation:

In (ﬁ) = 3.80 — 0.08(Fairness) —

0.05(Transparency) — 0.03(Communication) —
0.04(ServiceQuality)

Example Substitution:

If Fairness = 80, Transparency = 70, Communication
= 60, Service Quality = 75:

In (ﬁ) = 3.80 — (0.08)(80) — (0.05)(70) — (0.03)(60) —

=380-64-35-18-3.0=-109

2_10'9

P = = 0.000018

T 14e-109

= Probability of arrears = 0.0018%, effectively zero.

V. DISCUSSION OF FINDINGS

The analysis of service charge allocation systems in
Lagos apartments reveals a complex interplay between
technical procedures and tenants’ perceptions of
fairness. While flat-rate systems are often adopted for
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administrative  simplicity, they are frequently
perceived as inequitable. Tenants of smaller units or
those consuming fewer services tend to view flat-rate
charges as disproportionate, demonstrating that
convenience in administration does not always
translate to social acceptance. More equitable
allocation methods, such as pro-rata and hybrid
systems, distribute charges based on unit size,
occupancy, or a combination of flat and proportional
factors. Secondary sources indicate that tenants
respond positively to these methods when the
calculation processes are transparent and easily
understandable. This underscores the importance of
effective =~ communication  and  participatory
management in building tenant trust and satisfaction.
Transparency in billing and allocation is particularly
influential in shaping tenants’ perceptions of equity.
When the calculation of charges is unclear or
subjective, tenants express doubts and resistance,
highlighting the critical role of clear, accountable, and
participatory processes in achieving perceived fairness
(see Table 4.2.1).

VI.  CONCLUSION AND
RECOMMENDATIONS

Service charge allocation in Lagos apartments is a
critical component of property management that
directly impacts tenant satisfaction, compliance, and
property sustainability. The study reveals that while
flat-rate allocation remains common, it is often
perceived as unfair by tenants occupying smaller units
or consuming fewer services. Equity considerations
are therefore central to both tenant relations and
operational effectiveness.  Pro-rata and hybrid
?H?ﬁﬁ ) methods emerge as more equitable
alternatives, particularly when combined with
transparent reporting and participatory management.
These methods align costs with usage and create a
sense of fairness, thereby increasing tenant acceptance
of service charges and willingness to comply with
payments. Transparency in billing and cost allocation
is a fundamental determinant of perceived fairness.
Tenants are more likely to trust property managers and
accept charges when they can clearly understand how
costs are computed. Conversely, opaque or
inconsistent billing generates mistrust, reduces
compliance, and can escalate conflicts between tenants
and management.
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