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FOCUS ON THE ECONOMY

Globalization For All: Not If, But When?

BY DR. MARK LEE LEVINE, CRE, AND DR. LIBBI LEVINE SEGEV

IT DOES NOT TAKE AN INDIVIDUAL OF GREAT INTELLIGENCE to

recognize the interaction and interplay of direct and indi-

rect economic issues which are prevalent throughout the

world. There are implications as to “globalization”—

meaning the interaction of various countries with each

other. Globalization is not a question of whether it will or

will not happen; globalization exists; and it will continue.

It is a question of the degree of the globalization or inter-

action and how individuals and businesses prepare for

change generated by the interaction. The important issue

is: What happens to a country if it does not “globalize” to

a “reasonable” degree? The answer—in general—is that

such country will be an “underdeveloped country.”

Many actions in one country affect other countries,

including fluctuations in stock markets, sales of proper-

ties, political revolutions, political unrest, religious issues,

wars, shortages in goods and services, defaults on loans,

struggles in economic political and social issues, and

much more. The interplay that crosses borders is some-

times instantaneous, via the web or otherwise.

Noted later in this article are considerations of key facts

that illustrate current interactions and dynamic implica-

tions of such positions for all countries, large and small,

and, therefore, for all of the world population. A sneeze in

one country may give a cold in another—or many other

countries. Verbiage, such as “interaction,” “interplay,” and

“globalization” cross international lines in economic,

political and social discussions. They will become more

commonplace in coming years. Individuals in each coun-

try must at some point recognize the absolute interaction

of globalization and plan as best as one can for many vari-

ables that can and do impact individuals and countries.

A. KEY FACTORS OF INTERACTION/GLOBALIZATION 

Having recently published a text entitled “International

Real Estate: A Comparative Approach,” Dearborn

Publishing, Chicago, Illinois (2004), it is clear to me that

there is a great deal of crossing of borders. A decision

made in one jurisdiction or country can clearly impact the

position of other countries. A template created in the

above-noted text covers 14 key areas on various topics,

e.g., Geography and History. Some of these areas are

INSIDER’S PERSPECTIVE

REAL ESTATE ISSUES FALL 2004

About our Featured Columnists
Mark Lee Levine, CRE, PhD, is a professor and the director of the Burns
School of Real Estate at the University of Denver. (E-mail:
mlevine@du.edu)

Dr. Libbi Rose Levine Segev, JD, LLM, is an Adjunct Professor at the
Burns School of Real Estate, Daniels College of Business, University of
Denver.



noted below. An examination of these factors illustrates

the areas in which globalization comes into play.

11..    PPooppuullaattiioonn—This includes a mix of peoples involved,

the distinction between males and females as to various

matters, racial issues, birth rates, death rates, etc.

22..  GGoovveerrnnmmeennttaall——This area includes issues of political

systems (such as republics, democracies dictatorships,

etc.), voting and control of governments, governmental

structure of executive, legislative and/or judicial branches,

where applicable, that influence decisions of each country

and impact other countries.

33..    EEccoonnoommiicc——This includes fiscal and monetary issues,

valuation of currencies and fluctuations, debt positions,

Gross Domestic Product (GDP), Gross National Product

(GNP), per capita earnings, financial transactions,

employment and unemployment, ability and training of

citizens, production, etc.

Consideration of specific products, goods and services in

each country is very important for balance of trade

throughout the world. Identifying natural resources such

as oil, natural gas, and other specific resources such as dia-

monds, will influence the economic position of each

country and the ability to trade with other countries.

44..    CCuurrrreennccyy——Means of exchange must be considered as

part of the overall economic strength of each country,

including devaluation of the currency, vitality of currency,

and related issues.

55..  TTrraannssppoorrttaattiioonn—The ability for the people of a country

to travel is important. It is also an  important element to

examine the movement of goods and services. This

includes a review of the navigable waterways, overland

transportation, air shipping, airports, pipe lines, etc.

66..  CCoommmmuunniiccaattiioonn—— The ability to communicate inside

and outside each country is very important. It includes

land phone connections, cellular phones, radio, television,

internet, and much more.

77..  CCuullttuurraall  iissssuueess——Cultural factors impact relationships

between peoples and businesses. Knowledge of cultural

matters is important to avoid social faux pas, including

those when transacting business, communication at social

gatherings, negotiating treaties between countries, dis-

cussing conflicts between countries, etc.

When looking to these and other key factors, it is helpful

to review the web site, created at the Burns School of Real

Estate and Constitution Management, Daniels College of

Business at the University of Denver. This web site can be

accessed without charge or passwords by accessing the

web site at http://burns.dcb.du.edu

The following examples are some of the comparisons on

this site:

Charts of comparison on:

a. Total area

b. Population 

c. Life Expectancy

d. Literacy Rate

e. Inflation Rate

f. Unemployment Rate

B. COMPARISON OF FACTUAL DATA

Comparing data between various countries is important

to transact international business. As an example, note the

largest cities, based upon population, recently shown in

the United Nations Population Division Research and also

found in The Economist, Pocket World In Figures (2004 edi-

tion) published by Profile Books, Ltd., London, England

(2003).

Those cities include Tokyo with 26.5 million people in the

first position. Sao Paulo, Brazil has 18.3 million people.

The 3rd position is held by Mexico City, with approxi-

mately 18.2 million people, although there are questions

as to reliability of that number, along with other numbers

reported by countries that may not necessarily keep verifi-

able statistics. (One reason for the poor statistics may be

that poorer people tend to migrate into larger cities to

take advantage of the potential of increased earning power

in many of the cities.) The 4th position is held by New

York City, with approximately 17 million people. Mumbai

holds the 5th spot with 16.5 million people, followed by

Los Angeles with a little over 13 million people.

Another important factual comparison deals with curren-

cies. One example of a currency comparison between the

U.S. dollar and other currencies is located on the web at
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the Currency Update Service under the Universal

Currency Converter (http://www.xe.com/cus).

C. RISKS OF INTERNATIONAL BUSINESS

The Economist magazine (May 29, 2004) listed in an article

the risks in dealing with emerging markets. In emerging

markets, the article noted that the highest risk dealt with

Iraq, which is no surprise, although the risk factor was

reduced in 2004, as compared with May, 2003.

The next most risky emerging market, as noted in this

article, is Argentina, followed by Angola, Venezuela, and

then by Kenya. The country showing the least risk is

Singapore. A slightly greater risk factor exists in Hong

Kong.

D. COMMUNICATION

The ability to communicate is impacted by international-

ization or globalization. An interesting study by

International Telecommunicators Union (published

December 2003), showed that less than 1% of the popula-

tion of the world's poorest countries are connected on the

Internet. Luxembourg has the highest percentage of its

450,000 residents who are connected to the Internet in

relation to its smaller population. This is contrasted with a

very small percentage of all of Africa's 760 million people

that are connected to the internet.

E. GLOBAL COMPETITIVENESS

The Economist (May 29, 2004), noted global competitive-

ness rankings including the following:

First place was the U.S., followed by Finland, Singapore,

Denmark, and Hong Kong. The Study refers to this as the

“overall competitiveness position.” However, when looking

to competitiveness with the government facilitating sup-

port for competitiveness, first place belonged to Finland,

followed by Singapore, Australia, Hong Kong,

Luxembourg, and then the United States.

When looking to arrangements where countries combine

their economic positions in trade blocs, Finland was in

first place, followed by Luxembourg, Chile, Austria,

Germany, France and Denmark. The United States was

ranked 21st in this list.

There can be many other general comparisons made, but

the above items illustrate the import of some areas where

key factors, such as trade blocs, influence the position of

countries and interactions between countries as to given

measurements. Additional areas of interaction are noted

below.

F. INTERACTION AMONG COUNTRIES

Representatives of governments in various countries make

treaties or other agreements between nations. Recently the

world has seen in economic settings additional treaties as

well as trade arrangements that include NAFTA (North

American Free Trade Agreement), GATT (General

Agreement On Tariff and Trade) and the EU (European

Union) positions, including conflicts and benefits recently

in the news in EU countries.

The EU (European Union) has recently adopted a new

Constitution. Additional countries have petitioned to

enter the EU. The success or failure of the EU as to the

goals first contemplated by early member countries of the

EU remains in question.

Other trade agreements, economic agreements, govern-

mental or political agreements, and many other agree-

ments among countries have developed in recent years,

e.g., the ECCU (Eastern Caribbean Currency Union),

which consists of Antigua, and Barbuda, Dominica,

Grenada, St. Kitts, and Nevis, St. Lucie and St. Vincent, as

well as the Grenadines, along with two British Territories

of Anguilla, and Montserrat. These countries work togeth-

er with certain banking and currency arrangements. For

more on this issue, see the publication of the National

Association of REALTORS (NAR) “Expand Your

Market—Think Globally, Act Locally,” (2004).

Other arrangements or agreements among North

America, Central America and South America include the

Organization of American States (OAS). Asian countries

also have blocs or agreements which are expanding to sup-

port positions of countries in attempting to work together

and to empower their positions, as opposed to other com-

peting nations.

Other agreements can impact countries where arrange-

ments are not necessarily through governments. For

example, in the real estate area, NAR has undertaken

arrangements of cooperating associations within various

countries. This is referred to as the International

Consortium of Real Estate Associations (ICREA). This

global alliance consists of various real estate organizations

in numerous countries, some of which are impacted

directly by governments within those countries, as well as
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those groups which are more independent from govern-

mental controls.

Many other real estate and non-real estate associations or

arrangements exist with economic agreements or coali-

tions which attempt to gain strength and synergy by com-

bining power and positions of various countries.

G. IMPLICATIONS OF BUSINESS INTERACTION

Interaction of various business relationships between

countries also impact governmental and private positions.

The ability to interact might include investing in other

nations. For example, the Study by the Bureau of

Economic Analysis, U.S. Department of Commerce

(2002), indicated that the leading foreign country to invest

in the United States was Japan, followed by Canada and

the British Caribbean Islands, then by Germany and the

Netherlands, and eventually by England. Some of this

information is collected from the Bureau of Economic

Analysis, U.S. Department of Commerce (2002), and is

also illustrated in the earlier-mentioned NAR report

“Expand Your Market—Think Globally, Act Locally.”

Implications of foreign countries investing in various cur-

rencies are important. The U.S. dollar has been weakened

in recent years, when compared to the Euro (EU currency)

and the Japanese yen. The weaker position of the U.S. dol-

lar (as compared with the EU Euro) results in more U.S.

dollars required to purchase European goods. This also

indicates a greater likelihood for more European countries

and consumers to buy more U.S. goods (thereby potential-

ly creating a U.S. trade “surplus”), as opposed to

Europeans buying higher-priced similar Euro goods. It is

also may increase foreign direct investment (FDI) in the

U.S. However, The Economist, Sept. 25, 2004, noted that

2003 FDI “slumped by 53% to the lowest level since 1992.”

H. OUTSOURCHING JOBS

The ability to outsource jobs and activities has been

recently covered in the media. As an example, India cur-

rently uses the web and telecommunications to arguably

produce the ability to price administrative work in India

at a relatively lesser rate than for the same type of service

performed in the United States. This produces interaction

of economic positions with countries.

I. REAL ESTATE VALUATIONS

Another area of concern is home pricing in various coun-

tries and the implications of lower-priced or higher-priced

homes. Obviously, lower-priced homes may encourage

relocation of individuals and companies within various

countries. Of course, other issues must also be weighed by

the individual and company, including such concerns as

political stability, economic conditions, ability to transport

goods, education of the work force, cultural issues, etc.

As to housing prices, several articles in The Economist

(June 5, 2004) addressed the issue of inflated housing

prices in some countries and the concern with the poten-

tial “bursting bubble,” or lowering prices of homes. One

article (on page 11 of the June 5, 2004 issue) indicated

substantial housing price increases in Spain, followed by

Britain, Australia, the Netherlands, and then the U.S. A

sudden “crash” or breaking of the “bubble” of various

markets in a country could be very costly as to interac-

tions between various countries and individuals, especially

with overlapping trade and economic activities.

The article in The Economist (page 68, June 5, 2004), noted

that Australia's housing bubble might be the first to break,

but certainly not the last. Again, such an event would have

important global implications.

J. NATURAL RESOURCES

Interaction among various countries has been in the news

recently with regard to resources, such as oil and natural

gas. Recently, the United States, especially, has felt the

implications of oil shortages and the increasing prices, in

excess of $50 per barrel of crude oil, which thereby

increased gas prices at gas pumps for automobiles as well

as costs to heat homes and buildings. In turn, this increas-

es the interest in alternative fuel considerations. And,

globalization issues abound.

K. CATASTROPHIC EVENTS

The September 11, 2001 tragedies in the United States

gave rise to many implications throughout the world,

including limitations on interactions between countries,

limiting some forms of immigration in the U.S., etc. [After

2001, there was a decrease in immigration in the U.S. from

certain Middle East and Asian countries, while there was

an increase in immigration from Mexico. The Office of

Economic Development study showed New Zealand

increased approximately 1.5% in its total population of 4

million people in 2001.] Therefore, worldwide events,

including terrorism or terrorism threats, impact interac-

tion between or among countries, which also affects per-

sonal relations and business trade.
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WHAT DOES THIS MEAN?

Countries and companies should review their positions

and recognize that interaction through globalization is

clearly here and will continue. The questions related to the

rate of increase in change and how one is to forecast

which areas will be impacted.

Such interaction can reverse, because of political or other

issues. For example, Dell Computers undertook a great

deal of activity outside the United States, especially in

India. However, Dell reversed part of its position from

undertaking some business with India. It pulled back to

the United States in some job areas, such as outsourcing

administrative work, arguably because of communication

issues, difference in cultural points, political pressure, etc.

Citing an AP News Agency, arguably, the reason for Dell's

move in part was that “customers weren't satisfied with

the level of support they were receiving,” p. 58 The

Economist (November 29, 2003).

Whatever the reasons for global change, it remains clear

that globalization will continue. Important financial and

cultural issues may not be adequately addressed when

companies take steps to relocate activities and business

ventures without first considering some of the issues

noted herein, especially regarding communication, reli-

gious practices and cultural issues.

For more on these areas, see the text cited earlier,

International Real Estate, Dearborn Publishing, Chicago,

Illinois (2004).
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